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MINUTES OF EVIDENCE 


House or Commons, Room 368, 
Tuurspay, May 3, 1934. 


The special committee appointed to inquire into price spreads and mass 
buying met at 11 o’clock a.m., Hon. H. H. Stevens presiding. 


Mr. Norman Sommerville, K.C., of Toronto and Mr. W. W. Parry, K.C., 
of Toronto, appeared as counsel for the committee. 


The CHarrMAN: Order, gentlemen. The minutes contain the usual record 
of the witnesses heard and the number of exhibits filed. There are no other 
matters of importance in them, so I will declare them approved. 

A request was made yesterday for the filing of certain petitions that have 
been forwarded to the House of Commons, and the clerk of petitions will now 
file them. 


Mr. J. P. Doyle, clerk of petitions appeared before the Committee and 
filed,— 


Last oF PETITIONS PROTESTING AGAINST THE IMPOSITION OF AN Excise TAx 
on Lear TosBAcco 


Session 1934 
Petition . 
No. From 

15. J. R. A. St. Martin and 508 other farmers and tobacco growers of the 
counties of Joliette, L’Assomption, Montcalm and Berthier. 

30. Joseph Labreche and 456 other tobacco growers of the district of 
Joliette, Quebec. 

Sl. mis A che and 29 other tobacco growers of Ste. Mélanie, 

uebec. 

32. Leonide Desrocher and 289 other tobacco growers of St. Thomas de 
Joliette, Quebec. 

33. Alphonse Cloutier and 5 other tobacco growers of St. Cléophas de Bran- 
don, Quebec. 

34. E. Forest and 254 other tobacco growers of St. Ambroise, Quebec. 

35. E. Filiatrault and 54 other tobacco growers of Ste. Marcelline, Quebec. 

37. Joseph Martel and 136 other tobacco growers of Ste. Marie-Salomé, 
district of Joliette, Quebec. 

62. Donora Charron and 4,240 other tobacco merchants, of Montreal, 
Quebec. 

67. J. A. Lamarche and 815 other tobacco consumers of Quebec, Quebec. 


The CHairman: Attached to that are certain resolutions of protest against 
the imposition of an excise tax on leaf tobacco. I think these all come from the 
province of Quebec. The list will be included in the minutes, and the petitions 
will be here with the committee. 
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List of RESOLUTIONS oF Protest AGAINST THE IMPOSITION OF AN ExcisE Tax ON 
Lear Topacco 


SESSION 1934 


Municipalités de Saint-Zénon, compté de Berthier, Que.; Saint-Pierre 
Baptiste, Que.; Saint-Valier, comté de Bellechasse, Que.; Beaumont, comté de 
Bellechasse, Que.; Saint-Michel, comté de Bellechasse, Que.; Saint-Damien de 
Buckland, comté de Bellechasse, Que.; Saint-Joachim, comté de L’Assomption, 
Que.; Saint-Lin, comté de L’Assomption, Que.; Saint-Henri de Mascouche, Que.; 
Saint- Sabine, comté de Bellechasse, Que.: Saint-Nérie, Que.; Saint-Jean Chrys- 
ostome, comté de Lévis, Que.; Saint- Modiste, comté de Témiscouata, Que. ; 
Saint-Louis du Ha Ha, comté de Témiscouata, Que.: Saint-Méthade d’Adshack, 
Que.; Saint-Anasthase de Nelson, comté de Mégantic, Que.; Plessisville, comté 
de Mégantic, Que.; Canton du Bouchette, comté de Wright, Que.; Crabtree- 
Mills, district of Joliette, Que.; Saint-Gérard Majella, Que.; Paroisse L’Assomp- 
tion, Que.; Village de Saint-Jacques, comté de Montcalm, Que.; Lachenaie, 
Que.; la ville de L’Assomption, Que.; Marie Salomé, Que.; L’Epiphanie, Que.; 
Repentigny, Que.; Saint-Henri de Mascouche, comté de L’Assomption, Que.; 
Saint-Alexis, comté de Montcalm, Que. 111 Tobacco Merchants of Montreal, 
Que.; 38 Tobacco Merchants of Montreal, Que.; 490 Tobacco Growers of Saint- 
Jacques, Que.; 384 Tobacco Growers of Saint-Henri de Mascouche, Que.; 252 
Tobacco Growers of Saint-Alexis and Sainte-Julienne, Que.; 226 Tobacco 
Growers of Saint-Esprit, Que. 


Before we call the witness for to-day, I might make a very brief statement. 
I shall only make this statement in an exceedingly brief manner because I have 
not had an opportunity to discuss with the committee two letters that I have 
here. At our last meeting, when the tobacco matter was under review, I think 
the committee was impressed with the desirability of achieving some under- 
standing between the parties affected, if possible, with the one hope that it 
might materially help those who, at present or in the last year or two, have been 
suffering from the very low price of raw leaf tobacco. I wish to say that in so 
far as the Imperial Tobacco Company is concerned, the Rock City Tobacco 
Company, and the growers as represented by the witnesses of the previous meet- 
ings, these gentlemen got together and apparently did make a considerable effort 
to come to an understanding. There is, however, one notable exception in the 
matter which I think I should mention. The Macdonald Tobacco Company, I 
am informed, refused to participate in any effort at arriving at an understanding, 
and would not attend the conferences. I have before me a letter from Mr. 
Miller of the Imperial Tobacco Company and also one from Mr. Picard of the 
Rock City Tobacco Company, indicating certain views—I can’t describe them 
as much more than that—and also outlining what attempts were made to arrive 
at an understanding. In neither case does it indicate that a complete or satis- 
factory arrangement was achieved. I will submit these documents to the com- 
mittee for later consideration. But I would like to say this to the committee, if 
I might, and to the witnesses that are now about to be heard: the effort that 
was made indicates to me quite clearly that it is not beyond the realm of pos- 
sibility for these varying interests to get together, if there was perhaps some 
assistance given them by government authority. But we have no authority at 
the present time, that I know of, that we could exercise to that end. If the 
committee could ‘keep that thought in mind, it is possible that as we proceed 
with the examination,—which we shall now proceed with—information might be 
secured, and light might be brought to bear on the subject, which will help us, 
when we are framing our report, to make suggestions that would be beneficial 
to all concerned. In the meantime these letters will be held and discussed later 
with the committee at an executive meeting. 

Who is the witness? 


z 
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Mr. Youne: Just a minute; if they have a plan, a get-together plan that 
would be submitted at some meeting, maybe they will be away by that time. 
This plan might not be acceptable to us. 


The CuatrMaNn: Mr. Young, as I have regretfully intimated, there is no plan 
upon which there is agreement. 


Mr. Facror: It is just a résumé. 
The CHAIRMAN: Just a résumé of what has happened. I think it would be 


_preferable if we did not discuss it now, but discussed it later in an executive 


meeting. 

Mr. Senn: Mr. Chairman, have you no report from the growers’ repre- 
sentatives about the matter? 

The CuatrMan: No, I have no report here. There was no written report. 

Mr. Scyrues: There is no written report, but Prof. Leitch is prepared to 
make a statement. 

The CHairMAN: Does the committee wish to hear Prof. Leitch make a 
statement? 

Mr. Factor: Well, I suppose if Prof. Leitch makes a statement, the other 
people would want to. 

The CHAIRMAN: If the committee do not agree with me they can intimate 
their views, but I would suggest that Prof. Leitch make a written statement and 
submit that to me so we can have that for consideration. Does that meet with 
the approval of the committee? 

Mr. Factor: Yes. 

The CHAIRMAN: We will ask Prof. Leitch to do that. 

Mr. Factor: Is there any other help we can extend to the parties here to 
arrive at something? 

The CuarrmMAN: I don’t know of any, unless we were to suspend operations, 
shall I say. I don’t know that there is anything we can do. 

By the way, I would like to ask, before we proceed, whether the Macdonald 
Tobacco Company is represented here to-day. 

A Voicr: Yes. 

The CHAIRMAN: Your name is what? 

A Voice: Stewart. 

The CHAIRMAN: Thank you very much. 

Mr. SOMMERVILLE: Just before opening, may I ask if the Canadian Leaf 
Tobacco Company is represented here to-day by any person. Apparently not. 

Mr. Factor: Who is the Canadian Leaf? Are they an independent com- 
pany? 

Mr. SOMMERVILLE: No. It is one of the companies that does a large amount 
of buying. It is a branch of the Universal Leaf Tobacco Company of the United 
States. We would ask them to submit their statement of purchases. 

May I file with the committee a statement from the Dominion Bureau of 
Statistics on the price index numbers and actual prices of tobacco from 1926 to 
1933, showing the prices obtained for the various varieties of tobacco in Canada 
for the years 1932 and 1933, with a summary for 1926 to 1933, and also the 
retail prices of cigarettes—certain cigarettes therein named—showing that the 
prices of tobaccos had decreased, for the raw tobacco leaf, from the index 
number of 100 in 1926 to 41-1 in 1933, while the index of retail prices of tobacco 
and cigarettes had decreased from 100 in 1926 to 89-6 in 1933. In other words, 
there was a decrease in the price of the raw material of 59 points in that period, 
and a decrease in the retail price of 11 points. That will be Exhibit No. 121. 
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The CHAIRMAN: Would the committee like to have this statement printed 
in the evidence? It is a rather comprehensive, basic schedule. We could get 
copies made for the committee, or would you prefer to have it printed. 

Mr. SENN: I believe it would be well to have it printed, if it gives compara- 
tive prices to consumers and producers. 

Mr. SOMMERVILLE: It does. 


The CHAIRMAN: It is a very comprehensive schedule. We will have it 
inserted in the evidence. 


DOMINION BUREAU OF STATISTICS 


Prick INDEX NUMBERS AND ACTUAL Prices or ToxBacco, 1926-1933 

Index Numbers, 1926-1933——Price index numbers of Ontario Burley and 
Virginia tobacco shown in the attached table indicate that a sharp decline occur- 
red in basic tobacco prices between the years 1930 and 1933, and that more 
moderate declines had occurred in the two years preceding 1930. The indexes 
mentioned above were, in 19383 between 55 p.c, and 60 p.c. lower than in 1926. 
Manufactured tobacco prices, however, have registered much smaller recessions. 
Cigarettes in 1933 sold at from 80 p.c. to 90 p.c. of 1926 levels, while smoking 
and chewing descriptions shown, have not changed materially in the past eight 
years. 


Prices 1932-1933——The spread between prices of unmanufactured and manu- 
factured tobacco is considerable as may be gathered from tabulated Burley and 
virginia prices which centred around 10 cents per pound in 1932 and 19338, 
while smoking and chewing tobaccos of popular descriptions at wholesale ranged 
from $1 to $1.50 per pound. The spread between wholesale and retail quotations 
of tobacco and cigarettes at present centres around 15 p.c. 
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PRICES OF TOBACCO AND CIGARETTES, 1932-1933 


Whole- Whole- Retail 
Burley | Virginia | Whole- sale Retail sale Price 
Ontario | Tobacco sale Retail Price Price Price Cigar- 
— Barn run| Fillers Price Price Cigar- Players Cigar- ettes 
Price to | Price to Plug Chewing ettes Cigar- ettes | Virginia 
Tobacco | Tobacco | Chewing Stag Players ettes Virginia | Turretts 
Co. Co. Stag F.C. (1) Turretts | — (1) 
per lb. per lb. per lb. per lb. | per 1,000 | per 1,000 | per 1,000 | per 1,000 
$ $ $ $ $ $ $ 
1932 
OS 0-110 0-100 1-00 1-125 14-64 17-00 12-00 
SID UATY o:s:s 0:0 08s «1s -110 -100 1-00 1-125 14-64 17-00 12-00 
[We] 1 ee -110 -100 1-00 1-125 14-64 17-00 12-00 
April -110 -100 1-02 1-125 14-93 17-00 12-00 
ee Sar a ss -110 -100 1-02 1-125 ~ 14-93 17-00 12-00 
June -110 -100 1-02 1-125 14-93 17-00 No 12-00 
SOMMEPES, cess Sia Shree Gio 110 -100 1-02 1-125 14-93 17-00 12-00 
MMRISberss. fs... 4. -110 -100 1-02 ¥-125 14-93 17-00 | Record 12-00 
September........ -110 -100 1-02 1-125 14-93 17-00 12-00 
October 3.2). : -110 -100 1-02 1-125 14-93 17-00 12-00 
November........ -110 -100 1-03 1-125 12-24 14-00 10-00 
Mecember......... -110 -100 1-03 1-125 12-24 14-00 10-00 
1933 
Jamuary.. 63. LOL) % 0-110 0-100 1-03 1-125 12-24 14-00 8-85 10-00 
Serer ys... ss oiaee -110 100 1-03 1-125 12-24 14-00 8-85 10-00 
Ve. Sets ees -090 100 1-03 1-125 12-24 14-00 8-85 10:00 
TO) Ge ee -090 100 1-03 1-125 12-24 14-00 8-85 10-00 
aia) alee Siem rgd -090 100 1-03 1-125 12-24 14-00 8-85 10-00 
June -090 100 1-03 1-125 12-24 14-00 8-85 10-00 
I ah on, gh CEG 090 100 1-03 13125 12-24 14-00 8-85 10-00 
US... 6. oh iss. -090 -100 1-03 1-125 12-24 14-00 8-85 10-00 
September........ -090 -100 1-03 1-125 12-24 14-00 8-85 10-00 
SE) -090 -100 1-03 1-125 12-24 14-00 8-85 10-00 
November........ -090 -120 1-03 1-125 12-24 14-00 8-85 10-00 
December......... -090 -120 1-03 1-125 12-24 14-00 8-85 10-00 
1932 Average 110 100 1-017 1-125 14-409 16° BOA ees ee 11-667 
1933 Average 0933 1017 1-03 1-125 12-24 14-00 8-85 10-00 
merase 10) yy IN wd ae eS 
_————————————————————— a 
Annual Indexes of 
Annual Indexes of Prices of Tobacco and Cigarettes, 1926-1933 Retail Prices of 
per Tobacco, Cigarettes 
(1926=100) etc. 
(1926=100) 
ET a aaa ee Se eek en eee 
Pegs os So 100-0 100-0 L00-OCR IS. BES. LOOP OER OY Crate Se 100-0 
MODs. LOO TE: 114-5 94-5 1D020e ace: 2 LOO<0' i ete See. AR - 100-0 
RS 85-0 79-4 TOO GO Were betes TOO EAD | Se an Be ae Sag 100-0 
1-9! ade Si lepst tas 78-5 79°4 1O0- Ost, eee Es bal Wii ireiowese ier tea aA herr 98-5 
BGO Lies. se beh 95-4 74-4 1000 even VBE OS Or io. 3. OnsIG.b. LEY 98-5 
BLO: cn tt Barer afi 78-5 51-5 TOO" Ol enacs ah ae OB TO vcd Pee: aut ola reads, 97-7 
ee eens 3 48-5 42-9 IG Rog ih (wigs aaa Oye beh er Wa eee 90-1 
Re Be SOA. bike o hiate 41-1 43-6 POS si aA oe SLO Re iene (5. 89-6 


(1) Price of 100 cigarettes at retail multiplied by 10. 


Perhaps I should also report this to the committee. One of the witnesses 
gave evidence to the effect that it would be helpful to the growers if statistics 
were available of the stocks in the hands of the processers or manufacturers 
at various times in the year, particularly during that period when they were 
making preparations for the next year’s crop. The matter was taken up by 
the clerk of the committee with Mr. Coats, the chief statistician, and he in part 
states as follows: 
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The Tobacco Division of the Dominion Department of Agriculture 
and the ‘Agricultural Branch of the Dominion Bureau of Statistics 
co-operate in the issuance of an annual report on the tobacco crop, with 
details as to acreages, production, prices to producers, imports and 
exports, and stocks in bonded warehouses, but there are no statistics 
extent of stocks in the hands of manufacturers. 


That is the statement. So that we have no government statistics on that point. 
It is a matter that the committee may keep in mind, and perhaps the counsel 
will query the companies as they come here, in regard to the matter. 

All right, Mr. Sommerville. 

Mr. SomMervILLE: I will call on Mr. Miller, president of the Imperial 
Tobacco Company. 


Gray Miner, called and sworn. 


The Witness: Mr. Chairman, I would like to say that Mr. H. P. Buell, one 
of our vice-presidents in charge of our leaf is here; also Mr. F. P. L. Lane, the 
secretary; Mr. T. L. Lea of our leaf department and Mr. A. V. Calder. If you 
would allow it, I would like to have Mr. Lane help me in the reading of the 
brief, and Mr. Buell to answer questions. I thought may be you would like 
to have them sworn in, probably at the same time. 

Mr. SommervILLE: I would really prefer to examine them separately. If 
you require information, you may get it from time to time from them. 

The Cuarrman: Mr. Miller may consult with the experts from time to time. 

Mr. SoMMERVILLE: Oh, yes. 

The Witness: We have a number of copies of the brief. They can be 
distributed to the members of the committee. 

The CuarrMan: This is a rather ostentatious looking brief. 

The Wirness: Well, it is a rather big subject, Mr. Chairman. 


By the Chairman: 

Q. We have had, as you know, Mr. Miller—I think you were present— 
representatives of the growers before us, who have given certain evidence? 
—A. Yes 

Q. They have presented to the committee a certain picture. The counsel 
of the committee is desirous—in order to proceed in an orderly manner, and 
before going into any complicated matters that might arise out of this brief— 
of securing certain information of a major character which has already been 
referred to and which, in his opinion, affects the general set up of the tobacco 
industry, and upon which we desire specific information. So we will proceed with 
that first, and then we will go into the question of the brief, and anything that 
the Imperial Tobacco Company may wish to say.—A. All right. 


By Mr. Sommerville: 
Q. Mr. Miller, you are president of the Imperial Tobacco Company? 
—A. Yes. 
Q. The Imperial Tobacco Company, in its present form, was incorporated, 
i understand, in 1912?—-A. I think so. All the particulars are in here. You 
ave it. 
neem That ‘company, in its present form, acquired a previous company? 
Q. By the same name?—A. Yes. 
Q. That previous company was made up of constituent parts?—A. I could 
not tell you without referring to this memorandum. I have given you par- 
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Be sbalars in that letter, I think. It is quite a complicated affair. It is all 
covered by this brief and the letter. I think, Mr. Sommerville, that really 
we have tried to anticipate anything that might be of interest to this committee 
in your investigation, and I would like to suggest that I think you will find all 
of that covered, if you would only let us proceed. 


By Mr. Factor: 

Q. You have not got an index to this brief?—A. No, we have not had an 
opportunity to index it. I think we would cover the whole thing, Mr. Sommer- 
ville. I am not trying to dictate at all, but I feel that it would be covered if you 
would let us proceed. 


By the Chairman: 

Q. Could you not put your finger on the answer to this question in your 
brief? I have just been skimming through it, and frankly I don’t see any 
way I could put my hand on it?—A. In your letter there, Mr. Sommerville, I 
think you will find all that you asked in that question. 

Q. There does not seem to be any index?—A. No, I am sorry to say there 
is not. I had hoped to have that. If you would let us proceed with this 
brief— 

By Mr. Sommerville: 

Q. The letter does give some information that will be helpful in answer to 
that. You say in reference to the inquiry as regards capital structure, the 
American Tobacco Company of Canada Limited was the original company which 
later grew into the Imperial Tobacco Company?—A. Not the original company. 
D. Ritchie and several other smaller companies is my recollection. I don’t know 
how far back you want to go. 

Q. At any rate, in September, 1895, the American Tobacco Company was 
incorporated. 

The CuHarrMan: That is far enough back. 

Mr. Epwarps: Page 73. 

The Witness: Yes, capital structure, page 73. 


By Mr. Sommerville: 

Q. The American Tobacco Company was incorporated on September 7, 1895, 
with an authorized capital of one million dollars?—A. Yes. 

Q. All of which was subscribed and fully paid for in cash?—A. Yes. 

Q. That consisted of 10,000 shares of the par value of $100 each?—A. Yes. 
* Q. That was the capital that was put into the company at that time?—A. 

es. 

Q. With that capital there were taken over certain companies that were in 
‘existence at that particular time?—A. Yes. 

Q. Then that company acquired from the American Tobacco Company of 
New Jersey certain Canadian rights?—A. Yes. 

Q. And it acquired the business of D. Ritchie & Company?—A. Yes. 

Q. And of the American Cigarette Company?—A. Yes. 

Q. Then the next change in the capital structure occurred on December 18, 
1898 7 

The CHAIRMAN: 1908. 


The Witness: Yes, 1908. 


By Mr. Sommerville: 
Q. All right, in 1908. Then the first Imperial Tobacco Company of Canada, 
Limited, was incorporated on June 11, 1908?—A. Yes. 
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Q. With an authorized capital of eleven million dollars, is that right?—A. 
Yes. 
Q. Which was divided into 1,027,397-26/100 preference shares at £1?—A. 
$4.86-2/3. 
Q. $4.86-2/3 each?—A. Yes. 
@. And 60,000 ordinary shares of the par value of $100 each?—A. Yes. 


By Mr. Factor: 


Q. How much of that is paid up?—A. It proceeds with the explanation 
here. It follows right on. 


By Mr. Sommerville: 


Q. That was the first Imperial Tobacco Company?—A. Yes. 

Q. On the incorporation of that company, in July, 1908, it took over the 
business of the existing American Tobacco Company of Canada, Limited?—A. 
Yes. 

Q. And the company known as the Empire Tobacco Company Limited?— 
A. Yes. 

Q. Which latter company was incorporated in 1898?—<A. Yes, and certain 
shares of The B. Houde Company Limited. 

Q. It took over at that time certain shares of The B. Houde Company 
Limited?—A. Yes. 


By Mr. Factor: 
Q. A majority of the stock?—A. Yes. 


By Mr. Sommerville: 


Q. The majority of the stock of The B. Houde Company Limited?—A. 
Yes. 

Q. The Imperial Tobacco Company then paid 711,504 preference shares of 
£1 each?—A. Yes. 

Q. At a value of $3,462,651.05?—A. Yes. 

Q. And 54,005 ordinary shares of the par value of $100 each, amounting to 
$5,400,500, for the assets which it then took over?—A. Yes, that is right. 

Q. Is that correct?—A. Yes, that is correct. 


Mr. Facror: Just read on there, starting with “In other words.” 


Mr. SoMMERVILLE (Reading): In other words, the Imperial Tobacco Com- 
pany received tangible assets to the value of $3,251,970.67, shares of The B. 
Houde Company Limited, National Snuff Company Limited and the Joliette 
Tobacco Company Limited, all valued at $396,379.42, and goodwill, trade marks, 
etc. valued at $5,214,800.96. 


The Witness: Yes. 


By Mr. Sommerville: 


Q. That is a statement of the position?—A. Yes. 
@. Was there any cash put into the company at that time?—A. Page 74: 
In October, 1908, three were subscribed for and fully paid in cash 110,414 
preference shares amounting to $537,348.13. 
. That is in October of that year?—A. Yes. 
. The cash put in amounted to $537,348.13?—A. Yes. 
. And that was for 110,414 preference shares?—A. Yes. 
. That is in 1908?—A. Yes. 
. What was the par value of those shares?—A. $4.863 or £1. 


OOHLOLO 
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By Mr. Factor: 


Q. Those are preference shares?—A. Yes. 

Q. What do you mean by tangible assets valued at $3 251,970.67; is that 
stock in trade and buildings?—A. Yes, stock; everything except intangible 
assets. 

Q. Everything but goodwill and trade marks?—A. Everything but the 
shares and goodwill. 


By Mr. Sommerville: 


Q. Were these assets not owned or controlled by the company which was in 
existence at that time, namely the American Tobacco Company ?—A. The Em- 
pire Bond was not; I don’t think B. Houde was; I do not think they could 
have been sir, it does not seem—we would have to investigate that sir and let you 
know. 

Q. Is it not a fact that between 1895 and 1908 there was given to the 
shareholders of the American Tobacco Company as a bonus 40,000 shares of that 
company?—A. I do not think so, sir. 

Q. Then, in 1895, or between 1895 and 1908 was there not a bonus then 
given to the shareholders?—A. No. 

Q. Of the American Tobacco Company?—A. No. 

Q. And the 10,000 shares originally issued in 1899 remained still the 10,000 
share that were issued and outstanding in 1908, when the American Tobacco 
Company was taken over by the Imperial Tobacco Company?—A. Yes. 

Q. That is the correct position?—A. Yes. 

Q. And then, at that rate, what was the exact position in 1908, after the 
incorporation of the Imperial Tobacco Company, and the acquisition of these 
- various companies, what was the outstanding capital?—A. The total outstanding 
- capital? 

Q. The share-capital?—A. Let me understand your question again? 

Q. I want to know then what was the outstanding share capital of the 
Imperial Tobacco Company when it had completed the acquisition of the sub- 
sidiary companies in 1908?—A. That would be 711,504 preference shares, one 
pound each; value $3,462,651.05: and 54,005 shares of ordinary stock at a par 
value of $100, making $5,400,500. 

Q. Amounting to—that is to say, there would be a total outstanding capital 
of $8,863,151.05?—A. Yes, sir. 

Q. That would be the total outstanding in 1908?—A. Yes. 

Q. And at that time no additional cash had been put into the Imperial 
Tobacco Company. These shares were issued in part for certain assets that 
were taken over, no additional cash was put in?—A. Not to my knowledge. 


The CuarrMan: Except what he has already stated, in October. 


By Mr. Sommerville: 


Q. I am not talking about October: immediately afterwards?—A. Immedi- 
ately afterwards. 

Q. When you completed the acquisition of these various companies taken 
over by the Imperial Tobacco Company, no additional cash was put in?—A. 
That is right. 

Q. But the original cash of $1,000,000 as it is given in 1895?—A. Excuse me 
a second, that is very complicated old history. 

Q. Yes.—A. Page 73 there gives the full history of it. I do not see any 
reference—I do not think there was any cash, sir. That is a fair answer to your 
question. I am not trying to evade—it is quite difficult. 

Q. We are trying to get the history in simple form?—A. Right. 
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Q. In other words, in 1908 you paid for the assets taken over by the issue 
of shares?—A. Yes. 

Q. In a company that had been incorporated for the purpose of taking 
these assets?—A. Yes. , | 

Q. So that the shares issued by that company represented the assets that 
were taken over from the previous company?—A. Yes. 

Q. And then, following that, the sum of $537,348.13 was subscribed in 
October, 1908?—A. Yes. 

). And that was paid in to the treasury of the Imperial Tobacco Company | 
in cash?—A. Yes, sir. 

Q. Then you have an addition of that amount of cash?—A. Yes. 

(). And these were, at that time, one hundred common shares; preferential _ 
shares at $5?—A. No, sir, $4.862. 

@. One pound shares?—A. Yes. 

Q. Then, what was the next step in your capital structure?—A. The present | 
company, the Imperial Tobacco Company of Canada Limited, incorporated in — 
1912, now has an authorized capital of $63,733,309, which is divided into 
1,999,995 cumulative 6 per cent preference shares of one pound each—$4.862— 
having a total par value of $9,733,309; together with 10,800,000 ordinary shares 
of a par value of $5 each, with a total par value of $54,000,000. At the present 
date the paid-up capital of the company consists of $8,030,000 preference shares 
and $47,255,160 ordinary shares, making a total of $55,285,160. 

Q. At this point, no stocks have been issued for preference shares, and 
common shares were not sold for cash?—A. Up to that time, no. 

Q. But what change took place immediately following the reorganization 
of 1908?—A. 1908? 

Q. Yes. Were there any bonus shares then issued, common shares, between 
then and 1912?—A. There were no bonus shares issued, but the $100 shares 
were split into $5 no par value shares; the same total par value. 

(). That is to say, the common shares which had been given for the assets 
in 1908 amounting to 54,005 ordinary shares at a par value of $100 each?— 
A. That is right. 

Q. And that represented a total value of $5,400,500?—A. Yes, sir. 

Mr. Facror: Where do you get this 54,000? 

Mr. SOMMERVILLE: On page 74. 


By Mr. Sommerville: 


(J. Were any of these 54,000 ordinary shares at that time issued as a bonus 
to those who were turning over their assets for preferred shares?—A. No. 

(). They did not? 

The CHatrmMan: The answer is what, Mr. Miller? 

The Witness: No. | 


By Mr. Sommerville: 


(. Were the assets that were turned over not fully represented by the 
value of $3,462,651.05 of preference shares issued at that time. The tangible 
assets consisted of $3,251,970.67, and the shares which had a value of $396,379.42; 
a total of $3,462,651.05 worth of stock. 

Q. But at that time of the $5,400,500 of common shares issued, there was 
issued for goodwill, trade marks, etc., $5,214,800.96?—A. Yes, sir. 

@. And the 54,000 ordinary shares, practically all went to pay for goodwill, 
trade marks, taken over?—A. As stated, yes. 

Q. In a sense they were not bonus shares?—A. No. 


PRICE SPREADS AND MASS BUYING 1447 


Q. But the assets which the Imperial Tobacco Company received were not 
cash, but goodwill, trade marks, etc.?—-A. Not altogether. 

Q. Whatever that may cover?—A. It is as stated. 

Q. That covers a multitude of things in every organization, does it not? 


By Mr. Factor: 
Q. They were the intangible assets at any rate?—A. Yes, sir, goodwill, 
trade marks, and so forth. 


By Mr. Sommerville: | 

Q. Will you tell me what happened to these particular common shares, 
54,005 ordinary shares; what happened to the stock structure with reference 
to the shares; they were $100 shares?—A. They were exchanged for $5 par 
value shares. 

Q. When did that take place?—A. That took place on May 31, 1912. 

Q. On May 31, 1912; the Imperial Tobacco Company, as at present con- 
stituted?—A. No, that is in 1908. 

Q. That is the 1908 Imperial Tobacco Company?—A. Yes. 

Q. They issued 20 shares of common, of a par value of $5 each for each 
$100 of common stock then outstanding?—A. Yes. 

Q. That is the next situation?—A. Yes. 

Q. So that these 54,005 ordinary shares became what?—A. 1,080,100 shares. 


By the Chairman: 


Q. $100 shares?—A. No, $5 shares. 
(. $5 shares?—A. Yes. ; 
@. And that meant that the $100,000,000—in round terms, we will speak 
_ of it as approximately $100,000,000—of common shares was then outstanding?— 
A. $100,000,000? 


The Cuatrman: No, no; $1,000,000. 
Mr. SOMMERVILLE: I beg your pardon, $1,000,000. 


By Mr. Factor: 
Q. The par value did not change?—A. The total par value, no. 


By Mr. Sommerville: 


Q. Then, the 1,000,080 common shares then outstanding represented the 
_ price that was paid for goodwill, trade marks, etc., in 1908?—A. Well, less 
some— 

Q. Less a few assets?—A. I do not know what you call a few—it was 
$180,000 approximately. 


By Mr. Factor: 
Q. That was all in 1908?—A. No. 
Mr, SoMMERVILLE: The change in stock took place in 1912. 
Mr. Factor: No, in 1912 there is $10,800,000. 
Mr. SoMMERVILLE: That is the next set-up, we will come to that. 


The CuatrMAN: You had better describe that next set-up, it is a change 
in the capital value of the shares from $100 to $5? 


The Witness: That is right. 
The CuairMaAn: Which called for 20 $5 shares for each $100 share. 


ae : 
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By Mr. Sommerville: 

Q. That took place in—?—A. May of 1912. 

Q. At that time no additional cash was put into the company?—A. At that 
time, no. 

Q. Then the next step was what, Mr. Miller?—A. Shortly following its 
incorporation the present 1912 company took over the business and operations 
of its predecessor, the 1908 company. 

@. When was the present, company incorporated, what month? 

Mr. Factor: April of 1912. 


Mr. SoMMERVILLE: Yes, that is right; April of 1912, I understand, was 
the date of incorporation. 


The Witness: April 3, 1912. 


By Mr. Sommerville: 
@. What was his authorized capital?—A. Authorized—at that time? 
The Cuamrman: It is on page 73, or 74 there; authorized capital 
$63,000,000. 
The Witness: That is it. 


By Mr. Sommerville: 


Q. The present authorized capital then is—?—A. The original of April 
3rd, 1912, was 1,999,995 one pound shares, of $4.862. 


By Mr. Factor: 


Q. That is preference?—A. Yes. And six million ordinary shares of a 
par value of $5. 

Q. Six million?—A. Yes, sir. 

Q. Of $5, so that its authorized capital shares had a par value of 
$30,000,000?—A. Yes, sir. 


By Mr. Kennedy (Winnipeg) : 
Q. What is the total of these two?—A. A par value of $39,733,309. 
Q. The total authorized value was then $39,000,000?—A. Yes. 
Q. That was a considerable reduction from your capital authorization? 


The CHAIRMAN: No, increase. 


Mr. Kennepy (Winnipeg): I mean increase. The 1912 assets grew up to 
$63,000,000; but when incorporated in 1912— 


The Witness: And in 1921. 


By Mr. Sommerville: 


Q. Just before we leave that: when that company was incorporated in 
1912, it was with a view to turning over the assets to said company of this new 
company that the par value of common shares was reduced from $100 to $5?— 
A. I could not answer that, sir. You see, we—it was done with that object. 

@. When you were contemplating turning over the assets of the old Im- 
perial Tobacco Company of 1908 to the newly incorporated company of 1912? 
—A. I could not answer that, sir. 

Q. Well, you have given us the intimation that the change from $100: 
shares to $5 shares took place in May of 1912?—A. Yes, sir. 

Q. This company was incorporated in April 1912?—A. Yes. 

Q. With a view to taking over certain assets?—A. ‘Yes, certain assets. 


PRICE SPREADS AND MASS BUYING 1449 


Q. And in the consummation of that enterprise the shares in the old company 
that was then going out of business were changed from $100 to $5 shares, common 
shares?—A. That is right. 


The CuHarRMAN: Synchronized, in any case. 


By Mr. Sommerville: 

Q. And the old company did go out of business?—A. Yes, sir. 

Q. Well then, what was paid by the new company for the new assets then 
taken over?—A. The present 1912 company took over the business operations 
of its predecessor, the 1908 company, paying the shareholders thereof 821,918 
preference shares to the value of $4,000,000.93, together with 5,400,500 ordinary 
shares with a par value of $27,002,500. | 

Q. That is to say, when you took over the assets of the old company you 
paid the common shareholders of the old company share for share in the new 
company?—A. That is right. 

Q. That is the same issue?—A. 5,400,000. 

Q. Share for share in the new company, having a par value of $5.00?—A. 
That is right. 

Q. So that at the close of that operation the new company had issued to 
the shareholders of the old company 5,400,500 ordinary shares of a par value 
of $5.00 each?—A. Yes. 

Q. And the total par value of $27,002,500? 

Mr. Factor: I do not understand that. 

Mr. Iustey: That is share for share. 

Mr. Factor: I thought that the ordinary shares had a par value of $5,400,000. 

Mr. Itstey: So they did, and this is 5,400,500 shares. 

Mr. SoMMERVILLE: Right—now we will get it. 

The Wirness: I think we are wrong there, there was 1,080,000 shares. 


By the Chasrman: 
-Q. What were they exchanged for?—A. For 5,400,500 shares. 


By Mr. Sommerville: 


Q. In other words, in the change from the new company to the old you 
gave five shares in the new company for each share in the old company?—A. 
Yes, sir. 

Q. In ordinary shares?—A. Yes, sir. 

Q. And the persons who received these 5 shares put up no additional company 
to the new company?—A. Not for that, not at that time. 

Q. Then, when you were disposing of the preferred shares of the 1912 com- 
pee did you give share for share in the preferred share?—A. Yes, share for 
share. ’ 

Q. Share for share?—A. Yes, sir. 

Q. So that what actually took place then was that the preferred share- 
holders in the 1908 company got preferred shares for the same amount and the 
same value in the new company?—A. Yes. 

Q. And the common shareholders in the old company got 5 shares in the 
new company for each share they held?—A. That is right. 

" an In other words, you added $22,000,000 of capital issued at that time?— 
. Yes. 

Q. Which was distributed among the shareholders of the Imperial Tobacco 

Company of 1908?—A. Approximately, sir. 


Mr. Factor: In other words, they got a bonus of about $22,000,000. 
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Mr. SoMMERVILLE: They got a bonus of $22,000,000 anyway. 
The CHAIRMAN: Put that to the witness and ask him. 


By Mr. Sommerville: 

Q. In other words, the common shareholders of the 1908 Imperial Tobacco 
Company got a bonus of $22,000,000 in the ordinary shares of the new company? 
—A. Can I answer that by saying that they got $27,000,000 par value for 
$5,400,000 of the previous par value stock. 

Q. What do you call that, a bonus or a premium?—A. It is an exchange 
of stock; I do not know what you would call it, sir. 

Q. Oh, I see; well, all right. 

Mr. Factor: It is a bonus all right. 


By Mr. Sommerville: 

Q. Well then, what was the next step in the set-up of the structure?—A. The 
Imperial Tobacco Company; you mean in issued stock. 

@. What took place, if anything, after that?—-A. On September 30, 1912, 
there was an issue of 410,959 shares of preference stock for cash. 

Q. And these were common shares?—A. No, preference shares. 

(). Preference shares?—A. For cash. 

Q. Preference shares for cash, $2,000,000.47. 


By Mr ek actor: 


Q. That was cash paid into the company in September of 1912?—A. Yes, 
sir, in September of 1913 there was issued for cash, 417,123 shares for 
$2 029,998.60. 


By Mr. Kennedy (Winnipeg): 
Q. Preference shares?—A. Yes. 


By Mr. Sommerville: 


Q. That is the cash that came into the company?—A. Yes, sir. 

@. Now, were there any common shares given as a bonus or as part of 
the price paid for these preference shares?—A. No. 

Q. They were sold on their own merits, alone?—A. Yes. 

Q. Well then, we have here an addition of $4,000,000 in these two opera- 
tions; we have an addition of $4,029,999.07 in capital, cash to the treasury of 
The Imperial Tobacco Company of 1912?—A. Yes. 

@. And no change in the common stock structure by reason of that opera- 
tion?’—A. No. 

@. Then, what was the next thing that happened?—A. In July of 1921 
there was issued 400,000 ordinary shares of a par value of $5 each, amounting 
to $2,000,000 to the British American Tobacco Company Limited, for and in 
consideration of trade marks and goodwill pertaining to their business in Canada. 

Q. In July of 1921 The American Tobacco Company were issued—?—A. 
The British American Tobacco Company Limited. 

(). The British American Tobacco Company were issued 400,000 ordinary 
shares having a par value of $5 each or $2,000,000?—A. Yes. 

Q. For trade marks, and goodwill pertaining to their business in Canada? 
—A. Yes, sir. 

@. The British American Tobacco Company is the parent company of The 
Imperial Tobacco Company of Canada?—A. Yes, sir. . 

Q. And the British American Tobacco Company are the owners of a 
substantial portion of the shares of your company ’—A. Yes, sir. 


PRICE SPREADS AND MASS BUYING 1451 


By Mr. Factor: 


Q. Your prospectus says, controlled by the British American Tobacco Com- 
pany Limited; do they hold a majority of the stock of the Imperial of Canada? 


_*_&. We have a list of the shareholders, we have submitted to you a list. of 


3 the shareholders, I think. 


Mr. SoMMERVILLE: Yes. 


By Mr. Sommerville: 


Q. But in actual fact that is the situation, is it not; that they are controlled 
by the British American Tobacco Company?—A. You have a list of the share- 
holders there, sir; technically—. 

Q. Why debate it technically; is not it a fact that that is the way it is; 
it is with them that you do your business, and it is from them that you receive 
your orders as to policy?—A. Well, | would not say that, sir; except in the 
broadest sort of sense. 

Q. I do not care how broad you make it?—A. All right, sir. 

Q. They are the controlling factor in the Imperial Tobacco Company ?—A. 


Yes, sir. - 


Mr. Instey: This is the first time it has been mentioned in this statement; 
what kind of a company is it? 


By Mr. Sommerville: 

Q. Tell me, what is the British American Tobacco Company?—A. It is an 
English corporation, sir. | 

Q. Incorporated in England?—A. Yes, sir. 

Q. And it has offices in the United States?A. Its offices are in England. 

Q. But they have offices in the United States?—A. Yes, sir. 

Q. And has a number of officers there?—A. No—well, two I think. 

And it owns and controls a large number of companies in the United 
States?_A. Not a large number; not to my knowledge, sir. 

Q. Is it not the owner or the controller of a very large business in the 
United States?—A. So far as my knowledge goes, sir, they control the Brown 
Williamson Tobacco Company. 

Q. And that company is one of the largest cigarette manufacturers in the 
United States?—A. One of the smaller ones, sir. 

Q. The Brown Williamson Company?—A. Yes, sir. 

Q. One of the small ones?—A. Yes, sir. 


The CramrmMan: You are getting into a new field there, where big things 
are handled in a big way. 
The Wirness: Well, by comparison, sir. 


By Mr. Sommerville: 


Q. Perhaps they are; they are one of the large companies handling the 
cheaper cigarettes?—A. The Brown Williamson Company is one of what they 
term the smaller four—the little four. 

Q. Give me in your own words now, Mr. Miller—I am going to leave it 
entirely to you to say what is the position of the British American Tobacco 
Company as far as its business 1s concerned; what does it control, or direct, or 
own; or what does it have in the way of subsidiaries?—A. Well, it is a large 
tobacco company that has interests pretty well all over the world, generally 
speaking. 

Q. I think in the Senate of the United States the other day it was said that 
they had the heathen for their inheritance and the ends of the earth for their 
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possession; was that a fair description of this British American Company ?—A. 


They are pretty generally represented throughout the world. They have interests 


throughout the world. 
@. Are they the owners or have they a controlling interest in the Imperial 


Tobacco Company of Great Britain and Ireland?—A. Not to my knowledge or | 


belief. I don’t think so. 


By Mr. Factor: 


Q. Is it not the other way around? Does the Imperial Tobacco Company 
of Great Britain and Ireland not own substantial capital stock of the British 
American Tobacco Company?—A. I believe that to be true. 


By Mr. Sommerville: 


(). Then the order is reversed. The Imperial Tobacco Company of Great 
Britain and Ireland owns the British American, or a very substantial share of 
the British American?—A. I think so. 

@. Do they control the activities of the British American?—A. Not to my 
knowledge or belief. 

(. At any rate, the British American is linked with the Imperial Tobacco 
Company of Great Britain and Ireland, and is linked with your company here? 
—A. Yes. 

Q. And controls the company on this side of the line, at any rate?—A. Yes. 

(). What did they give for the $2,000,000 of common shares that were given 
to them in 1921?—A. They gave trade marks and goodwill pertaining to all of 
their business in Canada. 

Q. What actually, did they have in Canada?—A. They had the rights to a 
lot of important brands: in Canada. That is included in that. 


By Mr, Kennedy (Winnipeg): 


Q. Referring to the point under discussion, Mr. Miller, of the giving of 
$2,000,000 to the British American Tobacco Company in consideration of 
trade marks and goodwill in Canada, I suppose that issue would be pursuant to 
an agreement entered into?—A. Yes. 

Q. In taking over the trade marks and goodwill of the British American 
Tobacco Company in Canada, would that exclude the British American Tobacco 
Company from operating here?—A. On these brands. I don’t know that it was 
complete exclusion. 

Q. That is the point I want to get?—A. I am not competent to answer that. 
That is legal. 

(. Iam not asking it, as your friend suggests, from a strictly legal point of 
view. What was the understanding? Your company was paying $2,000,000?— 
A. Yes: 


Q. For the trade marks and goodwill of the British American Tobacco” 


Company in Canada?—A. Yes. 


Q. What was the understanding of the Imperial Company as to what they: 


were getting? What rights were they getting?—A. We were getting very valuable 
rights, brands and trade marks that were known throughout the world. 

Q. And also was it excluding the British American Tobacco Company from 
carrying on business in Canada?—A. Truthfully I could not answer that. They 
don’t carry on business here. I believe so. 


By the Chairman: 


Q. Would it not be reasonable to expect that if you paid out $2,000,000 for 
their brands, they would not themselves sell those brands in Canada?—A. Oh, 
they can’t sell those brands. 


| 
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By Mr. Kennedy (Winnipeg): 


Q. I didn’t mean those brands, but that they would not carry on business 
in Canada?—A. They don’t; I could not answer that question positively. 

Q. Since the date of that deal, or since the date of that purchase, the British 
American have not carried on business in Canada?—A. No, sir. 


Mr. Kennepy (Winnipeg): That answers it. 


By Mr. Sommerville: 

Q. Were they carrying on business independently of your company before 
that deal was made in 1921?—A. I don’t think so. 

Q. In other words, you were using those brands previous to 1929?—A. I 
don’t say that. 

Q. Well, were you not?—A. I understand we were conducting it on a royalty 
basis for them. 

Q. But they owned your company or they controlled your company; you 
were manufacturing those brands in Canada and selling those brands in Canada. 
The British American were not doing that?—A. No, they were not; not directly. 
We were selling them under some arrangement, under agreement for them; or 
some of the brands. 

Q. Then you took over these rights, whatever they were, and gave them 
$2,000,000?—A. Yes. 

Q. Gave it to the people who controlled your company?—A. Yes. 

Mr. Factor: Whatever they were. What were they? 


By Mr. Sommerville: 


Q. What were those rights?—A. I would have to get a copy of the agreement 
and refer to it. I would be glad to do that. 


By the Chairman: 


Q. You might mention some of them?—A. Well, Player’s, Wills’, Gold Flake, 
Ogden’s, Capstan, Three Castles. Those were very prominent, the most prom- 
inent. 

By Mr. Factor: 


Q. What do you mean, that they had the patent to the name or cigarette ?— 
A. They had trade-mark rights. | 

Q. You were selling those products under some arrangement with them?—A. 
Some of them; although, for instance, we were selling Player’s, I think, I don’t 
think we were selling Capstans at that time. They have just recently been put 
on the market, but Player’s we were. 


By Mr. Sommerville: 


Q. Those that you were not manufacturing were not being made by the 
British American in this country in opposition to you?—A. No. 

Q. However, that is the statement you made, and you will let us have the 
agreement under which that was transferred?—A. Yes. 

Q. That increased the ordinary shares by 400,000 or $2,000,000. At that 
time there was no cash put in?—A. No, sir. 

Q. What was the next step in the development of the stock structure?—A. 
In July, 1921, there was issued to Sir Mortimer Davis, Incorporated, 65,580 
ordinary shares of a par value of $5 each, amounting to $327,900, for and in con- 
sideration of their holdings in the capital stock of Scales & Roberts Limited and 
the H. Fortier Company Limited. 

Q. Who were Scales & Roberts Limited?—A. Jobbers, wholesalers. 
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Q. Wholesalers, where?—A. Head office in Toronto. 
Q. Who were H. Fortier Company Limited?—A. They were jobbers. 
Q. With head offices where?—A. In Montreal. 


By Mr. Factor: | 
Q. Scales & Roberts had branches throughout Ontario?—A. Several branches. 
Probably half a dozen, I think. 
Q. Did H. Fortier Company have branches?—A. No, no branches. 
Q. They just had their place in Montreal?—A. Yes. 


By Mr. Sommerville: | 
Q. For certain holdings in the capital stock of these two companies, there was ' 


issued to a company called Sir Mortimer Davis Incorporated, ordinary shares to 
the value of $327,900?—A. Yes. 


By Mr. Factor: sl 
Q. So that you acquired control of Scales & Roberts and H. Fortier?—A. | 
AY CS ies 
By Mr. Sommerville: 
Q. At that time Sir Mortimer Davis was the president of your company?— 
A. Yes. 
Q. Was it a new departure at that date, acquiring control of jobbers in the 
country ?—A. Yes, on the part of the Imperial Tobacco Company. | 
Q. How long had they been controlled by Sir Mortimer Davis Incorporated? 
—A. I think it was several years; not more than five or. six years, probably. | 
Q. So that the president, through his private company, owned these jobbing 
houses?—A. Yes. ; 
-@. And then turned them over to your company ’?—A. Yes. 
@. For the consideration that has just been mentioned?—A. Yes. 
Q. These were common or ordinary shares?—A. Yes. 


By Mr. Factor: 


Q. There was no cash in that transaction?—A. No, shares. 
Q. Shares?—A. Yes, shares represented it. 


By Mr. Sommerville: 


Q. What was next?—A. In September, 1921, there was issued 420,000 ordin- 
ary shares of a par value of $5 each to the value of $2,100,000 which were paid 
for in full by cash. 

Q. That is common, ordinary shares sold?—A. Yes. 

Q. To the value of $2,100,000 in cash?—A. Yes. 

Mr. Factor: Sold to the public? 


By Mr. Sommerville: - 


Q. Was the issue sold to the public?—A. It was sold to some individuals 
in the company under some arrangement. . 
Q).’ <Phis isin 1921 7A Y¥ os: 


Q. Is not this the issue that took place to the officers in your own company? 
—A. Yes. 


Q. Was that not issued as a bonus for services?—A. It was issued for cash. 


By the Chairman: 
Q. At par?—A. Yes, at par. 
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By Mr. Factor: 
Q. You mean the officers paid cash for those shares?—A. Yes. 


By Mr. Sommerville: 

Q. Is it not correct to say that this issue was made to the executive officers 
in your company?—A. And others. 

Q. For services rendered?—-A. And to be rendered. 

Q. And those services rendered or to be rendered were treated as cash?— 
_ A. No, they were issued for cash under some arrangement. 

Q. What was the arrangement?—A. I have not got the particulars of it. 

Mr. Itstry: What did he mean by services to be rendered? 

The Wirness: Well, I mean in consideration—there was an agreement 
‘made with a trustee, whereby the trustee paid the par value for the stock, and 
- the individuals paid the trustee over a period of years, to take delivery of the 
stock. 
. i By Mr. Sommerville: 

Q. Was there a relative increase in the salaries of the officials to whom this 
stock was sold, to take care of these payments?—A. No. 

‘ Q. My information is that this was a bonus issued to the employees or 
executive officers of your company, that it was put through the books as such, 
and treated as such, and that it was not an issue as in the ordinary course for 
_ cash?—A. It was issued for cash. Just a minute, please, till I look it up. It 
-_-was issued to some, I would say, twenty-five different individuals. 

a Q. Twenty-five individuals who were officers?—A. And employees. 

Q. Mostly executive officers, weren’t they?—A. No, salesmen, factory man- 
agers, important men in the company. It was not limited to the executives at all. 

Q. It was issued to them at par?—A. Yes, it was issued to a trustee at par, 
and they paid for it over a period of years. 


By Mr. Kennedy (Winnipeg): 
Q. They paid for it actually in cash?—A. Yes. 


Q. Or were they credited on the stock by virtue of services rendered?—A. 
No, paid for in cash. | 


By Mr. Sommerville: 


Q. Was there an arrangement for a certain amount to be taken from their 
salary to pay for it?—A. No. 


By Mr. Factor: 
Q. What was the market value of those shares in 1921?—A. I don’t know. 
Q. They were issued to them at par, $5’—A. Yes. , 
Q. Can you tell me what the market value was in 1921?—A. No, I don’t 
know. 
'  Q. Was there an agreement made, a written agreement, with the trustee 
in this transaction?—A. I think there was a written undertaking with the trustee. 
Q. Will you let Mr. Sommerville have that agreement? 


By Mr. Sommerville: 
Q. Yes. I don’t think anybody is complaining about the transaction at all. 
It was a favour to a certain group, of some twenty, you say?—A. Yes. 
Q. To take the shares at par at the time?—A. Yes. 
Q. You say you were paid in cash?—A. Yes. 
Mr. Factor: Make a note to ask him the market value of the shares in 
1921. : 
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By Mr. Sommerville: 

Q. What is the market value of those shares to-day, ordinary shares?—A. 
Around between $11 and $12. 

Q. That is the $5 par value?—A. Yes. | 3 | 

@. What was the next change that took place in your capital structure?—A. | 
Over a period of time ending 30th September, 1927, the company issued as fully | 
paid 1,299,080 ordinary shares of a par value of $6,495,400, in full settlement 
and consideration of the compazy’s bonded obligation of $6,495,400; in other — 
words, ordinary stock of the company was issued for bonds on a flat exchange — 
at par value. 

Mr, Factor: That is the first time I have heard of bonds. When were ° 
those bonds put out? 


By Mr. Sommerville: 
@. Yes. I understand in the year 1921 you sold an issue of $6,500,000 of 
bonds of the company— 
Mr. Factor: No, 1927. 


By Mr. Sommerville: 

Q. Yes, they sold an issue in 1921?—A. I have not got the particulars of it 
—about 1921. , 

@. That is what I say. I understand that in or about the year 1921 you 
sold an issue of six and a half millions of bonds in Inngland, largely ?—A. Offered 
to the shareholders. 

Q. To your shareholders?—A. Yes. 

@. And those bonds contained the privilege of exchanging at par value the 
bonds for ordinary shares?—A. Yes. 

Q. Was that at the rate of two for one?—A. No, it was at the same par 
value. 

Q. At the same par value?—A. Yes. 

Q. That is to say, they could get dollar for dollar in ordinary shares, if 
they desired to exchange?—A. Par value. 

(). This bond issue was taken up by the shareholders of your company, and 
was afterwards exchanged by those shareholders. So that your bond issue was 
wiped out, and common shares were issued to the value of 6,495,400?—A. Yes, 
that is right. 

Q. And that amount of cash was received by the company for the bonds? 
—A. Yes. 


By Mr. Factor: 
Q. What interest rate did those bonds carry?—A. Seven per cent. 


By Mr. Sommerville: 


Q. What was the next stock change that took place?—A. In October, 1928, 
the directors determined that a portion of the undivided profits that had been 
accumulated during the previous 16 years should be capitalized, and for that 
purpose issued as fully paid up, out of surplus, 1,517,032 ordinary shares having 
a par value of $7,585,160. 

Q. That is to say, the directors issued a bonus, or 20 per cent stock dividend? 
—A. Yes. . 

Q. A stock dividend of 20 per cent?—A. Yes. 

Q. And that represented 1,517,032 ordinary shares?—A. Yes. 

Q. Of the par value of $7,585,160?—A. Yes. 


Mr. Instey: Where did you get the 20 per cent? 


- i 
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ay By Mr. Sommerville: 


Q. At that time there were outstanding ordinary shares amounting to 
$7,500,000 odd?—A. Yes. 

Q. The 20 per cent represented one-fifth of that?—A. That 1s right. 

Q. And that was distributed to the shareholders?—A. Yes. 


Mr. Factor: That is from accumulated profits? 
Mr. SomMERVILLE: From the accumulated profits. 


By Mr. Sommerville: 


Q. Then, what was the next change?—A. In a period terminating Novem- 
ber, 1930, there were issued as fully paid 348,840 ordinary shares of a par value 
of $1,744,200 in full settlement and consideration of 11,628 ordinary shares of a 
par value of $100 each of the Tuckett Tobacco Company Limited. 

Q. You acquired control of the Tuckett Tobacco Company Limited?—A. 
Ownership of the common stock. 

Q. And for it you issued 348,840 ordinary shares?—A. Only for that number 

_ of ordinary shares’of Tuckett. 

Q. I beg your pardon?—A. I say that was issued for only that 11,628 
ordinary shares of Tuckett. That was in full. 

Q. That was the control?—A. No, not quite. Tucketts had 25,000 out- 
standing, ordinary shares. 

‘ Q. But that gave you a block of 11,628 ordinary shares for which you paid 
in the ordinary shares of your company $1,744,200?—A. Yes. 

Q. Had they been acquired over a period of years by someone in your 
company ?—A. No, sir. 

Q. How did you acquire those shares in the Tuckett Company?—A. We 
made an offer to the Tuckett shareholders, a public offer. 

Q. You made a public offer to the Tuckett shareholders?—A. Yes, to 
exchange. 

Q. And there were exchanges to this extent at that time?—A. Yes. 

Q. What did they represent, the 11,628 shares of the Tuckett Company; 
that would be about what?—A. $1,162,000. 

Q. About $150 a share?—A. Yes. 

Q. You would be paying the Tuckett people about $150 a share?—A. Yes. 

Q. That would be on the basis of your shares at par?—A. Yes. 

Q. Your shares at that time were substantially above par on the market? 
—A; Yes. 

Q. As I understand it, in 1930 they were substantially above what they are 

at the present time, weren’t they?—A. In 1930? 

Q. Yes, in 1930?—A. I don’t think so. 

Q. Were they about the same price?—A. About the same. This is high. 

Q. This is high?—A. To my knowledge. 

Mr. Instey: What is the Tuckett Company? 


By Mr. Sommerville: 
Q. What is the Tuckett Tobacco Company?—A. It is a company incor- 


porated under Dominion laws, with headquarters in Hamilton, a factory in 
Hamilton. 


By the Chairman: 


Q. A very well known, old tobacco company?—A. Yes, a very old tobacco 
and cigarette manufacturing company. 


1458 SPECIAL COMMITTEE 


By Mr. Factor: 

Q. With factories in London and Montreal?—A. No. They did have 
factories at one time in London, and they have not one at the present time in 
Montreal; just in Hamilton. . 

Q. Do they also control a subsidiary called the Tobacco Produce Corpora- 
tion of Canada?—A. Yes. 


By Mr. Sommerville: 
Q. To summarize, the present outstanding capital of the Imperial Tobbaco 
Company consists of $8,030,000 in preference capital?—A. Yes. 
(. $47,255,160 in ordinary capital?—A. Yes. 
@. Which was issued in consideration of $24,036,380.91 in tangible assets? 
—A. Yes. | 
Q. And 2,431,978.13 shares in various companies?—A. Yes. 


By the Chairman: 
Q. That is 2,431,978.18 dollars, not shares?—A. Par value. 


By Mr. Sommerville: 

Q. That is, your $24,036,380.91 included in tangible assets?—A. No, tangible 
assets of $24,000,000 odd. 

Q. Then $2,431,978.13 shares were issued in payment of shares in other 
companies?—A. No par value. 

Q. The shares in the various companies, together with the tangible assets 
which you received, accounted for the $24,036,380.91?—A. Plus $2,431,978.13, 
the two together. I don’t know that I understand your question clearly. 

Q. We will just talk about the outstanding capital structure?—A. Yes. 
There is $47,255,000 odd ordinary capital that has been issued, and $8,000,000 
odd preference, and it is stated there that that is represented by tangible assets 
of $24,036,000 odd. 

Q. Right?—-A. And in shares which might represent tangible and intangible, 
or is tangible, I suppose, $2,413,000 odd, which leaves a difference of $28,816,000 
odd for trade marks, goodwill and so forth. 


Mr. Iusutey: Mostly “ and so forth.” 


Mr. Factor: I would like to get, if possible, how much was cash. There is 
a total capitalization of preference and ordinary shares of $55,285,160. How 
much of that was actual cash? 


Mr. SomMeErvILLE: ‘That is exactly what I was coming to now. 


By Mr. Sommerville: 


Q. What of that was actual cash paid into your company?—A. First of 
all, there was $1,000,000. 


Mr. Kennepy (Winnipeg): Mr. Sommerville, I just tabulated that from 
the pages here. Might I just check it? 


Mr. SOMMERVILLE: Yes, I think we can get it very briefly. 


By Mr. Kennedy (Winnipeg): 


@. Mr. Miller, referring to the point at issue, in your final paragraph here 
you sum it up?—A. Yes. 

Q. Your present issued capital is preference stock, $8,030,000?—A. Yes. 

Q. Ordinary stock, $47,255,160?—A. Yes. : 

Q. A total of $55,285,160?—A. That is right. 

Q. That is your present issued capital stock?—A. Yes. 
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Q. Now, checking back—correct me if I am wrong—starting at page 73, as 
to the actual cash put into the company I have these items. You might follow 
them. First, in 1895 there was put in in cash into the American Tobacco Com- 

- pany $1,000,000?—A. Yes. 

Q. Next in 1908 there was an issue represented to be paid for in cash by the 
Imperial Tobacco Company of $537,348.13. 

Mr. Factor: Where is that? 

The Witness: I don’t see that. Where is it? Oh, that was in October, 
1908, you mean? 


By Mr. Kennedy (Winnipeg) : 

Q. Yes, I will repeat that. In October, 1908, there was put in in cash $537,- 
348.13?—A. Yes. 

Q. The next item I have is September, 1912, when there was another cash 
issue of $2,000,000.47?—A. Yes. 

Q. The next one is in 1913, the next paragraph?—A. Yes. 

Q. October, I think?—-A. September. 

Q. September of 1913?—A. Yes. 

Q@. Another cash issue of $2,029,998.60?—A. Yes. 

Q. Then the next cash item that appears is in 1921, amounting to $2,100,000. 


Mr. Factor: That is of the employees. 


By Mr. Kennedy (Winnipeg): 
Q. Yes, it is referred to as cash?—A. Yes. 
Q. That is all I find. That is the total of cash put in?—A. How about 
bonds? 


Mr. SoMMERVILLE: Your bonds must be included. 
Mr. Kennepy (Winnipeg): No, for another purpose. 


By Mr. Kennedy (Winnipeg) : 
Q. These bonds are paid for by the issue of some capital stock?—A. The 
original cash was paid for them. 
Mr. SoMMERVILLE: Cash went in; the original cash went in. 
Mr. Kennepy (Winnipeg): We will add that. What is the amount of the 
bonds? 
Mr. Factor: $6,495,400. 


By Mr. Kennedy (Winnipeg) : 
Q. That will make a total of cash of $14,162,747.20°—A. Yes. There was 
also issued $2,000,000 to the trustee for the benefit of the employees. 
Mr. Factor: That is included. 
Mr. Kennepy (Winnipeg): Yes, included in the $2,100,000. 
Mr. Factor: That is the total cash invested. 


By Mr. Kennedy (Winnipeg) : 

Q. The shares of the other companies was paid for by the issue of stock 
out of this company?—A. That is right. 

Q. Out of earnings?—A. No, not out of earnings necessarily. 

Q. Well, it is stock?—A. It is capital. _ 

Q. What I am trying to get at is the amount of cash that was actually put 
into this company. The total amount appears to be $14,162,747.20?—A. I was 
going to say, for instance take the Tuckett issue—it seems to me that it is the 


) 
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same thing, where we sold our common stock for cash and paid cash to the 
Tuckett shareholders for our stock. 

Mr. Iusuey: We understand that. } 

The CuairMaAn: I think Mr. Miller, who is representing his company, has 
the right to draw attention at this point to shares that were issued for real value, 
whether they were for cash or assets. 

- The Witness: Yes. 

The CHAIRMAN: He merely wants to be fair. 

Mr. Iustey: In order to make it fair, we have got to get this, try to get the 
capital. 

Mr. SOMMERVILLE: I think if you will just add to the $14,000,000, what was 
paid out for tangible assets, that would give it. 

The CuHarrMan: Sir Mortimer Davis. 


By Mr. Factor: 


Q. Let us get a separate schedule; the actual cash investment is $14,162,- 
747.20?—A. I have not checked that, but the net result is referred to in the last 
paragraph, as to what the whole capital structure is. 

Q. I want a separate schedule of what you paid, what you call tangible 
assets. Let us take that in a separate schedule and then we can get a picture of 
this. 


Mr. Kennepy (Winnipeg): Mr. Factor, I am just at the end of my ques- 
tion. I wonder if I might pursue it? 


The CHairMAN: Pursue your question, Mr. Kennedy. 


By Mr, Kennedy (Winnipeg) : 


Q. I have gone through some of the material and have picked out several 
places where it has been mentioned that shares have been issued for cash?—A. 
That is right. 

@. I will read them if you like. The total there was $7,667,347.20?—A. 
Didn’t you overlook the bonds. 

@. That is the cash I am talking about; then you issued in payment of bond 
obligations, $6,495,400?—A. That is cash received from the issue of bonds. 

@. That makes the total represented by cash $14,162,470.20; is that right? 
—A. I think that is approximately correct sir, for actual cash, if you eliminate 
the question of other tangible assets. 

Q. Without eliminating, we can come to that later?—A. All right, sir. 

Q. But, that is cash?—A. Approximately, subject to verification, I think 
that is approximately correct. 

@. And it has been built up—I am not raising any question as to how—but 
‘it has been built up to the present paid-up capitalization of over $55,000,000?— 
A. But other tangible assets. 

Mr. SOMMERVILLE: ‘Tangible and intangible. 

Mr. Kennepy (Winnipeg): Quite true. I say it has been built up to the 
present capital of $55,000,000. 

Mr. SOMMERVILLE: That is the market value of about $11 for each $5 share. 

Mr. Kennepy (Winnipeg): The market value is upwards of $100,000,000. 

The CHAIRMAN: Excuse me one minute; let Mr. Miller answer that last 
question by Mr. Kennedy; Mr. Kennedy says that this has been built up to 
$55,000,000. Mr. Miller certainly should have an opportunity to make any 
answer he wishes to that question. 
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The Witness: Well, it has been built up through the issue of stocks either 
for tangible assets or stocks in other companies to. the total of the net final result 
as previously said, having been issued for $24,036,380.91 in tangible assets, and 
$2,431,978.15 in shares of various companies. 

Mr. SOMMERVILLE: And $28,816,800.96 for trade marks, goodwill, ete. 

Mr. Kennepy (Winnipeg): I am not suggesting that there is no value 
there for the $55,000,000 odd, I was Just trying to follow the history of how it 
built up from a certain investment—I am not questioning the value behind that 
$55,000,000. 


By Mr. Sommerville: 


Q. Now then, Mr. Miller, do you want to make a list of the stocks issued 
for the tangible assets?—-A. Would you like us to compare your list? 

Q. Yes. I just want a schedule of how you make up the tangible assets of 
$24,036 ,380?—A. It will be filed. ~ 

The CuHairMAN: I think it is all set out in the schedule. 

Mr. Iustey: He wants the tangible assets which account for the cash 
exclusively. 

Mr. SoMMERVILLE: They can be worked out very simply now, can they 
not; let us have them now. 

The CHairRMAN: Mortimer Davis, Tucketts, and the bonus. 

The Witness: I think it would be better if you let us file a statement later 
on. I think it has been fairly covered in this brief here. 

The CuarrMANn: All right. Mr. Miller will file the statement. In the 
aes ube I think it is pretty well down in this statement here. We can check 

is. 

Mr. Iusuey: Before vou leave that, there is just a question: we might take 
the shares, these shares may have been built up from very humble beginnings; 
perhaps that is a matter for enquiry—is it, Mr. Sommerville? 

Mr. SOMMERVILLE: It may be. 

Mr. Iustey: Yes. 

Mr. Factor: Mr. Ilsley’s remark here should be developed. In producing 
the statement of these tangible assets, and the shares of other companies, we 
ought to analyze these other companies to see how their shares were built up. 

Mr. SoMMERVILLE: That may be, but on the other hand this company paid 
for them; whoever may have received the benefit from the building up may 
have been entirely different from these shareholders. 

Mr. Instey: They may have been, they may not have been; time after 
time big prices are paid because some people are interested. 

Mr. SoMMERVILLE: That is perfectly true. 

Mr. Kennepy (Winnipeg): The point just raised by Mr. Factor and Mr. 
Tsley is, I think, well indicated in the second last paragraph on page 75 where 
they took over the stock in the Tuckett Tobacco Company. There it is set out: 
in a period terminating November 1930 there were issued as fully paid 348,840 
ordinary shares of a par value of $1,744,200 in full settlement and consideration 
of 11,628 ordinary shares of a par value of $100 each to the Tuckett Company; 
so that indicates the accretion in the value of the stock of the Tuckett Company 
there. 

Mr. IustEy: Yes. 

Mr. Kennepy (Winnipeg): The original cost of the Tuckett shares at $100 
each would be—? 
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The CHAIRMAN: $110,000. 

Mr. Kennepy (Winnipeg): $116,280. 

Mr. SOMMERVILLE: Yes. 

Q. Which was bought for $1,744,200. 

Mr. Factor: It becomes very important, because I see here in the state- 
ment of the Tuckett Tobacco Company that on common shares the dividend 
was 32 per cent per annum in January of 1933; so that these shares may have 
been capitalized—the accummulated profits may have been capitalized in the 
Tuckett Tobacco Company. 


Sadia 


Mr. SoMMERVILLE: I propose to deal with some of these companies now. — 


By Mr. Factor: 
@. Can you tell me what the market value of the capital is now2—A. You 
mean, the preference stock. 
Q. Take the ordinary common shares, $47,000,000 of common shares?—A. 
They are selling at around $11 or $12 a share. 


By Mr. Kennedy (Winnipeg): 


Q. And the par value is $5?—A. Yes. 

Q. What about the preference shares?—A. Selling about 27 shillings the 
same as sold in England. 

Q. And the pound is what?—A. 20 shillings—$4.862. 


By Mr. Sommerville: 


Q. Your company also owns the National Tobacco Company ?—A. No, we 
have a 50 per cent interest in it. 

Q. And you acquired that in July 1908?—A. Just a minute, I will find the 
statement—what was your question again. 

Q. The interest of the Imperial Tobacco Company in the National Tobacco 
Company Limited was originally secured by the purchase of 250 ordinary shares 
in the National Snuff Company?—A. Yes. 

@. And these shares were acquired from the American Tobacco Company 
in July 1908, and I understand that that was done through the issue of prefer- 
ence shares in the Imperial Tobacco Company of Canada Limited in 1908 to 
the value of $25,200?—A. Yes. 

Q. I am taking your statement at page 2?—A. Yes. | 

(). Then you issued preference $25,200 to pay for 250 ordinary shares of 
the National Snuff Company?—A. Yes. 

@. The National Snuff Company apparently owned the National Tobacco 
Company ?—A. No, I think there was a change in the name subsequently. 


Q. At the time when you acquired them, you acquired the shares in not 


the National Tobacco Company, but the National Snuff Company which con- 
trolled the National Tobacco Company?—A. Yes. 

Q. Subsequently the National Snuff Company issued script as dividends 
to all shareholders, and the Imperial Tobacco Company of Canada Limited by 


this means acquired script in the National Snuff Company to the value of 


$25,000°—A. Yes. 


Q. Was that in lieu of the preference shares, or was it additional to them? 


—A. It was additional. 

Q. In the nature of a stock dividend?—A. No, cash. 

Q. Script?—A. No, cash. 

Q. Then you got back $25,000 return from that $25,000 in cash?—A. No, 
we paid them an additional $25,000. 


No, you acquired script in the National Snuff Company to the value of 


(). 
$25,000?—A. Yes. 
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Q@. And you had already issued to them preference shares to the value of 
$25,000, so you got your money back?—A. I will be glad to look into that and 


- give you an answer. 


Q. I am reading from your statement?—A. All right, sir. Subsequently 
_ the National Snuff Company issued script as dividend to ordinary shareholders, 
and the Imperial Tobacco Company by this means acquired script in the National 


_. Snuff Company—we got an additional—. 


Q. You got an additional $25,000?—A. Yes. 

Q. And that paid you for the value of the shares that had been issued to 
_ the Snuff Company, $25,200 had been issued?—A. I do not know, sir; it 
appears so from this statement. 

Q. It is a simple mathematical proposition?—A. I did not realize it. 

Q. In June of 1913 the National Tobacco Company was incorporated with 
an authorized capital of $4,000,000, divided into 800,000 shares with a par value 
of $5 each?—A. Yes. 

Q. Now, you did receive back all the money from the National Tobacco 
Company that had been put in, $25,000; and when that incorporation took place 
the National Tobacco then acquired the National Snuff Company as a going con- 
cern, the consideration being the issue of the total authorized capital of the new 
- company to the nominees of the old company; that is correct, is it not? I am 
following the statement you have given me?—A. All right, sir. 

Q. Reading further from your statement to me: by this means the Imperial 
Tobacco Company of Canada Limited 1912, acquired its present holdings in 
the National Tobacco Company Limited amounting to 400,000 shares of a total 
par value of $2,000,000. Now, that is correct, is it not?—A. Yes, sir. 

Q. The total par value?—A. Yes. 

Q. Then let me read the profits for the past few years:— 
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Those were the profits of the respective years?—-A. Yes, sir. 

@. And in that company you have a 50 per cent interest?—A. Yes, sir. 

Q. And that 50 per cent interest really cost you nothing?—A. I think there 
is some mistake about that statement, sir; it did cost us something, I am sure 
that it did. 

@. You issued $25,000 of preferred shares in the Imperial Company for the 
stock which subsequently became $2,000,000 par value?—-A. Yes, sir. 

@. And you got back a dividend of $25,000 in scrip?—A. It certainly 
appears so, sir, from this record, but I think probably in our effort to try to 
produce all these things in a hurry—and this is an old transaction—there must 
be something misleading about that statement, because I do not think that that 
is true. 

Q. Well, supposing that we forget the scrip entirely, leave out the question 
of what we got back. Then the situation is, that for $25 par value of preferred 
shares in the Imperial Tobacco Company you subsequently got $2,000,000 par 
value in the National Tobacco Company?—A. That is correct. 

Q. Out of $4,000,000?—A. Yes. 
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Q. And that represented 50 per cent of the assets of this SOT ae tl ; 
A. Yes. 

Q. And from that company you have been receiving very substantial 
profits every year for many years?—A. Yes, sir. 

Q. And in that company you have a 50 per cent interest in the undivided 
profits of that company ?—A. Yes. 

@. Whatever they may be at the present time?—A. Yes. 

Q. Perhaps you have not got that figure?—A. I have not, sir. 

Q. But the undivided profits at the present time must have accumulated 
to quite a substantial sum?—A. I have not got that, sir. 

Q. Will you be good enough to let us have that?—A. Yes. 

Q. Perhaps before we leave the National Tobacco Company, the dividend 
that you received last year, for the year ending 3lst December, 1933, from the 
National Tobacco Company, Limited, amounted to $195,0002—A. That is the 
record, yes. 

Q. That is on an original investment of $25,000?—A. Yes. I think there 
are some additions to that investment though, sir. I will be glad to find out. 

Q. Whatever they are we will be glad to have them; and, relatively, you 
received similar amounts each vear?-—A. Yes, sir. 

Q. During the past ten years?—A. Yes. 

Q. Perhaps I might look at 1932. In the year 1932, the dividend that you 
received from the National Tobacco Company Limited, for the year ending 
31st December, 1932, was $400,000?—A. That is so. 

@. Since then, have you acquired all the shares in that company, or do you 
still own just half of them?—A. Half of them. 

@. Who owns the other half?—A. The United States Tobacco Company. 

Q. The United States Tobacco Company?—A. Yes, of New York. 

@. Is that a subsidiary of the British American Tobacco Company?—A. 
No, sir. 

Q. Not connected with it in any way?—A. No, not to my knowledge or 
belief, sir. 

Q. Or the Imperial?—A. No, not to my knowledge or belief. 

@. And in the’ year 1931, you received as:dividends from the company, 
the sum of $240,000?—A. Yes. 

Q. And while we are at it, for the year 1930 you received as dividends from 
the National Tobacco Company Limited, the amount of $300,000?—A. Yes, sir. 

Q. And for the year 1929 you received as dividends from the National 
Panede Company Limited $240,000?—A. Yes, sir. 

Q. Now, that is just for these last five years, but I have no doubt that, 
relatively speaking, you received the same proportion of dividends for the pre- 
vious five years?—A, I think so, sir. 


: 


The committee adjourned at 1 p.m. to resume at 3.30 p.m. 


AFTERNOON SITTING 
The committee resumed at 3.30 p.m. 
Gray MILuer, recalled. 


By Mr. Sommerville: 

Q. Mr. Miller, I don’t know whether at the noon recess you took occasion, 
or did find anything more about the $25,000 dividend of the National Tobacco 
Company that we were inquiring about?—-A. I think I could clarify that. 

Q. I thought while it was fresh in our memory, perhaps you would like 
to do that?—A. Yes. We tried. I have a little memorandum which I hope 
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will make it clear. The American Tobacco Company of Canada Limited held 
250 shares in the National Snuff Company, representing an investment of 
$25,200. The Imperial Tobacco Company of Canada, 1908 company, acquired 
these shares when they took over the business of the American Tobacco Com- 


pany of Canada, as previously explained. During the time these 250 shares 


were held by the I. T. Company of Canada, 1908— 

Q. The Imperial Tobacco Company of Canada, 1908?—A. Yes. —the 
National Snuff Company declared out of accumulated profits a dividend in the 
form of interest—bearing scrip, the value of the Imperial Tobacco Company 
(1908) of Canada’s share of this scrip dividend being $25,000. The Imperial 
Tobacco Company of Canada, 1912 company, acquired these 250 shares and the 
$25,000 worth of scrip which had not been redeemed by the National Snuff 
Company, when they took over the business of the Imperial Tobacco Com- 
pany (1908) as previously explained. 

@. The Imperial Tobacco Company of 1908?—A. Yes. In 1913 the 
National Tobacco Company, Limited—that is a new company that you just 
had the earnings of—took over the business of the National Snuff Company; 
and issued capital stock in payment of the National Snuff Company’s liability 


“in the scrip referred to above. Is that clear? 


Q. In scrip and in preferred shares?—A. No, in scrip. Let us see, in 1913 
there was not any. The Imperial Tobacco Company, 1908, already had at that 
time the $25,200 worth of stock. 

(). 250 shares?—A. Yes. 

Q. Or ordinary shares?—A. Preferred. They had issued preferred stock 
for taking it over from the American Tobacco Company. 

Q. The 1908 company held 250 ordinary shares of the National Snuff 
Company?—A. Yes. 

@. And then subsequently the National Snuff Company issued scrip?—A. 
Declared a dividend in scrip. 

Q.. They declared a dividend in the form of scrip?—A. Yes. 

Q. Bearing interest at 7 per cent?—A. 1 don’t remember the interest. I 
can verify that. 

Q. Bearing interest, at any rate?—A. Yes. 

Q. The amount that went to the Imperial Tobacco Company of 1908 was 
$25,000 of that scrip?—A. That is right. 

Q. So that the Imperial Tobacco Company of 1908 got $25,000 in scrip 
as their share of the dividend?—A. That is right. 

@. And they still held 250 shares, common shares, of the National Snuff 
Company?—A. Yes. 

Q. Then when the National Snuff Company sold out to the National Tobacco 
Company—in June, 1931, was it?—A. In 19138, yes. 

Q. The position then was that they owed to the Imperial Tobacco Com- 
pany of 1908, $25,000 in scrip?—A. Yes. 

Q. And the Imperial Tobacco Company had at that time $25,200 worth of 
stock?—A. Of stock. 

(. 250 shares of stock?—A. Yes. 

Q. And for that they got, or for the scrip they got—A. Scrip and stock. 

Q. Then in 1913 the National Tobacco Company was incorporated with 
$4,000,000 capital?—A. That is right. 

Q. Divided into 800,000 shares of $5 each?—A. Yes. 

Q. And for the $25,000 of scrip——A. And the stock. 

@. —and the stock, 250 shares of stock, the Imperial Tobacco Company 
got 400,000 shares of the par value of $5 each?—A. Yes, 400,000. That is right. 
So that their investment stood at $50,200. 

Q. $50,200?—A. Yes. 
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Q. For which they got stock to the par value of $2,000,000?7—A. Yes. 
Q. The investment having accumulated from the original $25,000, by reason 
of the script dividend that had been declared?—A. I don’t just understand your > 
tion. 
Sta Well, they had originally $25,000?—A. They declared a dividend which 
they didn’t pay in cash. They had to pay it sometime. It was a liability. 
Mr. Facror: The dividend was declared by the National Snuff Company? 
Mr. SOMMERVILLE: Yes. 
Mr. Factor: But when the Imperial Tobacco Company paid $25,000 for 
the stock, they got in return $25,000 worth of scrip. 
Mr. SoMMERVILLE: Yes. 
Mr. Facror: I may be dense, but I can’t see how you make a $50,000 
investment. 
Mr. SOMMERVILLE: Well, it seems very simple. 
The Witness: May I read the final paragraph? 


By Mr. Sommerville: 


Q. The original investment of the Imperial Tobacco Company in the 
National Snuff Company was $25,000?—A. And $200. 

Q. $25,2002—A. Yes. 

Q. And for that they had 250 shares of ordinary stock?—A. Yes. 

Q@. That investment stood?—A. Yes. 

Q@. And that investment passed on from the Imperial Tobacco Company 
(1908) to the Imperial Tobacco Company (1912)?—A. Yes. 

Q. In the meantime, the National Snuff Company declared a dividend of 
$25,000 represented by scrip?—A. Yes. 

(. Which they handed out to the Imperial Tobacco Company?—A. Yes. 

Q. So that at that time the Imperial Tobacco Company’s investment was 
represented by $50,200, made up of those two factors?—A. That is right. 

Q. And for that $50,200, they received the $2,000,000 of shares in the 
National Tobacco Company?—A. Cancelling the scrip and the stock. 

Mr. Iustey: Why do you say it was an investment of $50,000? The scrip 
is nothing more nor less than an unpaid dividend on a $25,000 investment. 

Mr. SomMeErviItLtE: That is perfectly true. 

Mr. Iusuey: Then there is an investment of $25,200. 


Mr. SommeErvittE: There was an investment of $25,000 plus an unpaid 
dividend of $25,000. 

Mr. Iustey: It is hike any other unpaid dividend. 

The Witness: Like any unpaid liability; note, bond or anything else. 

Mr. Factor: The $25,000 pales into insignificance compared with the 
profits. We are just wasting a lot of time. 

Mr. SommeErviLuE: The net result is that the $25,000 represented by stock, 
the amount paid for the stock, was represented by your dividend. 


Mr. Iustzy: What is the Airercnee between scrip and an unpaid dividend, 
except that it bore interest? 


By Mr. Sommerville: 


Q. Well, if you invested $25,000 in a company and got $25,000 dividends, 
you got your money back, didn’t you?—A. Yes. In a period of time. It 
depends on how long you had it. 

Q. I quite appreciate that?—A. I think we have got the explanation there. 
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The Cuatrman: It would be perhaps more profitable if we simply added 
the value of the scrip to the subsequent earnings that came to the original stock 
investment. 


Mr. SOMMERVILLE: Yes. 
Mr. Factor: I think that is the way to do it. 


By Mr. Sommerville: 


Q. What interest do you own in the B. Houde Company, Taree. We 

own 4,352 shares out of the total issue of 5,000 shares; roughly 87 per cent. 

. There is issued 5,000 shares of $100 each?—A. Yes. 

. The total capitalization of that company is $500,000?—A. That is right. 
And you hold 87 per cent of the shares of that company?—A. Yes. 
That company manufactures what?—A. Tobaccos. 

Smoking?—A. Yes. 

. Cigarette?—A. No, sir. 

. Just tobaccos?—A. Yes. 

Pipe?—A. Pipe and fine cut. 

They don’t manufacture cigars?—-A. No, sir. 

I observe the profits of that company for the ten years from 1924 are as 
you submitted them to me?—A. Yes. 

Q. 1924, twelve months to September 30, $16,096.977—A. Yes. 

Q. 1925, $109,392.90°—A. Yes. 

Q. 1926, $150,528.34?—A. Yes. 

Q. 1927, $182,272.55; 1928, $191,195.29; 1929, $164,551.02; 1930, fifteen 
months to December 31st, $175,505.38; 1931, twelve months to December 31st, 
$176,624.41; 1932, $79,825.14; and 1933, $54,419.47?—A. Yes, sir. 

Q. And the amounts that you received in the Imperial Tobacco Company 
from the Houde Company’s dividends are as follows: In 1929 you received in 
dividends from the B. Houde Company $130,560?—A. From the statement you 
have. I have not the information. 

Q. And in 1920 you received from the B. Houde Company dividends of 
$145,792. In 1931 from that company, dividends to the extent of $287,232. JI 
observe that your share of dividends for 1932 amounted to $287,232; although 
the profits for the year amounted to $79,825.14. I presume they were accumu- 
lated profits?—A. Undoubtedly. 

Q. For the year 1932 you received $78,336; and for the year 1933, $43,520. 
Now, what was the amount paid for that investment in the B. Houde Company? 
—A. Is it not shown on that statement? I think you will find it on that state- 
ment. I have not got all the particulars with regard to that. 

Q. No, it does not appear?—A. It does not appear on our balance sheet? 

Q. No, it does not appear?—A. I will be glad to furnish that to you, sir. 

Q. Perhaps it is in your brief?—A. I do not think it is dealt with in the 
brief. 

The CHAIRMAN: Page 73 shows the B. Houde Company, the National Snuff 
Company Limited and the Joliette. 


The Wirness: All brought into the same figure, it is not broken up into 
units. 


LOLLOLOOLE: 


By Mr. Sommerville: 


Q. I observe that the total amount that you paid for the shares of B. Houde 
Limited, the National Snuff Company Limited, and the Joliette Tobacco Com- 
pany Limited was $396,379.42?—A. Yes. 

Q. Paid by the issue of shares in the Imperial Tobacco Company of 1908?— 
A. Yes. 
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By Mr. Factor: 
Q. What would be the value of these shares, $100 each?—A. Yes. 


By Mr. Sommerville: 

Q. You own what proportion of the Tuckett Tobacco Company?—A. We 
own all of the outstanding common capital stock. 

Q. Of the Tuckett Tobacco Company?—A. Yes. But that is a preferred 
issue of $2,000,000. 

Q. What does that amount to?—A. A par value of $2,500,000 on the com- 
mon stock; $2,000,000 preferred stock. 

Q. $2,000,000 preferred stock?—A. Yes. 

Q. And there is $2,000,000 common stock?—A. $2,500,000 common stock. 

Q. Which was 25,000 ordinary shares at $100 each; and you own all of 
the common stock?—A. Yes. 


By Mr. Factor: 
Q. Where do you refer to that? I think it was only 11,000 shares?—A. We 
purchased the balance for cash. 


By Mr. Sommerville: 

Q. Perhaps you can tell us then how you purchased the 11,000 shares?—A. 
11,628 ordinary shares were acquired by our issuing 348,000 shares of our ordin- 
ary stock, and the balance was acquired. 

Q. That was on a par value of about $744,200?—A. Yes, sir. 

Q. And the balance is purchased—?—A. For cash. 

Q. By your company?—A. By our company, yes, sir. 

Q. Out of its accumulated assets?—A. Yes, sir. 

Q. What was the amount paid for the balance then?—A. We purchased 
11,501 shares from the Tobacco Products Export Corporation of New York for 
the sum of $2,990,260. 

Q. $2,990,260?—A. And 1,871 shares were purchased on the market in Mont- 
real for the sum of $381,065.90. 


By Mr. Senn: 
Q. That would be $200 a share?—A. Yes, about $200 a share. 
Mr. SoMMERVILLE: So that you paid altogether a sum of about $3,200,000. 
Mr. Iustny: What do you count they paid when they issued their shares, 
are you taking the par value of their shares. 
By Mr. Sommerville: 


@. What amount then did you pay altogether for the 2,500 common shares 
of this company?—A. Altogether? 

Q. Yes?—A. $5,115,525, including the stock. 

Q. Yes?—A. There was an issue of stock. 

Q. Was that at par?—A. Yes, par. 


By Mr. Ilsley: 


Q. But your shares are worth more than that?—A. They were selling at 
something over par at that time, I am reasonably sure. 
Q. I thought perhaps it was twice that?—A. I do not remember what it was. 


By Mr. Sommerville: 


Q. Then the shares you purchased from the Tobacco Product Export Cor- 
poration of New York, is that a subsidiary of the British American Tobacco Com- 
pany?—A. No, sir, not to my knowledge. 
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Q. Are they connected in some way with them?—A. Not to my knowledge. 
They may have some shares in it but they certainly do not control it. 

Q. By whom is it controlled?—A. It is a public company. I do not know 
that it is controlled by anybody. I do not even know—I do know who is the 
president of it, a fellow by the name of Chalkley. 

Q. I was under the impression that that was one of the companies in the 
British American group?—A. No, they may have some share interest; I am not 
familiar with that. 

Q. At any rate, that is the price you paid for the Tuckett Company’s common 
share?—A. Yes. 

Q. And I observe that the profits for the last five years in that company, 
to the 31st March in each year, were: for 1929, $456,791.15; for 1930, $634,625.91; 
for 1931, $729,015.69; for 1932, $732,944.74; for 1933, $496,908.39?—A. Yes, sir. 

Q. And of that amount there was paid into your company in 1929—I think 
the first payment was, in what year?—A. I have not the information. They 
have paid a dividend right along. 

Q. In 1931 there was paid into your company $113,284—Decembér 31, 1930? 
—A. I have not the information there, sir. 

Q. The statement shows that it was paid into your company, $113,284. 
Then in the year 1931 there was paid into your company by the Tuckett Tobacco 
Company, $250,000. In 1932 the sum of $800,000, less an amount reserved of 
$325,000, net $475,000—what does that mean?—A. That means that we did 
not take into income all the dividends that were paid by the Tuckett Company 
to ourselves, but set it up as a reserve against the price of the stock. 

Q. But the Tuckett Company paid to your company $800,000?—A. Well, 
you have the statement there. 

Q. The statement shows that. Of that $800,000 you took into your aecount 
as income $435,000?—A. Yes. 

@. And you set up $325,000 as a reserve?—A. Yes, sir. 

Q. Against what?—A. Against possible contingencies on investments of sub- 
sidiary companies. 

Q. Yes, I see. That was one of the reserves built up at that tinie?—A. Yes, 
sir. And I think there was some perhaps in previous years—$30,418. 

Q. What was that, what did you receive the previous year?—A. I am not 
sure about that, I think from the difference in the figures you have given there 
was some. I will find out if you wish. 

Q. It does not show here in your statement?—-A. I see, I may be wrong. 

Mr. Inusuey: Mr. Sommerville, just explain where you are going in your 
questioning; or are you going to get that direct. I don’t just understand—we are 
trying to show that these were very profitable investments during these years. 


Mr. SOMMERVILLE: I am eandeavouring to show the accumulation of profit 
from these various sources, and then the accumulative reserves that there are in 
these various companies. 


Mr. Iusnuny: Yes: I can’t make very much out of it, for this reason. I did 
not know what they paid for the shares in this Tuckett Company, is it shown 
in the material here. 


The CuairMAN: The details were given this morning, Mr. Ilsley. 


By Mr. Sommerville: 
Q. They are being put there from time to time?—A. For a short time, sir. 
The CHarrRMAN: November cf 1930 was really the base-line date for the 
acquisition of the stock; that is set forth on page 75. 
Mr. Iustey: That is when they issued their shares for the bulk of the 
stock. 
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The CuatrMAN: Subsequently they bought part for cash from the American 
concern, and part on the open market. 
The Wirness: It was all within a short time. 


By Mr. Sommerville: 


Q@. Within one year?—-A. Yes, within a few months. 
Mr. Iustry: Without knowing that, these figures have no meaning in rela- 
tion to the amount you are receiving from it. 


By Mr. Sommerville: 


Q. Then, may we take it that up to the end of 1930 you had acquired all 
the assets of the Tuckett Company under the common shares?—A. I think that 
is the date, yes. 


By Mr, Isley: 

Q. Is that your policy in connection with companies in which you have 
investments, to only take a part of the dividends and leave the rest there as 
what you would call a reserve?—A. I do not know that we have any very positive 
policy. 

By Mr. Sommerville: 

Q. I do not know—if they are to take them and divide them up into two 
funds, one into your income fund and the other you set up as a capital reserve. 

The CHAIRMAN: In the Imperial Tobacco Company’s books. 

The Witness: Yes. 


By Mr. Isley: 


Q. What is the advantage of that practice?—A. Well, it is a matter of 
policy; we think it is conservative accounting I suppose, or finance. 

Q. Why would that practice be followed rather than counting the whole 
dividends as income of your company, and then appropriating a certain amount 
as reserve?—A. That is hard to answer, it is a matter of opinion, I would say, 
Mr. Llsley. 

Q. I was just wondering why, there must be some reason for doing this; do 
you have many of these accounts?—A. Many of which accounts? 

Q. Do you have many of these divisions of dividends in these companies in 
which you have invested?—A. No, I do not think there is any division except 
with respect to Tuckett, and with respect to the jobbing companies; our policy 
has been not to take into income what we receive from them as profit, because 
of the nature of the business. We think that is the conservative thing to do. 
You think you might lose, do you; next year the Jobbing companies might lose? 
—A. Yes. 

Q. So you don’t really know whether there is a profit or not; you just leave 
that alone to see how long you can get along without it?—-A. Not always, we 
sometimes will declare it into the company, but we will not take it in as our 
income, we will set it up as a reserve against investments. 

The CHAIRMAN: I think-what Mr. Ilsley is concerned about, Mr. Miller, 
and I confess it gives me a little difficulty to understand, how you can take from 
a subsidiary a payment ostensibly as a dividend on stock held, and not take it 
into your income account in the full amount in which it is paid. 


Mr. Instey: Yes. 


By the Chairman: 
Q. Without questioning the wisdom of it, it looks to be a little odd.—A. 
Well, I think probably that we may have credited it into our income and set it 
back and made a reserve as a matter of form. 
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Q. There cannot be any criticism of any company setting up any reserve it 
desires.—A. In this way we take it back, Mr. Stevens, with the same result. 


By Mr. Ilsley: 


@. You do not know what the advantage is of taking it back out of the 
dividends from that particular company rather than taking a lump sum out of 
your income; you do not know whether there is any advantage in that or not?— 
A. No, we eventually never considered it that way. 


By Mr. Sommerville: 

Q. Is not this one of the advantages, Mr. Millar, that you take into your 
income account only that portion which you treat as income and on that you 
pay income tax?—A. No, it has no bearing on that at all. 

Q. It has no bearing on that at all?—A. No, sir, not at all. 

Q. Perhaps I may follow this through, the next year, for the year 1933, 
you received from the Tuckett Tobacco Company $300,000 less amount carried 
to reserve $75,000, and carried forward into income account $225,000?—A. Yes. 

@. And you showed in that year a total income from these various sources of 
$5,670,176.60?—A. Yes. 

@. That includes the $225,000?—A. Yes. 

@. But does not include the $75,000 set aside for reserve?—A. Yes. 

Q. And then your auditor says: 


Provision has been made for Dominion Income Tax on the profits 
for the year, the amount being arrived at as follows: 
Net profits for the year, $5,670,176.60. 
A. Yes. 


Q. Exactly the figure that I have indicated to you, not including the 
amount that is held out for reserve?—A. Well, I am not intimately familiar 
with that phase, but it certainly was not done with any such intention. 

Q. It may be quite within the provisions of the Income Tax Law, Mr. 
Miller, I am not raising that question; we are just trying to get an explanation 
for it. 


Mr. Iustry: That seems to be the reason. 


By Mr. Sommerville: 


Q. You see, Mr. Millar, the only point I am interested in there is to ascer- 
tain whether the declared profit of $5,670,176.60 is the exact profit for the year, 
or whether to that there should be added something else?—-A. Well, the account- 
ants have stated that was so, have they not? 

@. Yes, but the accountants have deducted $75,000 from the dividends 
received from the Tuckett Company in one year, and they deducted $325,000 in 
another year and have not carried that into the profits of the year—A. Just a 
minute, please. As I understand it, we do not make a consolidated income 
statement for taxation purposes, and the Tuckett Company make their own tax 
statement and pay their own taxes, and dividends received from the company 
under those circumstances, I understand, are not taxable. I do not see frankly 
that it has any bearing on it, Mr. Sommerville. : 


Mr. Iustey: That may be correct. I thought we restored the principle 
of double taxation a year or two ago? J may be wrong about that. 


By Mr. Sommerville: 


Q. In any event, Mr. Miller, this is the practice that has been adopted?— 
Yes. 
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Q. The auditor’s statement reads: 
Provision has been made for Dominion income tax on the profits for 


the year, the amount being arrived at as follows: 
Net profits for the year, $5,570,176.60. 


Which is the amount that comes from page three, trading and profit and loss 
account for the year ending December 31?—A. Statement two, is it not. 

Q. I beg your pardon, I am looking at 1932. Then too, you will find that 
from that they have deducted a number of items?—A. Yes, sir. 

Q. Including the dividends received from other companies?—A. Yes. 

Q. And from the $300,000 received from Tucketts you will observe they 
have deducted the $75,000; that is carried into the special reserve?—A. Of 
course, the $275,000 had previously been included in the $5,670,176, and for 
taxation purposes he is perfectly right. 


By the Chairman: 
Q. He already having paid taxes on account of the Tuckett Company?—A. 
Yes. 
By Mr. Factor: 


Q. You are taking a share of the profits of the Tuckett Tobacco Company; 
you were entitled to the dividends of the Tuckett Tobacco Company?—A. Yes. 

Q. Then will you explain this to me: For the year 1931 the net profits are 
shown as $729,016. You disbursed under preferred and common dividends 
$290,000, leaving a balance of $490,016; and then it shows a surplus of $733,682. 
What does that mean?—A. That remains with the Tuckett Company. 

Q. In other words, the Tuckett Company had, in the year 1931, an undis- 
bursed or undistributed surplus of $2,176,698?—-A. I have not the exact figure, 
but some such figure as that. 

@. And in the year 1932 they had an undisbursed surplus of $2,469,643 ?— 
A. Yes. 

Q. And in the year 1933 an undisbursed surplus of $2,026,551. What is your 
policy, you let that surplus remain in the Tucket Company?—A. Up till now, 
yes, sir. 

@. That is all accumulated profits?—A. For years gone by, yes, sir, a good 

many years. 

Mr. SOMMERVILE: What is the total, say to the 3lst December, 1933? 


Mr. Factor: The total of the three years that I have here is approximately 
over six and a half million dollars. 

The Witness: Oh, no. 

Mr. SOMMERVILLE: Undisbursed? 

Mr. Factor: Oh, the undisbursed PEP Pa at the end of 1933 was $2,026,551. 


By Mr. Sommerville: 


Q. Yes, and what is the undistributed surplus in the Tuckett Tobacco Com- 
pany at the end of last year?—A. I have not the figure. 

Q. In which you hold the enttire amount of common stock?—A. I have 
not the figure sir, but I can confirm it later. 

Q. Perhaps, Mr. Millar, you could give us the undistributed surplus at the 
end of December, 1933, for each of those companies?—A. All right, sir. 

Q. The National Tobacco Company, the B. Houde Company, and the 
Tuckett Tobacco Company?—A. Yes. 

@. And the other companies, the General Cigar Company, The Imperial 
Tobacco Sales Company, and the Imperial Leaf Tobacco Company. 


Mr. Facror: And the Andrew Wilson Company. 
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By Mr. Sommerville: 


. And the Scales & Roberts Company?—A. Yes, sir. 
The Andrew Wilson Company?—A. Yes, sir. 
. Which you own and control?—-A. Through the General Cigar Company, 
yes. 
. And the Fortier Company?—A. Yes, through Scales & Roberts. 
And the Punch Cigar Company’?—A. Yes, sir. 
. Which you own and control through the General Cigar Company ?— 
A. Yes, sir. 

Q. And what other companies are there?—A. James Craig, Limited. 

Q. Of Halifax?—A. No, Hamilton, Ontario. 


QOD OOO 


By Mr. Factor: 
Q. And John Erzinger Limited, Winnipeg and Saskatoon?—A. Yes. 


By Mr. Sommerville: 
; Q. What about Liggett & Myers Tobacco Company of Canada?—A. Yes, 
sir. 
Q. Are they owned directly by the Imperial Tobacco Company or through 
one of these others?—-A. Which is that? 
Q. The Liggett & Myers Tobacco Company of Canada?—A. Directly, sir. 


By Mr. Factor: 

Q. May I ask—I may be wrong in this—did your company, or the United 
Cigar Stores own the Gordon Tamblyn Drug Stores?—A. No, sir. , 

Q. Never owned them?—A. The Imperial Tobacco through maybe the 
Metropolitan Tobacco Company may have originally, but it was sold several 
years ago. : 

Q. But the Imperial Tobacco Company did own that concern through the 
Metropolitan?—A. Either that or through the United Cigars. 

Q. For how long?—A. Oh, for several years, four of five years, maybe. 

@. And you have disposed of your interests?—A. Yes, sir, three or four 
years ago. 

Q. Can you furnish a statement to Mr. Sommerville of your profit and loss 
account in connection with the operation of the Gordon Tamblyn Stores?— 
A. You mean, under our direction? 

Q. The profit and loss account during your operation?—A. Well, we will 
give you what we have, sir. 

Mr. Kennepy (Peace River): In regard to this amount of $800,000 paid 
over by the Tuckett Tobacco Company to the Imperial in 1931, I think it was, 
there is $475,000 taken over as income, and that apparently was part of the sum 
on which the Imperial paid income tax. 

Mr. SommeErvittE: The Imperial paid income tax apparently on $475,000. 


By Mr. Kennedy (Peace River): 


Q. The point I am interested in is this, if the Tuckett Tobacco Company 
paid income tax on its own profits, why should the Imperial pay income tax 
on the $475,000; if it paid on the $475,000 why not on the $800,000. 


Mr. Sommervitte: I am asking the same question. 


The Witness: We do not pay on the income on any of the dividends 
received from any of the subsidiary companies. 


By Mr. Edwards: 
Q. It already has been paid, Mr. Miller?—A. Yes, sir. 
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By Mr. Sommerville: 

Q. Look at your financial statement for 1932—A. 1932? 

Q. Yes, 1932.—A. Yes, sir. 

Q. On page 2, your net profit for the year is shown at $5,471,175.08?—A. 
Yes, sir. 

Q. And added to that are certain items that are included, bringing your 
total profits up to $6,974,260.04?—A. Yes, sir. 

Q. And from that there are deducted certain amounts?—A. Yes, sir. 

Q. For taxation purposes?—A. Well, deducted in arriving at the tax. 

Q. At the taxable amount?—A. Yes, sir. 

Q. And the amount that is deducted, or at least one of the amounts that 
is deducted is $475,000?—A. Yes, sir. 

Q. And the reason that that is deducted, you say, is because it was included 
in the statement of your income in arriving at the profit?—A. That is right. 
Maybe I can make it clear in this way. The $800,000 is the amount of dividends 
received. Now, dividends are not taxable. The Tuckett Tobacco Company 
paid its own tax, and we set up a reserve of $325,000 and charge it to income, 
so that it left a net difference in income of $475,000. Now, in order to arrive 
at the amount—from the Imperial Tobacco Company’s point of view—that is 
taxable, whatever amount this was included in that income should be deducted, 
therefore, the amount is $475,000. 


By Mr. Kennedy (Peace River): 


Q. The Imperial Tobacco Company did not pay income tax on this $475,000? 
—A. No, sir. 


By Mr. Sommerville: 


Q. Nor on the $325,000, since the Tuckett Tobacco Company had already 
paid it?—A. Yes, sir. 


By Mr. Isley: 


Q. What is the reason for doing this, for deducting $325,000 from your 
income and setting it up as a reserve from the dividends of a particular sub- 
sidiary company? Why do that rather than take an appropriation for reserve 
out of your income as a whole? Is there any reason for following one practice 
rather than the other? What is the reason for it?—A. In our judgment, it was 
conservative financing. We have got, as you say, a certain amount paid by the 
Tuckett Tobacco Company as dividends, and we thought it was conservative 
business not to take the full amount of the dividends but to set up a reserve, 
sine was the method used to do it. I suppose we just did not consider your 
method— 

Q. It is not my method, but it is the natural method, I would think. You 
did the same thing with your jobbing companies?—A. Yes. 

Q. Well, does the appropriation of a certain amount for reserves out of 
dividends from particular companies have anything to do with the prospects 
of those companies, the hazard of carrying on the business of those particular 
companies?—A. Yes. 

Q. Then that would be the reason?—A. There is always a hazard, sir, in 
any investment. 

Q. I know, but has this particular accounting practice anything to do 
with the hazard of the company in respect of which you make the deduction as 
a reserve, or has it not?—A. Well, let me be sure I understand your question, 
I want to be perfectly honest. 

Q. I hope I do myself, but what I understood you to say was, that in your 
jobbing companies and in this Tuckett Tobacco Company you have certain 
dividends which normally would be put in your books as income?—A. Yes. 
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Q. The whole of which would go in as income. Now you put it in as 
income, but you take it out again, or part of it; instead of taking a lump sum 
out of your total income, and put it aside as reserve, you take part of that 
which you get from a particular company and set it aside as a reserve instead 
of putting it in your income account and I was just wondering what the reason 
was. Is this the reason, that perhaps you get a substantial sum as dividends 
from the Tuckett Tobacco Company in one year and that next year there 
might be a loss and, therefore, you take part of that substantial sum which 
you get in dividends and put it aside as a reserve?—A. Yes. 


Q. And I am wondering whether that particular practice is pursued in 
reference to a particular subsidiary company because of the possibilities of loss 
in the carrying on of the business of that company?—A. Well, I would not say 
there would be any special reason to assume that there would be any loss in 
the Tuckett Tobacco Company any more than any other business; but as to 
why we do it that way, why, it seems to me that it is very difficult if you 
have got investments in subsidiary companies, or what not, to gauge definitely 
what they might be worth. You want some yard stick to measure as to how 
the business is being carried on, in order to set up something, and it seems 
to me to be a conservative way of doing it, in a particular investment to put 
part of that aside; it seems to be a perfectly justifiable way of doing it, and 
we have felt that way about it. 


By the Chairman: 


Q. Mr. Miller, you see what the committee by its order of reference is 
particularly concerned in is the spread between what is received by the grower 
and what is paid by the consumer, and the committee’s duty is to determine if, 
in its opinion, that spread is justified, and also to break down the various 
charges that enter into it to see to what degree there is equity in the distribution 
of it among all those concerned. I simply bring that to your recollection 
because that is the object of this committee according to its order of reference. 
If company A—and we will leave your company for the moment out of the 
picture—owns companies B, C, D, E, and F, and in its operation of these sub- 
sidiary companies it makes unusually high earnings which are not fully disclosed 
in its own profits, it might very well be that there would be buried there and 
not disclosed to the committee, shall I say, profits far beyond what the service 
warranted which, if discovered by us, would indicate to us that the grower on 
the one hand is not getting a fair share, or perhaps the consumer on the other 
hand is paying too much. Therefore, it is of great importance to the committee 
that we should know not only the officially disclosed gross profit or profits but 
how that profit is built up, and that is the object that we have in pursuing this 
matter in this way. Therefore, what Mr. Ilsley is speaking about and enquiring 
about is very important to the members of this committee. For instance, if the 
Tuckett Tobacco Company had in its operation as a separate entity set up a 
reserve, then paid you a profit of $800,000 in one year, out of which you set 
up a reserve of $300,000 and took $400,000 into your earnings it might be— 
I am not saying it is—that a careful examination of that might disclose a rather 
abnormal amount carried to reserve?—A. Quite. 


Q. And it is very essential, I think, to the committee that such should be 
fully disclosed, of necessity. I am not criticizing, because I think the Imperial 
Tobacco Company in their brief is showing a willingness to assist the committee 
in its effort, but I do not want you to feel that we are unjustly pursuing the 
point, because I really think that point is of importance to the committee— 
A. All right, sir, I am perfectly willing to give you all the information we have. 


The CuHarrMan: We have before us the Tuckett statement. 
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By Mr. Senn: 


Q. In regard to that amount of $325,000—I am speaking now of the Tuckett 
Tobacco Company—was it ear-marked for a special purpose, or was it set up in 
the ordinary cash reserve?—A. No, it was set up as a reserve. 

Q. It was not ear-marked for the use of the Tuckett Tobacco Company?— 
A. No. 

By Mr. Sommerville: 


Q. Altogether there is an accumulation of $2,000,000, quite apart from the 
amount you were setting up as reserves?—A. Oh, yes. 


By the Chairman: 


Q. It would not look, Mr. Miller, as if there was any need to set up a reserve 
against the investment in Tuckett’s?—A. Well that, of course, Mr. Chairman, 
is a matter of opinion I suppose, but you will see we paid $........ for the 
stock that has now a par value of two and a half million dollars. 


By Mr. Sommerville: 


Q. And in which there is already a surplus and accumulated reserves of 
$2,000,000?—A. Even so, sir. 

Q. Which belongs to you?—A. Well, of course, the preferred shareholders 
have the first assets. 


By Mr. Senn: 


(). I would like to ask one more question in regard to the amount you say 
you are holding in the Tuckett Tobacco Company. ‘You said two and a half- 
million?—A. You mean surplus? 

@. No, you said your holdings were two and a half-million?—A. Yes, 
two and a half-million, par value of the whole amount, common stock. 

@. At page 75 of the report you went over this morning, you estimated your 
holdings in the various companies as $2,431,000 odd; how do you account, for 
that?—A. We advised previously that we bought the difference with cash. 


The CHamrMAN: You must add to that, Mr. Senn, a sum paid out in cash 
for the balance of the Tuckett shares, about 12,000 or 13,000. That is not 
referred to here. 


Mr. SommervitLE: This only includes the amount paid in shares for 
Tuckett’s shares, ' 


By Mr. Sommerville: 


@. With a view to our being able to follow that through, would you be 
good enough to have the unabridged reports of your auditors for Tucketts and 
the National Tobacco?—A. Yes. 

Q. The General Cigar, and those other subsidiaries that you have mentioned? 
—A. Yes, we will be glad to. 

@. And have them submitted to the committee?—A. We will be glad to. 

Q. Perhaps you will be good enough to tell me if there are any other com- 
panies that you have or control. You have, first of all, your Imperial Tobacco 
Company ?—A. Yes. 

Q. Then recently, within the last couple of years, you turned your sales 
department over to the Imperial Tobacco Company?—A. Tobacco Sales Com- 
pany. 

Q. The Imperial Tobacco Sales Company?—A, Yes. 

Q. And you turned your leaf purchasing department over to the Leaf 
Tobacco Company, was it?—A. Yes. 

Q. Let me get that right?—A. The Imperial Leaf Tobacco Company. 

Q. Those are like organizations that are carrying on activities within your 
own office?—A. Yes. 
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Q. Of the Imperial Tobacco Company?—A. Yes. 

Q. And through the Imperial Tobacco Company. You function through 
those two organizations?—A. That is right, 

Q. Then you have manufacturing companies that manufacture tobaccos, 
cigars and cigarettes, some of them?—A. Well, Tuckett does. 

Q. Tuckett does; and the pipe tobaccos?—A. Yes. 

Q. And the cut tobaccos?—A. Yes. 

Q. Then you have the chain of various distributors or jobbers across the 
country ?—A. Yes. 


By Mr. Factor: 


Q. The Tuckett firm also control the Tobacco Products Corporation of 
Canada?—A. Yes. That is not an operating company, though. 


By Mr. Sommerville: 

Q. It is a holding company?—A. Well, it is just a small company, a dead 
company really, kept alive by the trade mark. 

Q. Then you have this chain of jobbers across the country?—A. We have 
a few. 

Q. Have you none in the Maritimes?—A. No, sir. 

Q. I was under the impression you had one in Halifax or St. John?— 
A. No. . 

Q. You have them in Montreal, Toronto, Winnipeg and Hamilton?— 
res. 

Q. Then in addition to that you have the retail stores, the United Cigar 
Stores?—A. Yes. 

Q. About how many stores are there in the United?—A. About 175 stores. 
. About 175 stores?—A. Yes, about that. 
They cover from coast to coast?—A. Except in the Maritimes, 
. There are none in the maritimes?—A. No. 
. You don’t own any retail outlets in the maritimes?—A. No. 


DOLO 


By Mr. Kennedy (Peace River): 
. Have you any farms for producing tobacco? 


© 


By Mr. Sommerville: 
Q. Oh, you have some farms for producing tobacco?—A. No, sir. 
Q. That is not profitable. I was wondering whether you were leaving 
anything out of the circle? 
Mr. Factor: That was a leading question. 


Mr. SommervILLE: Well, Mr. Kennedy wanted to get him into the same 
class as the farmer, He wanted to feel the Imperial was with him. 


By Mr. Sommerville: 


Q. Will you be good enough to tell me what were the profits of the Imperial 
Tobacco Company, the consolidated profits, during the past five years?—A,. Of 
the Imperial Tobacco Company? 

@. Yes?—A. For the past five years? 

Q. Yes?—A. Consolidated? 

Q. Yes?—A. You mean our own statement? 

Q. Your own operations, ves?—A. I didn’t know you asked for it. It is a 
matter of public record. I have not got it handy here. It has been published 
several times. 

Q. We would like to get it on the record at this time in such form as you 
have it?—A. I don’t think I have it. 
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Q. Mr. Lane will probably have it?—A. For the year 1929, to September 30, 
$5,862 ,207.73. 

Q. That is from when?—A. For the twelve months ending September 30, 
1929. 

Mr. Kennepy (Winnipeg): Mr. Sommerville, let us be sure just what 
that 1s. 

By Mr. Sommerville: 

Q. This is the profit of the Imperial Tobacco Company?—A. Yes. 

Q. Including such dividends as may have been received during the year from 
the subsidiaries?—A. Yes. 

Q. For 1929 it was what?—A. $5,862,207.73. 

Q. And for 1930?—A. For 1930—fifteen months is the next period, to Decem- 
ber, 1930, $8,153,638.04. If you care to have it, it is stated for the twelve months, 
to December 31st. . 

Q. It is all right as it is. You changed your fiscal year?—A. Yes. 

Q. And that fifteen-months’ period covers the amount you have just given 
us?—A. Yes. 


By Mr. Kennedy (Winnipeg) 
Q. That fifteen months ends on what date?—A. December 31st. 
Q. Of 19307—A. Yes. 1931, $5,914,079.47; 1932, $5,471,175.08; and 1933, 
$5,670,176.60. 


By Mr. Sommerville: 


Q. In arriving at your profits, of course you set up a certain reserve for 
depreciation, etc.?—-A. Yes. 

Q. And in your balance sheet for December 31, 1933, I observe that you 
carry your real estate and buildings at cost, $1,575,994.49?—A. Yes, sir. 

Q. And you carry your plant, machinery, furniture and fittings at cost, 
$2,707,015.29?—A. Yes. 

Q. Together, those two amounts represent a sum of $4,282,000 odd?—A. 
Yes. 

Q. Against that $4,282,000 you have a reserve for depreciation of $3,461,- 
203.522?—A. Yes. 

Q. In other words, your depreciation set up is about 75 per cent?—A. A 
little more than that, is it not? 

Q. A little more than that?—A. Well, I don’t know. 

Q. Well, say 80 per cent; depreciation which has so far been set up out of 
your profits against these buildings represents 80 per cent of the value of the 
buildings, plant and machinery?—A. Yes, about that. 

Q. That includes land as well, in that valuation?—A. Yes. 

Q. So that it would look as if your buildings have been almost fully covered; 
buildings and plant have been almost fully covered by the reserve set up out of 
profits for building and machinery?—A. I don’t think so entirely, no, sir. 


By Mr. Isley: 


Q. Can you separate it into land and machinery?—A. It is pretty difficult 
to do. In some cases it may be separated. 

Q. You have separated it for some purposes, I fancy—A. Yes, for insurance 
purposes. 

Q. You probably have a depreciation account more than enough to cover 
everything that depreciates, have you not?—A. Well, that again is a matter of 
opinion. Take machinery, that is very doubtful in many ways. There is new 
machinery being developed all the time. 
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Q. From these figures it would appear that you have as much money as all 
your assets that can depreciate; you have it all covered by depreciation account 
now?—A. Well, it is a matter of opinion. 

Q. I don’t just think it is a matter of opinion. If you could separate land 
from the assets that do depreciate, we could tell you that ourselves?—A. I would 
be glad to give you any statement you wish. 

Q. Land does not depreciate, does it?—A. Well— 


The Cuarrman: Is it not separated there? I think it is separated. Just a 
minute, Mr. Isley, the value of the lands and buildings is shown at $2,700,000. 


Mr. SoMMERVILLE: No. 

The Cuarrman: No, not buildings. That is machinery. 
Mr. SOMMERVILLE: Yes. 

The Cuarrman: The lands and buildings are not separated? 
Mr. Iustey: No. 


The CHatrman: However, your reserve covers entirely plant, machinery, 
_ furniture and fittings, plus about $700,000 to apply against $1,500,000 of build- 
ings and lands. 


Mr. Itsuey: Yes. It might be an interesting fact if we had that. 


By the Chairman: 


(. Apparently it would cover virtually the whole value of your buildings, 
plant and machinery?—A. I might make a statement on that. I think you will 
find it will figure out that on any obsolete or out of date machinery, there is 
100 per cent provided; and 80 per cent of ordinary equipment. We provide for 
the buildings according to the regular 24 per cent for regular buildings. I am 
speaking purely from memory now, but I don’t think they will show more than 
o0—somewhere between 50 and 60 per cent of their cost value, maybe a little 
more. But the land value, of course, is not a very appreciable amount. 


By Mr. Ilsley: 


Q. You are keeping on setting aside a certain per cent on the original cost 
value for depreciation, are you?—A. Where we have reached 80 per cent on our 
machinery, at the present time it is not our policy to continue to set up a reserve. 


By Mr. Sommerville: 


Q. You have got machinery in here at cost?—A. Yes. 

@. And on the 100 per cent on machinery that has already been written 
off, you will still write in depreciation?—A. Not into our profits. We might 
write it in and take it back, though. It is not added to our reserve. 

@. Have you ever taken anything off that reserve?—-A. Yes, I think there 
was. Anything that is destroyed is charged to that. 

Q. Looking at Schedule B of your statement for 1933, you will observe that 
you have plant, machinery, furniture and fittings at cost, amounting to 
$2,707,015.29. It is shown in the balance sheet at that figure?—A. Yes. | 

Q. Now then, if you look at Schedule B you will find that the $3,461,203 .52 
applies entirely to buildings, machinery and plant?—A. And office furniture and 
fixtures, depreciated merchandise and machinery. 

Q. You will observe also that with respect to machinery modernizing— 
you call it—you have set up an account of $2,707,000—$2,374,596?—A. That is 
right, sir. 

: Q. So that the only amount of your entire machinery that has not been 
covered is a sum of about $350,000?—A. I think that is right, sir. 
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Q. And as against other machinery you have set up a depreciated mer- 
chandise of $50,000?—A. Yes, sir. 

Q. And you have set up a machinery special reserve account of $4,727— 
later you wiped it out?—A. Yes. 

Q. And on depreciation on office furniture and fittings you have set up a 
reserve of $119,025.85?—A. Yes, but that is included in plant, machinery, 
furniture and fixtures. 

Q. Yes, it is included in your balance sheet, as coming under that 
$3,461,000°—A. Yes. 

Q. The amount the company have put as a separate item in your schedule 
B?—A. ‘Yes. 

Q. That would indicate that your office furniture, fittings, etc., have been 
100 per cent covered: by the depreciation of $119,000?—A. J do not think it has. 

Q. At any rate, out of the profits of your company you have set up these 
reserves?—A. Yes, sir. 

Q. And then in addition to this you have set up some other reserves, you 
have set up a general reserve of $803,000?—A. Yes, sir. 

Q. What is this general reserve for?—A. It goes back to the formation of 
the company in about 1912, it was set up out of surplus. I do not know except 
as a general reserve, it is just a special reserve. 

Q. It is a general reserve?—A. Yes, sir. 

Q. Then we have included in reserve this $400,000 that you have set apart 
from the Tuckett dividends?—A. We deducted that from the value of invest- 
ments in subsidiary and associated companies. 

Q. Oh I see, that is to say that is where the reserve is; that is to say instead 
of setting up $400,000 on. the credit side of your ledger statement, that is there 
for contingencies?—A. Yes. 

Q. You deduct that from the value of investments in subsidiary and asso- 
ciated companies?—A. Yes. 

Q. At cost or under?—A. Yes. 

Q. And that brings down the cost of these investments in your subsidiary 
companies?—A. Yes. 

Q. From time to time?—A. As referred to in schedule F, which gives the 
full particulars on that. 

Q. And in that year there was deducted from your investments in subsi- 
_ diary and associated companies the sum of $595,418.03?—A. Yes. 


Mr. Instny: What did they do all this for? 

Mr. SommervittE: That eventually writes down all the assets to nothing. 

Mr. Iustey: I know, they get rid of their investments entirely. 

Mr. SomMERVILLE: Yes. . 

Mr. Iustry: What are they paying? 

Mr. SommervitiE: I do not know, ask Mr. Miller. 
_ The Witness: It is only conservative accounting from our point of view, 
sir. 

The CuatrrMAN: Then that $500,000 of surplus was deducted from earn- 
ings, and written off these various investments. 


The Wrrness: Set up as a reserve against them and deducted in that 
balance sheet. 


The CHairMAN: I am sorry, I cannot follow you there, it does not show 
as a reserve in your account sheet. If it is set up as a reserve, it should show 
in the credit side of a balance sheet as a reserve from assets. Instead of that 
it is deducted in schedule from the assets. The question arises, have the assets 
shrunken in value during the year the amount of that deduction. For instance, 


- 


PRICE SPREADS AND MASS BUYING 1481 


we will take Tuckett’s, from which this $500,000 comes; there is no question 
of shrinkage there? 


The Witness: No. 


By Mr. Sommerville: 


Q. In the list of your investments, Mr. Miller, as of the 31st December, 
1933, shown in your statement you have the National Tobacco Company Lim- 
ited 400,000 shares at a par value of $5 each carried forward at a cost of 
$50,200?—A. Yes, sir. 

Q. So that the National Company investment of $50,200 is one of the 

items from which $595,418 is deducted at the end of the year?—A. It might 
apply to any in that. 

Q. It might apply to any of them?—A. Yes. 

@. And I presume you follow the same policy in respect to each invest- 
ment?—A. I don’t know what you mean. 

Q. They are all treated in the same manner?—A. In what respect. 

Q. By way of your writing off, or deducting from them the amount of the 
reserve you show here?—-A. No, only the ones we set up as reserve. 

Q. Have you anywhere an independent appraisal of the value of your 
lands and buildings?—A. We have an appraisal of buildings, it is not altogether 
independent, it is made by some of our own engineers, I do not think we have 
an appraisal of land. 

Q. You have an appraisal of building, plant and machinery?—A. Not on 
machinery or plant, no sir; we have an inventory of it, but we have no appraisal 
of it. For insurance purposes, I presume?—A. Yes. 

Q@. And that is based on cost?—A. On cost, yes. 

Q. Plus additions I presume by way of repairs from time to time?—A. No, 
all repairs are charged off. 

Q. All repairs are charged off the current account?—A. Yes, sir. 


By Mr. Isley: 

Q. What is the reason for this practice, for your wishing to get rid of any- 
thing on your books showing that you have an investment in subsidiaries? 
You are gradually writing down on your books your investment in subsidiaries 
by appropriating part of your dividends from your subsidiaries as reserve, and 
not showing it as a reserve, but just reducing the amount on your books of 
your investments in these subsidiaries; would that be a sort of “ innocent ” for 
one to ask?—A. Anyone might ask it. 

Q. Why do you do that?—A. For conservatism sir. 

Q. What advantage is there in doing that? 

Mr. Factor: Not in the political sense, I take it, Mr. Miller. 

The CuairMANn: ‘Treated that way, it would be a liberal reserve. 


The Witness: Frankly I do not know how to answer you any differently, 
Mr. Ilsley. It may be we are too conservative. I think you recognize that the 
price that we paid for the Tuckett Tobacco Company is a tolerable amount of 
money, and [ think if we were satisfied to take in a reasonable amount of the 
dividends that we get from them—that is, of course, it would all go into the 
profit account, and then part of it is taken back as a reserve. It was only a 
matter of conservatism, creating these reserves against these large amounts of 
investment. 


By Mr. Ilsley: 
Q. It simply makes your book look different. It would appear at first blush 
that your return from that company is at a lower amount than it is; secondly, 
it would look as if your investment in that company was much smaller than it is; 
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it just looks different, it makes a difference in the way the books look to the 
casual observer; that is as far as I can see. I am wondering why you do it, is 
that your reason for doing it?—A. Yes, that is our reason for doing it. The 
only reason that I could think of sir; it has been done now for several years. 
I cannot think of any other reason. 

Q. I do not believe that you just mean that answer to that question. I 
was asking you if you were doing that purposely to give the impression that your 
investment is smaller than it is, or that your dividends are smaller than they 
are?—A. I can answer that, absolutely no, sir. 

Q. You answered it yes a minute ago?—A. Did I; I did not understand 
rou, Sir. 

: Q. I knew that, and that is the reason I repeated it—A. I did not under- 
stand you, I am sorry. 

Q. I did that because I felt you did not understand the question. I am 
just asking you, what is your reason for this. To the observer it looks like a 
peculiar juggling of a part of the dividends and transferring them from one 
account to another for some strange reason that is not apparent to me?—A. Well 
sir, there is no intention of that. 


By Mr. Factor: 


Q. What will happen if that method is not followed and you show these 
dividends in the ordinary profit and loss account?—-A. What would happen? 

Q. Yes, how would your statement appear?—A. Our statement would appear 
with increased profits. 

@. And among your assets your investment in subsidiary companies would 
be higher?—A. Yes. 

Q. What great advantage do you gain by doing that, or do you gain an 
advantage?—-A. I do not know whether we gain any advantage or not. It is 
just the same as you might criticise, I suppose, our setting up any reserve for 
machinery, or reserve for plant. 

Q. That is a different thing?—A. The only difference is a matter of opinion, 
I would suggest. When you have a big lot of investments in companies, it 
seems to me that it is conservative to make such a provision as that; that is our 
opinion. 

By Mr. Kennedy (Winnipeg) : 


Q. Whichever way you set it up it would reflect the same results in oper- 
ation—I mean whichever system?—A. If we did not set up that reserve it would 
increase our profits. 


By Mr. Factor: 
Q. That is the point.—A. I think it would be all the same. 


The CuarrMAn: There is no conceivable objection at all, Mr. Miller, in 
setting up reserves. Everbody I think will agree with that. But I think there 
is a legitimate curiosity on the part of the committee to find out to what extent 
these reserves have lessened the disclosed profit, so that we may estimate in our 
own opinion the fairness of the cost in between the grower, as I said a moment 
ago, and the consumer. That is the sole object in this matter. 

The Wirness: Mr. Chairman, then I would suggest that these reserves, such 
as the reserves for the purposes you have suggested, any of these reserves 
that we have set up from the Tuckett Tobacco Company should be added back 
in taking that into account. 


Mr. Facror: Does the consolidated profit and loss account include these 
reserves, or are they excluded from it? 
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By Mr. Sommerville: 


Q. No, they are not included, Mr. Miller. That is the accumulation of 
your reserves for the year?—A. Well, not for the year, for the period up to that 
date, up to December 21st; that is not for the current year, that is the accumu- 
lation up to that date. I may be mistaken. 

% “a But at any rate, that reserve is deducted before your profits are shown? 
—A. Yes. 
Q. So that if you were showing your real profits you would add that 
$595,418.03 to the profit statement?—A. Over the period of years. 
| Q. For the period it had accumulated?—A. Yes, sir. 

Q. And if $325,000 of it came out of dividends in one year that would be 
added to the profits of that year?—A. Yes, sir. 

Q. And that $75,000 for the second year, that would be added back?—A. 
Yes. 

Q. That would be the system that would be followed to get the correct 
amount?—A. Yes, sir. 

Q. Now then, will you just tell us, Mr. Miller, on page 2—this is a state- 
ment of profit and loss for the year ended December 31st, 1933, and in it I see 
“Surplus brought forward from last year $7,875,058.91.” What is that, Mr. 
Millar, where does that come from? Does that come from the previous year? 
—A. Yes, ‘sir. 

Q. That is the previous year’s surplus?—A. Profit and loss account. 

Q. That is the surplus of the previous year?—A. Yes. 

Q. Well then, the next item is net profits for the year after deducting all 
charges and expenses for management and providing for income war tax, 
- $5,670,176.602?—A. Yes, sir. 

Q. Now, can you tell me what was deducted for all charges and expenses 
for management, etc., where will I find that item?—A. I think we gave you a 
statement. 

Q. And as well for income war tax, so as to get that amount?—A. It is all 
disclosed in the statement, I think. 

Q. What page is that?—-A. Page three. 

Q. All right.—A. Statement three, page three. 

Q. Statement number three?—A. Section number five. 

Q. That shows, Mr. Miller, how the $5,670,176.50 is made up?—A. Yes. 

Q. But what I am asking you is, what amount must be added to that for 
the income tax provision and all other charges that you have already deducted 
from your profits?—A. If you follow this through from page one, right through 
two and three to the conclusion, it shows an analysis there of all expenses. On 
page three there is provision for income tax for the year 1933, shown at the top 
there, section four, of $631,678.72, as having been provided out of those profits 
prior to arriving at the final figure. 

Q. Where is that?—-A. Section 4 on page 3. 

Q. Oh, yes—A. That is the amount that has been deducted in that year, 
the upper left-hand side. 

Q. That is the income war tax, 19382?—A. 1933. 

Q. Oh, yes.—A. There was an adjustment the previous year of $43,181.99, 
and a provision for the current year of $631,678.72. 

Q. Where do you begin with your gross profit, show me that.—A. We gave 
you a statement, sir. This is involved because of the Imperial Sales Company 
—we made up a statement and submitted it to you a week or two ago. Here is 
a copy. 

Q. Thank you.—A. That statement is just consolidating the Sales Company 
and the Leaf Company. 
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Q. That is a consolidated statement of the Imperial Tobacco Company, the 
Imperial Leaf, and Imperial Sales?—A. Yes, and shows the available profit, and 
shows sales value gross of $36,154,702.762?—A. Yes, sir. 

@. And from which there is deducted costs of raw material, labour, over- 
head, commission, amalgamated sales tax, a total of $27 ,633,445.902?—A. Yes, sir. 

Q. Which leaves an available profit of $8,521,256.86?—A. Yes, sir. 

Q. As the gross profit for the year?—A. Before selling and advertising. 

Q. Before selling and advertising expenses are taken off?—A. Yes,.sir. 

Q. Then your selling expenses, a deduction of $1,169,135.28?—A. Yes, sir. 

Q. And your advertising expenses, $2,673,666.047—A. Yes, sir, 

Q. In other words, there is a total deduction for selling and advertising of 
$3,842,801.422?—A. Yes, sir. 

@). And that leaves you a departmental profit of $4,678,455.44?—A. Yes, sir. 

@. Then to that is added certain items amounting to $1,461,628.55?—A. 
Yes, sir. 

Q. Making a total of $6,140,083.99?—A. Yes. 

@. And from that there is deducted certain items of legal expense, share 
transfer department expense, trademark and patent expense, income war tax, 
income war tax adjustment, bonus to officials adjustment 1932, and bonus to 
officials 1933, a total of $1,096,704.462?—A. Yes, sir. 

@. And that brings you a net income of $5,043,379.53?—A. Yes, sir. 


Mr. Kennepy (Peace River): Have you that detail of bonus to officials? 


Mr. SOMMERVILLE: Yes, we have the details, Mr. Kennedy. 


By Mr. Sommerville: 


). And to which are added dividends for the year amounting to $626,797.07, 
making a total of $5,670,176.60? 


By Mr. Factor: 
Q. Is that the net after deducting the reserve?—A. Yes, sir. 


By Mr. Sommerville: 


@. And then you add to that the surplus brought forward from last year 

$7 875,058.91, which make a total of $13,545,235.51. From that you deduct the 
dividends on preferred shares of $324,507.05, and the ordinary dividends for the 
final of 1931-32 of $1,653,930.60, and your ordinary dividend of $3,307,861.20, 
or total dividends of $5,286,298.85, which leaves you with a balance or surplus 
of $8,258,936.66. And you have made then provision for dividend on preferred 
shares for three months of $124,450, and that leaves undivided profits at the end 
of 1933 of $8,138,486.66?—A. Yes. 

Q. Now, I observe that you deducted last year for ordinary dividends, 
final 1931-1932, an amount of $1,653,930.60. What was the meaning of that? 
Were those dividends not paid in 1931-32?—A. They were paid in 1934. 

Q. That is, out of the profits of last year?—A. No, they were paid in 1933 
out of the profits of 1931-32, out of surplus; they were paid in 1933. 

Q. In other words, last year what was the amount of the dividend?—A. 
The final dividend is 34 per cent. 

@. And then your ordinary dividend is 7 per cent?—A. Seven per cent per 
annum, yes, sir. | 

Q. And that meant that last year you paid 104 per cent out of the profits 
of last year?—A. Yes, sir. 

Q. Which took up the 34 per cent of the 1931-32 period, that fifteen month 
period?—A. No, the fifteen-month period was prior to that. 
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Q. Now, Mr. Miller, let me understand the functions of your Imperial 
Tobacco Company. The Imperial Tobacco Company manufactures the product 
and then it sells the product to the Sales Company, is that right?—A. Yes, sir. 

Q. And the Sales Company then sell the product to jobbers of the trade?— 
mA. Yes. 

Q. And the Leaf Company in 1933 bought from the Imperial goods to the 
value of $31,127,381.23?—A. Well, I think it would clarify matters if I might 
explain, that the Sales Company and the Leaf Company are, as you have rightly 
stated before, I think, all held within the Imperial Tobacco Company’s office, 
and in this statement which you have just read from that is the consolidated 
of the whole, as though they were one company, as if those three companies 
were one company, that is really the only way you gentlemen, we think, can 
get the proper picture of the Imperial Tobacco Company’s operations. The 
Sales Company and the Leaf Company are included in that consolidated figure. 

Q. Then you have not kept separate in that statement the profits made on 
the manufacture?—A. No, sir. 

Q. And it is all reflected in this consolidated statement ?—A. Yes. 


By Mr. Factor: 


Q. Have you got a statement of the total reserves of the subsidiary com- 
pany, that is, the so called reserves? 

Mr. SoMMERVILLE: No. 

The Witness: On the statement, you will notice profit and loss account, 
balance as per account herewith $8,138,486.66, which is the same as shown by 
this statement $8,138,486.66. 

Q. Yes—A. What I mean is, they are all brought together for your con- 
venience, sir. There is no undivided surplus in the Sales Company or the Leaf 
Company. 

Q. In neither of them?—A. Neither one of them. 


By the Chairman: 


Q. Those are really departments of the parent company?—A. Absolutely. 
For internal management it seemed advisable to do that. 


By Mr. Factor: 


Q. But they are separate companies?—A. They are run as separate com- 
panies. 


By Mr. Sommerville: 


Q. But in the Leaf Company or in the Sales Company there is a special 
reserve set up for buildings, machinery, etc.?—A. Oh yes. 

Q. And that is not the same reserve included in that reserve of the Imperial 
Tobacco Company’s statement?—A. No, nor the assets; the assets are all 
separate. 

Q. So that in the sales company which was organized in the year 1931—was 
it 1931?—A. Started in 19382. 

Q. Commenced operations in 1932°’—A. Yes. 

Q. I see in the annual financial statement for December 31, 1933, that your 
real estate and buildings are shown at $490,085.07?—A. Yes. 

Q. And your plant, machinery, automobiles, furniture and fittings at cost, 
$324,989.49?—A. Yes. 

Q. That is about $814,000?—A. Yes. 

Q. And against that, in the two years’ operation, you have set up a reserve 
of $229500?—A. Yes, they were transferred—whatever reserve applied to 
machinery and plant was transferred from the Imperial to the Leaf company 
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or the Sales company, either one. The reserve applicable to it was transferred — 


to the company here. 


By the Chairman: 


Q. And deducted from the reserve in your main balance sheet?—A. Yes. 
Mr, SOMMERVILLE: It would be reflected in that way. 
The Cuairman: No, it would be deducted. 


By Mr. Sommerville: 


Q. It was deducted, then?—A. Yes. 

Q. From the large company?—A. Assets and reserves were both deducted 
from the parent company’s figures. 

Q. Now, with regard to the Leaf company, what happened?—A. The same 
thing applies. 

Q. The same thing applies on the Leaf company?—A. Yes. 

@. So your real estate, buildings, plant and machinery are in at $988 000? 
—A. Yes. 

Q. You have a reserve for buildings, machinery, etc., of $263,9142?—A. Yes. 
Q. The same thing applies there?—A. Yes. 


By Mr. Kennedy (Peace River): 


Q. Is that company owned outright by the Imperial?—A. Yes. 

Q. There are no dividends paid?—A. Yes, there are dividends paid, but they 
are all included in that statement. 

Q. In the consolidated statement?—A. Yes. 


By Mr. Sommerville: 


_ _Q. Does that complete the circuit of your relationships with the companies 
in Canada that are owned or controlled by you? Is there any other company 
that you have?—A. None other than shown on that list. 


By the Chairman: 


Q. Does schedule “F” cover that?—A.I will see. I think so. Well, the 
Quebec Leaf Tobacco Company is owned by the B. Houde Company. 


By Mr. Sommerville: 


Q. Does that function in the same way with regard to the B. Houde Com- 
pany as the Imperial Leaf functions with regard to you?—A. No, sir, they are 
an operating company; that is, in the sense that they sell this leaf tobacco in 
hands, that has been referred to. 3 

Q. They sell the raw leaf in hands?—A. Yes. 

Q. You are competing with yourself?—A. We would like to see if we could 
find out something about it, like to know what it is all about. It is mentioned 
here, Andrew Wilson and Punch are owned by the General Cigar Company; 
and the Dominion, Empire and American tobacco companies are dormant com- 
panies. I think except a couple that you have mentioned, Liggett & Myers 
Tobacco Company— 

Q. Liggett & Myers?—A. And Dominion Tobacco Company. 

Q. Liggett & Myers is mentioned here; you have $7,000?—A. I see a refer- 
ence to G. Tamblyn Limited, one share of deferred stock, one dollar, but we have 
not got any voice in its management, don’t get really any statements but public 
statements. I had overlooked that one dollar. 


— 


| 
| 
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By Mr. Factor: 


Q. You were to get out a statement of the amount realized from the opera- 
tion of Tamblyns, the amount you have disposed of it for?—A. We will give you 
all we have on it. It has been a good many years ago, and I don’t know what 
we have. 


By Mr. Sommerville: 


Q. Then, just to complete the picture of your relationships outside the 
country—you have given us the picture inside Canada—what are your relation- 
ships with the British American Tobacco Company? What is the connection?— 
A. Well, they are large holders of both our preferred and common stock. That 
is the only real relationship. 


Mr. Kennepy (Winnipeg): Can we settle that they are majority stock- 
holders? 
By Mr. Sommerville: 


Q. Are they majority stockholders?—A. No, sir. | 
Mr. SomMERVILLE: I presume that would hardly be necessary in a big com- 
pany like that. 


By Mr. Factor: 


Q. Did you furnish Mr. Sommerville with the list of your shareholders?— 
A. Yes. 


Mr. SOMMERVILLE: Yes, we have that. 


By Mr. Sommerville: 


Q. I think you told us that the British American control the Imperial 
Tobacco Company, don’t they?—A. No, sir. I want to say right here that I have 
no connection whatsoever with the British American Tobacco Company. I have 
never been connected with them. I really know nothing about their affairs at all, 
except through the contact that we have with the few of their directors that 
we see. 

Q. Are there any of their directors on your board?—A. Yes, two of them. 

Q. There are two of their directors on your board?—A. Yes. 

Q. And you say they have two officers in the United States?—A. Well, they 
have two directors in the United States. 

Q. Are those two United States directors the directors that are on your 
board?—A. One of them is. 

Q. One of them?—A. Yes. 

Q. Have you not a direct connection with any of the companies which they 
own or control in the United States?—A. No. 

Q. No connection?—A. No direct connection. 

Q. No direct connection?—A. No. 

Q. Well, your contact with them is very close, and that is why I want to 
give you an opportunity of just stating what the position was?—A. May I get 
your question? 

Q. Perhaps you can tell me who is the representative of the British American 
in the United States?—A. Well, the director is Mr. George Cooper who is also 
a director on our board; and the other British American director on our board 
is Sir Hugo Cunliffe-Owen. 

Q. He is president of the British American?—A. He is chairman of the 
British American Tobacco Company. 

Q. He is chairman of the board of the British American Tobacco Company? 
—A. Yes. 
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@. And what connection has he with you?—A. He is a director on our board. — 
@. What connection has he with the Imperial Tobacco Company of Great 
Britain and Ireland?—A. None that I know of. 
@. You know nothing of that?—A. No. 
Q. What is the connection between the British American, which has these 
companies all over the world, I think you told us——A. Well, as I understand it. 
Q. Well, you would know?—A. Only indirectly. 


The CHatrRMAN: I think we all know that. 


By Mr. Factor: . 


Q. Did you say that Sir Cunliffe-Owen has no connection with the Imperial 
Tobacco Company of Great Britain and Ireland?—A. Not to my knowledge. 

Q. I may be wrong, but I assumed that he was director or chairman of the — 
board of the Imperial of Great Britain?—A. Not to my knowledge. | 

(. You don’t know about it?—A. I think it is wrong. 


By Mr. Sommerville: 


Q. Who is president?—A. I don’t know. 

Q. Or chairman of the board?—A. I don’t know, sir. It is a matter of 
public record, I think. I don’t know him at all. 
Q. Do you know the relations between the Imperial and the British Ameri- 
. 


can! 
The CuarrMan: Which Imperial? 


By Mr. Sommerville: 


@. The Imperial of Great Britain and Ireland?—A. Not of any real 
knowledge, beyond what I mentioned this morning. 

). Are you aware of the fact that one-third of the Imperial of Great Britain 
and Ireland stock is held by the British American?—A. I have heard of such 
thing. I don’t know to my knowledge. Oh, no, the reverse, a third of the British 
American held by the Imperial. 

). A third of the British American held by the Imperial?—A. I have heard 
that. I don’t know that. It was stated here, I think, in some other testimony, 
but I don’t know anything about it. 

@. The Imperial of Great Britain is a very powerful organization over there, 
embracing a great many companies, is it not?—A. I think so. 

. I presume you are aware that last year their profits in England were 
in excess of some $40,000,000?—A. I don’t recall it. 

Q. You never heard of it?—A. I have seen them, but I don’t recall them. 

Q. Well, there are some very large sums?—A. Yes. 

Q. The British American profits were $27,000,000 or $30,000,000 last year, 
on their operations?—A. I could not name them. I don’t recall them. It is a 
matter of record. 

Q. How do you function with the Imperial of Great Britain?—A. We have 
no connection with the Imperial of Great Britain. 

Q. No connection at all?—A. No, sir. 


By Mr. Factor: 


Q. There is another concern in Chatham, the British Leaf Tobacco Com- 
pany; does that operate as a subsidiary of the Imperial Tobacco Company 
of Great Britain?—A. Gentlemen, as I previously stated, I have no contact 
with the British American Tobacco Company or the Imperial Tobacco Com- 
pany of Great Britain, and I don’t feel that I have any right to speak for them. 


I am perfectly frank. Anything I say is from hearsay. I have no knowledge, 
actual knowledge of their affairs. 
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Q. Have you any dealings with the British Leaf Tobacco Company of 
Chatham?—A. We have had dealings, yes, sir. 

Q. You don’t know the relation of the Imperial of Great Britain?—A. I 
think they are controlled by the Imperial of Great Britain. I have every 
reason to believe that, but I don’t know it. I wish you to understand that. 


By Mr. Sommerville: 


| Q. What is your relationship, if any, with the Canadian Tobacco Leaf 
- Company?—A. None whatever, no connection, no financial connection. 

Q. Has your company any financial interest in the Canadian Tobacco Leaf 
Company ?—A. None whatever. 

Q. Has the British American any financial interest in that company?—A. 
Not to my knowledge or belief. 
| Q. You are not aware of that?—A. No, sir. 
| Q. Have you any other connection or financial interest in any other leaf 
company in Canada?—A, No, sir. 


By the Charman: 


Q. Before you leave that, the Imperial Tobacco Company of Canada do 
act as agents for the Imperial Tobacco Company of Great Britain in their 
purchases in Canada?—A. We have for two seasons, yes. 

Q. That is merely an agency?—A. An accommodation which I think we 
have tried to explain in our brief. 


By Mr. Sommerville: 


Q. Now, Mr. Miller, will you tell me what has been the reduction in the 
price that you have paid to the producers for their raw leaf during each of 
the past five years? 

The CuHarrMAN: Give us the page of the brief where you deal with that. 
Page 29, is it not? : 

Mr. Factor: Page 11, I think it is. 

The Wirness: No, that is crop prices, I think. 

The CuatrMan: How about page 29; does that show it? 

The Wirnsss: Yes, I think that is it, page 29. Page 11 is the crop prices, 
average of the flue-cured crop year by year, as published by the various authori- 
ties I referred to. As you notice, in 1933, there has nothing been obtained, and 
we have estimated that on the basis of what we paid, or we just put our figure 
in there. On page 11 are the prices paid by the Imperial Tobacco Company for 
their tobacco. 


By Mr. Factor: 
@. You mean page 29?—A. Yes, page 29. 


By Mr. Sommerville: 

Q. That is what is paid by the Imperial Tobacco Company for the tobaccos 
purchased by you in each year?—A. Yes, flue-cured. 

Q. And the crop of 1927; perhaps you have the amount available that you 
can put opposite each of these items as they are dictated, the amount of your 
purchases?—A. They are stated there in another section on page 21—our 
purchases. We will start with 1927. For the whole crop of flue-cured tobacco, 
33.9 cents; we purchased in 1927— 

Q. What page is that?—A. Page 11—it shows the average. 

Q. And according to this record it was 33.9 cents?—A. Yes. 

Q. And the average price paid in that-year was 34.7 cents?—A. Yes, ae 
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Q. And the quantity purchased by you was 5,003,000 pounds green weight, 
which represented 80.3 per cent of the crop?—A. Of the entire crop, yes. 

Q. And in 1928 the average price paid for the whole crop in Canada was 
31 cents, and you paid—?—A. 32.3 cents; we purchased 7,049,000 pounds 
which was still 80.9 per cent of the crop. In 1930 the average on the crop was 
32 cents; the price we paid was 31.1; and we purchased 8,890,000 pounds or 
84.7 per cent of the crop. In 1930 the average price was 32 cents, we paid 31.9 
cents, and the amount we purchased was 8,879,000 pounds or 71.7 per cent 
of the crop. In 1931 the average price of the whole crop was 20.5 cents ; our 
average was 21.9, and we purchased 14,448,000 pounds, which was only 59 per 
cent of the crop. In 1932 the average all-over price was 16 cents; we paid 17.3 | 
cents and we purchased 15,470,000 pounds, or 56 per cent of the crop. In 1933 
as I said, that price is our price; I do not know what the whole price was— 
19.8 cents. 

Q. That is the average price you paid?—A. Yes. We bought 11,961,000 
pounds which was 53-2 per cent of the crop. 

Q. Now, you will observe there is a very sharp variation in the price paid 
in the last three or four years for flue-cured tobacco; in 1930 you paid 31 cents, 
in 1931 you paid 21 cents, in 1932 you paid 17 cents and in 1933 you paid 19 
cents. Who makes the market?—A. On this subject of leaf which we had 
understood was one of the prime points in connection with your investigation I 
would like to suggest sir that this whole brief, primarily the first two sections 
of it at any rate, is on that subject. It is a difficult subject to explain. I 
certainly do not want to take up the time of the committee unnecessarily, but 
we put a lot of thought in trying to put forward these questions, and it would 
be most difficult to answer other than by reading the vast majority of the 
matter that is there, covering particularly the various charges that have been 
put against us in the previous testimony; and I was wondering if maybe you 
did not feel that we might at this juncture read that. 

@. I thought perhaps that question might be answered rather simply; that _ 
as you are the largest buyers, you fix the price that is paid?—-A. We fix the 
price that we pay. 

Q. We will put it that way, you fix the price that you paid; and nobody 
buys until you have started off to buy, is not that the fact?—A. Well, yes, of 
course,—I believe that has been the custom, yes, sir. 

Q. And that has been the practice over a period of years, they wait for 
the material to buy?—A. Might I not read. 

The CHairMAN: You answer the question, Mr. Miller, in your own way. 
The question is asked of you and we want to give you full latitude in answering 
the question. 

The Witness: Thank you, sir. Now, the question of opening the market 
—page 35, might I read that. 

The CHAIRMAN: Yes. 


OPENING THE MARKET 


For the sake of brevity I shall not quote even part of all that has 
been said or attempted to be construed from the dates on which the 
Imperial Tobacco Company made its first purchases of respective crops 
of flue-cured tobacco. I do, however, flatly deny any attempt or desire 
to dominate the market or that any action has been taken by the 
Imperial Tobacco Company to intentionally, or otherwise, demoralize the 
producers, but in order to remove any further grounds for such absurd 
and ridiculous inferences and charges as have been laid to the Imperial 
Tobacco Company of Canada, Limited, I am authorized to state that we 
shall be pleased to meet all buyers for the purpose of determining a date 
on which all buyers will effect their first purchases. 
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However, I should point out at this time that if absurd and ridicu- 
lous inferences have been adduced to the buyers when they have never 
met to determine any concerted action, that from the suggested buyers’ 
meeting for the purpose of determining the date of purchase there may 
arise in the minds of the producers, or others actuated by malicious 
motives, a suggestion that at such meeting of buyers to determine the 
date of opening, the buyers at that time fixed and determine the prices 
to be paid, and I take particular pains to direct to your attention the 
probable consequences that may arise from such a meeting and to point 
out that while we do not propose that this meeting be held, we will how- 
ever agree to attend and participate in such a meeting for the purpose of 
determining the date of opening only, providing that this committee and 
others who find fault with the present practice, assume the responsibility 
of recommending to the buyers that they adopt such a practice. 

While dealing with the subject ‘“ Opening the Market,” I desire to 
say, for the benefit of the uninformed, that leaf tobacco is not a perish- 
able commodity such as peaches, pears, strawberries, etc., that must be 
disposed of within a very short time following their being offered on the 
market. The fact of the matter is that the Imperial Tobacco Company 
contracts for the purchase of practically all of its Canadian flue-cured 
tobacco within 45 days and the tobacco so purchased remains in the 
hands of the producer in precisely the same form as that when purchased 
until called for delivery by the purchaser. The purchaser is only able 
to take delivery in accordance with his capacity to handle the same, 
with the result that, while we may complete practically all of our pur- 
chasing within a period of less than 45 days, the fact remains that we 
take delivery of that tobacco over a period of approximately four 
months. 


Q. Now, that is interesting, Mr. Miller, but it does not answer my question; 
who opens the market?—-A. I think we have; I think that has been the practice 
with a few exceptions; if you mean by opening the market the person who first 
places an order or names a price, it has been Imperial Tobacco Company. 

Q. And for many years, up to 1931 and I think including that year, you 
brought from 75 to 80 per cent of the crop?-—A. For some years back, not in 
the last three years though. 

Q. I appreciate that?—A. Yes. 

Q. And up to that time there had apparently been a steady but slow increase 
in the acreage and in the quantity of flue-cured produced?—A. Let me refer to 
page 5, on the subject of production of Ontario flue-cured tobacco; maybe you 
would like to have me read the table there. 

Q. Up to 1930, from 1924 to 1930 there had been a gradual increase in the 
amount of crop?—A. Up to 1928 I would think. Let me read that: 


I particularly direct your attention to the production of flue-cured 
tobacco as set out in the foregoing ‘‘ Table 1,’ showing nine million pounds 
in 1928, ten million in 1929, twelve million in 1930, twenty-four million in 
1931 and twenty-seven million in 1932; and while the production figures 
for the year 1933 used in the above Table are those of the Department 
of Trade and Commerce, it is, however, the Imperial Tobacco Company’s 
opinion that there were 25,682,800 pounds of flue-cured tobacco produced 
in 1933. 


Q. And for some years prior to 1932, you have been paying an average 

- price of upwards of 35 cents a pound, and taking 80 per cent of whatever crop 

was produced?—A. I do not think that it was that high. No sir, page 29 shows 
the highest price was 34 cents, 32 cents and 31 cents. . 
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Q. 30 cents or better?—A. Yes. 

(. As a matter of fact the top price was around 40 cents, and the average 
scaled down to 34 cents and 35 cents, I understand?—A. I do not know, sir. 

Q. You did not know that. Well, you have opened the market each year 
and bought the quantities that you have suggested; but in the year 1931 a 
change took place and instead of opening the market at 40 cents, an average 
of 85 to 40 cents, you opened the market at a top price of 30 cents; do you | 
remember that?—A. Yes, I remember something like that. 

(. And very quickly your average dropped to 20 cents in the year 19315 
so you remember that?—A. I do, but I do not recall the particulars. | 


The CuatrMan: The price is indicated here in the statement, an average 
of 21.9. 


By Mr. Sommerville: 


(). I am talking of the opening in 1931. From the evidence given us, the 
opening was 30 cents, and within a week you were only offering 20 cents for 
top product. Now, will you tell us why there was a drop of one-third within 
five or six days?—A. Yes. Quoting from page 29: 


Dealing with prices paid in the years 1931, 1932 and 1933, the 
Imperial Company, recognizing that the production of these crops sub- 
stantially exceeded both domestic and export requirements and that the 
price must be ranged down to a figure nearer to a comparable price for 
Empire Leaf; and contemplating the possibility of there being a substan- 
tial quantity of such leaf tobacco dumped on the market with no buyers, 
resulting in leaf in large quantities being made available to competitors 
at distress prices-which they, in turn could offer to the consumer at so 
reduced a price as to entirely disorganize the marketing of manufactured 
tobacco; and contemplating the possibilities of a vast quantity of Cana- 
dian leaf being offered at distress prices so discouraging the cultivators as 
to result in subsequent production inadequate for domestic requirements, 
the Imperial Tobacco Company effected purchases at prices which were 
still higher than comparable Empire leaf, but which it was hoped would 
not result in important quantities of Canadian leaf being sold at distress 
prices and which it is felt returned to the producer a fair profit on his 
investment. 


Q. But that does not answer my question—A. I do not know that it does. 

@. The question was, knowing the acreage, knowing the production, having 
your inspectors’ reports in your books as to the exact condition of that crop, 
you started out and offered on Monday morning, on the opening day of your 
market, 30 cents as a top price. Now, why did you drop it within six days to 
20 cents for the top price for the same product, bought from John Jones for 30 
cents, and then bought from Bill Smith within six days, the same product, at 
20 cents, when you were the dominating factor in the market, why?—A. It could 
not have been worth that sum. 

Q. Well, was it worth it for the same commodity? Iam talking about top 
prices, for top grades. Why was it that in the second week you only paid 20 
cents for the top product?—A. Is not that covered, sir, in the Sutherland report? 

@. Never mind the Sutherland report, I am asking you a particular question. 
—A. I cannot answer your question. 

@. Let me ask you this then: Was it a fact that in the purchase of the 
crop of 1931 you got certain definite information, or directions, from New York 
as to the price to be paid the second week?—_A. Not to my knowledge, sir. 

Q. Well, did you get any information or instructions from a Mr. Harrison? 
—A. Not to my knowledge, sir. 
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Q. Are you sure that there was no direct communication with Mr. Harrison 
the very first week after that purchase was being made, and the direct orders 
given from New York “ Cut it down to 20”; that is my information?—A. Well, 
T have no recollection or knowledge of it. I do not recall any such affair. 

Q. Well, you knew the product, you knew what your needs were, you knew 
the quality, you knew the quantity; can you tell this committee why you, dom- 
inating that market, took 35 per cent off those farmers for top price within five 
days? Did you find them too soft the first week?—A. I cannot answer your 
question, sir. Mr. Buell, First Vice-President in charge of our leaf department, 
has more intimate knowledge of the handling of the leaf department. I have not, 
and I cannot explain that question to answer it definitely. 

Q. Well, you know that for years previous to that there never had been any 
trouble?—A. Yes. 

Q. But you do know that the purchase of the crop of 1931 did create a very, 
very bad condition among the growers, and also a panic; you know that much, 
Mr. Miller?—A. I know there was some dissatisfaction, yes sir. 

Q. Well, let us put it “ dissatisfaction.” I said “panic”; that more nearly 
describes it. Let me ask you this, Mr. Miller: Was it in the year 1931 that 
Mr. Lea first appeared upon the scene in the purchase of that crop?—A. Yes, sir. 

Q. Did the appearance of Mr. Lea from Kentucky, who had experience with 
the negro growers of the south, did that have some effect upon his attitude 
towards the farmers of Canada?—A. I do not think so, sir; no sir. 

Q. You think not?—A. No, sir. 

(). Had he ever bought anything by the barn method before?—A. Yes, sir. 

Q. He had?—A. Yes, sir. 

Q. Is it not a fact that he was in the habit of buying on the auction floor?— 
A. He had done both, sir. 

Q. I thought the barn method did not apply in the United States?—A. It 
does, sir. It has, to a general extent, at places. 

Q. Well, did the introduction of Mr. Lea into the purchasing program of 
1931 make a difference with the growers?—A. I do not think so, nor do I 
believe so. 

Q. You think not?—A. No, sir. 

Q. Did you have any complaints that he was not giving them a square deal? 
—A. Not to my knowledge. 

Q. Well, what were the complaints that you had?—A. Well, I haven’t any 
recollection of any specific complaints, except my recollection, if that was the 
time, that we heard through some department at Ottawa that they had been 
having complaints. 

Q. Yes. As a matter of fact, Mr. Miller, is it not a fact that the growers 
were in such a panic that they appealed to governments to help them against this 
new buyer for the Imperial Tobacco Company ?—A. Well, I never realized it, sir. 

Q. Well, you are realizing it now. At any rate, can you tell this com- 
mittee why, in the name of God, you dropped the price from 30 to 20 cents 
within five days when these men had been growing for you for years, and you 
had encouraged them to grow for years and had taken everything they grew 
to the extent of 80 per cent of the whole crop? Will you tell us why, because 
if you have got an explanation this is the place to make it, Mr. Miller—A. 
As I have said, Mr. Sommerville, I have got an explanation to make of our 
whole attitude with respect to the buying of tobacco in Canada. This whole 
brief tries to cover that situation, sir. 

Q. You can deal with that later, but I am asking you now, with the full 
knowledge of that whole situation in 1931 that you had canvassed completely, 


‘and you had a note on probably every acre of tobacco grown in that country, 


can you tell us why, with that full knowledge, you started out at a high of 30 


a 
* 
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cents and dropped it to 20 cents in a few days, for the top product?—A. Mr. 
Buell advises that the top prices to start out with that year were 30 cents. 

Q. That is what I said, and within one week you dropped it to 20 cents? 
—A. For top price? 

Q. Yes. Mr. Miller, let me give you a little information: on Monday 
morning of the first week you started out at 30 cents and you bought for sev- 
eral days at 30 cents. Then your Mr, Lea left for Montreal, and came back 
with certain instructions, and on Monday morning went out and created con- 
sternation amongst those farmers by offering 20 cents for top price. Why, and 
what instructions did he get at Montreal?—A. There was just too much 
tobacco. 

Q. Not in 1931.—A. In 1981. 

Q. Oh no, I am talking about 1931.—A. There was twice as much as there 
was in the previous year. 

Q. Oh yes, but you took 75 per cent of it—-A. What were our purchases, 
though, of that crop. 

Q. Well, you took 60 per cent of it I think. But, Mr. Miller, coming back 
to the point, you knew how much tobacco was there, and the day you opened 
the market you had known for months, you had counted the fields, and you 
knew the exact condition of that crop. Now, why did you start out at 30 and 
then drop to 20 for the bulk of your purchases because you must have made 
the bulk of your purchases at 20 cents or lower to get down to that price —A. 
To get down to an average price. 

Q. Of 20 cents——A. The average price for 1931 was 21-9. The price paid © 
by others was 18-5. 

Q. Yes. I suggest to you, Mr. Miller, that that meant a drop of 9 points ~ 
from the top to the average, that never for years before had there ever been 
such a discrepancy between your average and your top price in any purchases 
that you made. Now, you know that. Why was that?—A. Well, as I remem- 
ber it, it was the biggest year’s crop that we had ever had. 

(). But you knew that when you started out with a top of 30 cents? Why 
were you paying 30 cents as the top price, and then on the following Monday 
morning dropping it to 20? That is what the farmers of this country are ask- 
ing, and I am asking you, Mr. Miller, as representing this dominating factor 
in the market, to explain it—A. Well, sir, except for the fact that it was a big 
quantity of tobacco and we must have thought that it was too high. I cannot 
go back now and remember the exact details. 

(. You must have thought; where did you get the second thought from, 
New York?—A. I do not recall anything coming from New York. 

Q. No. Did you have any communication with Mr. Harrison about that 
crop of 1931?—A. I had no communication with him, I do not recall any. 

Q. Surely you are in touch with all of your group, Mr. Miller?—A. In 
touch through Mr. Buell. 

Q. Certainly, and you certainly would discuss your needs before your buy- 
ing program was begun, and the price that you would pay?—A. In the first 
place, I might say that at that time I was not president of the Imperial Tobacco 
Company. | : 

Q. In 1981?—A. No. 

Q. Who was president?—A. Mr. D. C. Patterson. 

@. And what was your position then?—A. One of the vice-presidents. 

Q. Well, we are asking you now—A. I know, but you were trying to infer— 

Q. I do not infer anything Mr. Miller. I want to know from a responsible 
man in the Imperial Tobacco Company why this change of policy with the farm- 
ers of Ontario. 
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By the Chairman: 


Q. What was your position as vice-president, Mr. Miller?—A. In charge of 
the selling end of it, Mr. Stevens. 

Q. Well, Mr. Miller, I must say that I think Mr. Sommerville’s question is 
an exceedingly important and pertinent one, and what puzzles me, frankly, is in 
a matter of such grave and major importance as this, in the face of a 30 per cent 
drop in the price paid within a week, why the heads of the Imperial Tobacco 
Company from its president down to its chief buyer would not have known pre- 
cisely the reasons why that was done; I confess, frankly, it does not appeal to 
me as a possibility that that could have happened without the heads of the com- 
pany knowing.—A. Well, I am not trying to say that we did not discuss it, but 
you are asking me to go back to 1931. 


Mr. Sommerviutute: The year of the panic, the first panic. 


By the Chairman: 


Q. It is the year, Mr. Miller, when there is a sharp change in policy. And 
furthermore, you will not deny this, I don’t think—it is known to the committee 
at least that all large buyers, particularly your own company, carefully examine 
the crop during its growing period, so that you have scientific knowledge of pre- 
cisely what. the crop is?—A. Yes, sir. 

Q. So that when it comes to the day of opening you know quantities, the 
general amount of each, and the class of tobacco that is being produced, the 
state of the crop, and you, of course, know your own requirements and your 
own stocks, and I must say I think Mr. Sommerville’s question is one that, 
so far as I am concerned as Chairman of the committee, I will expect to be 
answered in a very definite way and a very clear explanation given.—A. Well, 
it is not that I am not trying to answer you, Mr. Chairman, or Mr. Sommer- 
ville, 

Q. Well, Mr. Miller, you have certainly throughout the day exhibited a 
desire and an effort to answer all the questions that have been asked, but I do 
not know of anything that is as important as this one question, and I must say 
we will expect, we must expect a definite answer to it—A. Well, the point is, as 
to why the top price of— 


By Mr. Sommerville: 


Q. Why you put the top price for top crop from 30 cents to 20 cents within 
one week when you knew the whole crop condition?—A. Mr. Buell suggests 
that in a week’s time we had bought up most of the best crops. 

Q. If that is so then you bought it at a good deal less than 20 cents —A. 
We must have bought later at cheaper prices, 


The CuatrMan: Arithmetically, Mr. Buell’s answer does not sound reason- 
able. You see your average price, Mr. Miller, is 21 cents, and if you bought 
in the first week a certain quantity at 30 cents you must have bought after 
that at much less than 20 cents to arrive at an average of 21. I suggest to you 
that Mr. Buell’s answer is not an answer. Mr. Buell may have under his hand 
possibly the prices and quantities bought during that first week. 


Mr. SomMMERVILLE: You have got your daily purchases? 


By the Chairman: 


Q. Mr. Miller, have you your daily purchases for the first week of the crop 
of 1931?—A. We have not got that with us. We can get it and produce it 
for you. 

Q. Surely Mr. Buell, your head buyer, can, from memory, give to you fairly 
well the answer for that. 
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By Mr. Sommerville: 


Q. Could you, by telephone, have it sent up to-night so that we might have 
it in the morning?—A. We will try to, sir. 

Q. Now then, if you do not know— A. For how long? 

Q. I want your daily purchases for the 1931 crop. Now then, you will 
see the importance of knowing the answer to that question, because you realize 
that no competitor can go out and pay more money than you pay, can they?— 
A. Well— 

Q. They would be at a disadvantage in competing with you, would they 
not?—A. Yes, sir. 

Q. So that when you drop the price everybody else has to drop the price, 
and that affects every grower in the country so that it is an important thing, 
is it not, Mr. Miller?—A. Yes, sir. 

Q. In other words, you dictate the market, not that you have any sinister 
object in doing it, but the very existence of such a powerful buyer taking such 
a large proportion of the crop dominates the market and fixes the price. I do 
not think there is any doubt about that, is there, Mr. Miller?—A. Broadly 
speaking, I think that is correct. 

Q. Now, Mr. Miller, will you tell me, in that 1931 crop what was the nature 
of the complaints that were made about the purchase, the price paid, and what 
was done to the growers?—A. To be perfectly truthful, I have only a hazy 
recollection and can only speak because of your refreshing my memory of that 
crop and the drop that you refer to in the price, which must be correct from 
what you say; I haven’t any clear recollection of anything specific or anything 
general at all; it is only from what you have said. I know we have had at 
times complaints of low prices. 

Q. Well, who directs the policy of purchasing from your office?—A, From 
our office? 

Q. Yes—A. Mr. Buell in consultation with the executive committee of the 
company. 

Q. With the rest of you?—A. Yes, sir. 

@. So that it is executive action taken in purchasing the crop?—A. Yes, sir. 

@. And Mr. Buell carries out the policy that is thus laid down?—A. Yes; sir. 

Q. Now, was there any meeting of that executive to change the policy during 
the first week of your buying on the market, or was it entirely left to Mr. Buell? 
—A. I cannot answer that, sir. 

Q. I will tell you why. It has come to me from a dozen sources, that when 
Mr. Lea came back from Montreal, or had his messages from Montreal, he went 
into the hotel at Tillsonburg and he said “ We have got to drive this market 
down, those are the orders and they have got to be obeyed.” Did you know of 
that?—A. I never heard of it, sir, 

@. And that to show them how it could be done, he went out himself, bought 
crops, came in with the sample of it, and would exhibit the samples in the hotel 
lobby to the public, if you please, as well as to the buyers, and say, “what do 
you think of that, what is it worth?” and the buyers would say “24 cents.” 
“Well,” he said, “I just bought that from a fellow who is putting himself through 
school at 14 cents and he took his medicine like a man.”—A. I never heard of 
that. 

Q. Is that the kind of buying policy that created the trouble in 1931?—A. 
I never heard of such a thing. 

Q. You never heard of such a thing?—A. No sir, never heard of it. 

Q. Did you hear of the wives of the farmers who cried in his presence at 
the way he was treating the crop that he was buying, and begged of him not to 
treat them that way?—A. No, sir. 

Q. Never did?—A. No, sir. 


. 


Q. Did you hear of the occasions when he begged of the women to go into 
the house, that he could not carry on because of their weeping at the price that 
he was offering for that crop?—A. No, sir. 

Q. Well then, you have not heard very much.—A. No, sir, not along that 
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line. 

Q. At any rate, Mr. Miller, there was very considerable commotion, shall 
we say, after the buying months of 1931. Will you tell me why there should be? 
—A. Well, sir, I understood we were going to get you, for one thing, the prices 
that we paid day by day, which certainly would be an indication of just what 
our policy must have been at that time. 

Q. All right, we will leave it at that. We will deal with the 1932 crop 
to-morrow. 

Mr. Factor: We will complete this to-morrow. 

The CHAIRMAN: Yes, it is six o’clock. We will adjourn till to-morrow 


morning at 11 o’clock. 


The Committee adjourned at 6 p.m., to meet again Friday, 4th May, 1934, 
at 11 am. 
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House or Commons, Room 268, 
May 4, 1934. 


The special committee appointed to inquire into price spreads and mass 
buying met at 11 a.m., the Hon. H. H. Stevens, presiding. 


Mr. Norman Sommerville, K.C., of Toronto, appeared as counsel for the 
committee. 


The CHAIRMAN: The minutes of yesterday merely recite the witnesses 
heard and certain exhibits filed, no other matters. I declare the minutes 
approved. 


Gray MILLER, examination resumed. 


By Mr. Sommerville: 


Q. Mr. Miller, last evening we left off at that point where you were being 
asked to explain why the sudden drop in the price of raw leaf purchases in the 
purchasing season of 1931, and you were going to give us a reason this morning. 
What reason have you for that drop from 30 cents top to 20 cents within a 
week, and for the drop that took place that resulted in your buying that whole 


crop on an average, on your own statement, of 22 cents?—A. Mr. Chairman, 


before proceeding this morning I wish to state that, in my judgment, counsel 
for the committee was more or less unfair to me in his method of examining 
me in reference to the purchase of the 1931 crop. Throughout these entire 
proceedings, as you yourself openly observed, I have been absolutely frank 
and truthful in all my statements, have made complete disclosures in reference 
to all matters of which I have definite knowledge, and in addition have spent 
considerable time and effort in endeavouring to bring about a basic working 
agreement between ourselves, the other manufacturers, and the producer. 


I was utterly astounded at the charges against the Imperial Tobacco Com- 
pany of Canada, Limited, involved in the counsel’s examination, and felt 
confident that they were not in accordance with the facts. 


During the night I have made a very complete investigation of all the 
circumstances surrounding the purchase of the 1931 crop, and have obtained 
all figures covering our daily purchases during that crop buying season. I 
must confess I am more or less relieved to find that conditions were not as 
stated by counsel, but on the contrary are very satisfying to me, and I hope 
will be equally satisfying to the committee in relation to this aspect of the 
matter. You have asked me to submit this morning an explanation of this 
condition. 


In the first place, we are dealing only with the purchases of the Imperial 
Tobacco Company of Canada, Limited, and not with the purchase of the 
total crop. 


It would appear, from the manner in which you dealt yesterday with the 
relation of the top price to the average, that you are under the impression that 
there should be some relation between the top price and the average from one 
year to another. If you have any such impression, then J hasten to assure 
you that there are important factors involved—which you have apparently 
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overlooked—which nullify any such construction as you now attempt to place 
on the relation of the maximum price to the general average. 

If, for example, the crop of leaf tobacco one year with another were 
precisely the same as to quantity as to quality, and as to the proportion of 


the various grades to the total crop; and if there were precisely the same — 


demand for precisely the same quantity, one year with another, then there 
would probably be some relation in the ratio of the top price to the average 
year by year. However, the tobacco crops from year to year are not as uniform, 
one with another, as an annual relation of top price to average price would 
require. 

It is quite apparent that the quantity of the crop has fluctuated violently, 
and has increased entirely out of proportion to any apparent demand, which 
is made abundantly clear in the brief which I endeavoured to submit for your 
consideration yesterday. 

The average quality of the crop for one year will vary from the average 
quality of the crop for another year; and the available proportion of top grades, 
medium, or low grades will likewise vary from year to year. 

In proceeding to buy, the manufacturer first determines his requirements, 
and then estimating the quantities of various grades available in the crop fixes 
the average price he is prepared to pay, and from this average determines a 
high price which is based upon his estimate of the available volume of grades 
required. 

It, therefore, follows that the relation of the top price to the average is 
contingent entirely upon the conditions prevailing in relation to the particular 
crop under consideration. 

Amongst your charges of yesterday, you stated that in the year 1931 we 
opened with a top price of 30 cents and within six days reduced our top price 
to 20 cents. That is not in accordance with the facts. We did not reduce our 
top price in the year 1931, or for that matter in any other year. We fix a top 
price that we are prepared to pay for tobacco, and continue to pay that top 
price for all crops of a quality equal to those for which we determine to pay 
top prices. 

When beginning to buy a crop, we usually purchase the better quality first 
and then proceed to pick up crops of the lesser qualities. It does not follow, 
however, that in the first week or ten days we have purchased all of the top 
grades of tobacco, as can be proved from our effecting purchases at varying 
prices from time to time throughout the period of purchasing, and I take 
strenuous exception to any charge that we have reduced our top price. I submit 
that no such reduction has taken place, and that we have always maintained 
a scale of payment, comparable to the quality of tobacco that we purchase. 

And I make a positive assertion at this time, that in our purchase of the 
1931 crop, to which you refer, when we paid 20 cents a pound for tobacco it 
was 20 cent quality, and that if it had been 30 cent quality we would have paid 
30 cents. 

Having discussed with Mr. Buell and Mr. Lea, and investigating all records 
within the short time at our disposal, I would like to give you as near as 
possible a true picture of what happened surrounding our purchasing the 1931 
crop of flue-cured tobacco. 


By the Chairman: 
Q. Did you get those sheets that we suggested for the first two or three 
weeks?—A. Yes, sir, the whole crop day by day. 
_ We have endeavoured to point out in our brief that the prices for tobacco 
in 1929 and 1930, which were higher than in our judgment was wise and for 
the good of the industry as the growers were attempting— 
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By Mr. Sommerville: 

Q. The prices you paid were higher than in your judgment was wise and 
for the good of the industry?—-A. Taking into account the whole picture. 

Q. Do not let me misunderstand you, Mr. Miller. You do not mean that 
the price paid was too good for the manufacturer?—A. I am talking of the 
industry as a whole. 

Q. What do you mean by the industry?—A. The tobacco industry. 

Q. Manufacturer plus grower?—A. Plus consumer, plus everybody. 

Q. Then would you say that it was good for the grower to get a lower 
price in 1931?—A. Would you please let me finish, sir. 

Q. I would just like that explanation as you go along, I do not like to miss 
anything. 

Mr. Factor: He said, the price paid in other years was not wise or for 
the good of the industry. 

The CuarrmMan: That would leave a wrong impression on one’s mind. I 
think it would be better if you clarified that, Mr. Miller. I would take it to 
mean that it was not good for the growers. What you are referring to is the 
price paid for green leaf? 

The Witness: Yes, sir. 


By the Chairman: 


Q. And you say, that in your opinion, the price paid in 1929 and 1930 was 
not good for the industry?—A. Yes, sir. 

Q. I would take that to mean, that you meant it was not good for those 
who were producing green leaf?—-A. Well, in the long run we do think so. 

Mr. Epwarps: Might I suggest, Mr. Chairman, I have read this brief over 
pretty carefully and I think that pretty well explains Mr. Miller’s statement. 

The CHairMAN: What? 

Mr. Epwarps: The industry as a whole. 

The CuHarrMaAn: We want to be perfectly clear on that. 

Mr. SomMeErvILLE: All right, Mr. Miller. 

The Wirness: We have endeavoured to point out in our brief, that the 
prices for tobacco in 1929 and 1930, which were higher than in our judgment was 
wise and for the good of the industry as the growers were attempting to increase 
the growing of tobacco beyond local demands, and against our advice. There- 
fore, it was necessary, in our judgment, that their prices should be somewhat 
comparable with the prices of World Empire grown tobaccos. And, in this 
connection, Mr. Buell and perhaps others discussed from time to time with 
Mr. R. C. Harrison, Director in charge of the Leaf Department of the British 
American Tobacco Company, this whole subject, and he did feel that the prices 
were higher than they should be. 

I would like to make it plain, that neither Mr. Harrison nor anyone else 
connected with the British American Tobacco Company, nor anyone outside 
the Imperial Tobacco Company of Canada, at any time designated prices that 
we should pay for tobacco in Canada; and, beyond Mr. Harrison giving his 
general opinion on prices, there was no other influence that he had on the 
situation. 


By Mr. Sommerville: 


Q. What is Mr. Harrison’s position?—A. Director in charge of the Leaf 
Department of the British American Tobacco Company. 
Q. And did he give that information daily?—A. No, sir. 
Q. On telephone calls from Tillsonburg?—A. No, sir. 
86332—993 f 
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@. Did anyone of your officials communicate with Mr. Harrison daily ?— 
A. Would you mind letting me finish this, please. 

Q. You are saying that no instructions were given. I am just asking if 
there was daily communication, long distance telephone calls from Tillsonburg 
to Mr. Harrison in New York?—A. No. 

Q. From the Arlington Hotel? Mr. Lea would be able to tell.—A. There 
was not, I don’t think. _ 

Q. I do not want you to answer that offhand, because my instructions are 
quite to the contrary.—A. No, sir. 

Q. Not in 1931?—A. No, sir. 


By Mr. Ilsley: 

@. When was this conference between Mr. Buell and Mr. Harrison?— 
A. I am only speaking generally. The whole subject had been discussed at 
various times. 

. It does not mean anything if it was between 1925 and 1928. Was it in 
the fall of 1931 that conference or conferences took place between Mr. Buell 
and Mr. Harrison? That is what the committee would like to know.—A. Con- 
ferences have taken place every year. 

Q. Conferences have taken place every year between your company and 
the British American Tobacco Company with reference to price?—A. No, not 
necessarily that. 

The CHaIrMAN: Perhaps we might let Mr. Miller finish his statement and 
then we can examine him in regard to the facts indicated. 


Mr. Facror: We are liable to forget some points. 


Mr. Itstey: I agree that, if at all possible, we should not interrupt the 
witness, but when he says that a conference or conferences took place it does 
not mean a thing unless he states when the conference or conferences took place. 


Mr. Epwarps: I think it would be much better if we let Mr. Miller pro~ 
ceed with his statement and then we can put questions afterwards. 

The Cuarrman: Let me put it this way: We will request, as far as possible, 
that the witness proceed with his statement, but I am certainly not going to 
muzzle the committee, or any member, from asking a question if he so wishes, 
but I just draw the attention of the members to the desirability of letting him 
finish his statement. 

Mr. Sommervitie: All right, Mr. Miller. 


The Witness: I would like to read that paragraph over again: 

I would like to make it plain that neither Mr. Harrison nor anyone else 
connected with the British American Tobacco Company, nor anyone outside 
the Imperial Tobacco Company of Canada, at any time designated prices that 
we should pay for tobacco in Canada. | 

Mr. Factor: That is a plain statement in itself, but it does not answer 
the question that we are trying to arrive at. 

The Cuarrman: We will examine Mr. Miller on that later, Mr. Factor. 

The Witness: And beyond Mr. Harrison giving his general opinion on 
prices, there was no other influence that he had on the situation. 

Mr. F. R. Gregory was the senior officer in charge of the company’s leaf 
buying operations in the year 1931. Mr. Lea was junior to Mr. Gregory and, 
as such, did not direct the operations of the company in buying this crop. 

Mr. Gregory was given instructions as to the buying of the 1931 crop, 
with 30 cents as a maximum price, and the average price to be below 24 cents. 

You will note, from statement of daily purchases submitted, that 364 per 
cent of our total purchases was made the first day, Tuesday, the 6th October, 
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at an average price of -2765 cents; and Mr. Buell felt, upon getting this report, 
that Mr. Gregory was not following out his instructions in line with arriving 
at the above general average, and so Mr. Buell telephoned Mr. Gregory remind- 
ing him, that in order to bring his general average under 24 cents, he would be 
compelled to buy some medium and common tobaccos to arrive at an average 
below 24 cents. 


Mr. Lea came to Montreal that week-end and discussed the situation with 
Mr. Buell. 


By Mr. Sommerville: 


Q. Mr. Lea?—A. Yes, sir. 

Q. Not Mr. Gregory who was in charge of operations?—A. No, sir. 

Q. His junior—A. And Mr. Buell’s assistant, yes sir. 

Mr. Lea came to Montreal that week-end and discussed the situation with 
Mr. Buell and went back to Delhi with confirmation of these instructions from 
Mr. Buel to Mr. Gregory. 

The fact of the matter is, that the total of purchases of flue-cured tobacco 
in Norfolk district for 1931 crop averaged -2297 cents per pound. 

I was positively astounded by your charges in relation to statements you 
claim were made by Mr. Lea in the hotel at Tillsonburg. I have carefully ques- 
tioned Mr. Lea on this subject, and he tells me that there is no foundation 
for any such charges beyond Mr. Lea giving to Mr. Gregory Mr. Buell’s 
instructions in Mr. Lea’s bedroom in the Tillsonburg hotel. 

I would like to say at this time, that Mr. Lea has had a wide experience 
in purchasing tobacco and comes to us very highly recommended. From all 
reports coming to our attention, all of the producers have spoken very highly 
of Mr. Lea’s operations in purchasing tobacco in the flue-cured district in 
Ontario. 

In closing, it should be noted, from the statement which I handed to you, 
that 364 per cent of our total purchases were made on the first day; that 63 
per cent of our total purchases were contracted in the first week; and that over 
90 per cent of our purchases were contracted by the end of the second week. 

Q. Mr. Miller, you have the daily purchases by prices, have you?—A. Yes, 
sir. 

Q. Oh, this is lumped on the average for each day, these are lumped each 
day, the average for the day?—A. Yes. 

Q. I thought you were going to give us the prices at which each of your 
crops were purchased?—A. I understand that is what you wanted. 

Q. We wanted a statement so that we would then be able to tell or see 
the descent from top grades of 30 cents—A. That shows it, does it not? 

Q. This is averaged?—A. I understood, sir, that is what you wanted. 

Q. At any rate, this is a fact, that on Tuesday, October 6, the market was 
opened and the average price paid that day was -2765; that was the average? 
—A. Yes, sir. 


By Mr. Young: 
Q. For all grades?—A. Yes, sir. 


By Mr. Sommerville: 


Q. All purchases?—A. Yes, sir. 
Q. And that day there was purchased 3,374,400 pounds; it does not show 
how many were bought at 28 cents, or 31 cents, or 22 cents. 


Mr. Hears: How is the average arrived at? 
Mr. SomMMeErvILLE: Perhaps Mr. Miller can tell you. 
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The Witness: It is the total of all contracts that were made on that day; 
the contract is extended, quantity and price to arrive at a total amount, and 
the amounts are added up and the averages produced from that. 


By Mr. Sommerville: 


Q. That is, the total amount of tobacco it set against the total amount of 
money paid out?—-A. Yes, sir. i 
Q. And that provides the average for the day?—A. Yes, sir. 


By Mr. Factor: 
. It may include different grades?—-A. It does, sir. 


By Mr. Sommerville: 

. And, Mr. Miller, I observe that Tuesday it was 27?—A. Yes, sir. 

. Wednesday it was 26?—A. Yes, sir. 

. Thursday, it was 22?—A. Yes, sir. 

Friday it was 20?—-A. Yes, sir. 

Saturday it was 19?—A. Yes sir. 

And after Mr. Lea’s return from Montreal, it was 18 on Monday?— 


Then on Tuesday it was 19?—A. Yes. 

Then on Wednesday it was 16?—A. Yes, sir. 

And on Thursday it was 16?—A. Yes, sir. 

And Friday it was 17?—A. Yes, sir. 

And on Saturday it was 17?—A. Yes, sir. 

And then on the following Tuesday it was 15?—A. Yes, sir. 
. And the day before, Monday, it was 16?—A. Yes, sir. 

And then on Wednesday it was 15?—A. Practically 16. 

. The 21st?—A. Yes, that is right. 

. So that from the 6th October to the 21st of October you have these 
variations in the averages paid?—A. Yes, sir. 

Q. Now then, I observe that no further buying was done from the 21st 
of October until the 8th of November?—A. That is right, sir. 

@. And in the meantime may I draw your attention to what happened: 
The farmers of the district, aroused by the prices paid, approavhed the Ontario 
government for assistance; you know that?—A. No, sir, I do not. 

Q. Well, I am told that is a fact?—A. All right. 

Q. And that when that became known, that there would be assistance 
given by the Ontario government, I observe that on November 8th, when the 
buying began again, the average price jumped from -1599 to 23 cents?— 
A. May I consult Mr. Buell. I think you must not have the right facts in 
regard to the Ontario government. I think you must be confusing that with 
some later crop prices. 

Q. There was a very definite arrangement in regard to the 1932 crop. What 
was that promise?—A. What was the promise, if I may ask? 

@. That there would be assistance given to the growers so that they might 
hold their crops against this constant depreciation in price?—A. We have no 
knowledge of that sir. 


By Mr. Factor: 


Q. Did you have any communication from the Ontario government?— 
A. Not to my knowledge, no sir. 


> 
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By Mr. Sommerville: 


Q. How do you account, Mr. Miller, for the jump in price from the 21st 
October to 23 cents when you started in to buy again on the 8th November?— 


PRICE SPREADS AND MASS BUYING 1505 


A. Well, I have tried to explain as well as I can. I think we have said before 
that we buy the best crops that we can first, the major part of the top crops, 
anyhow, and later on we come across tobacco that is worth more money, and | 
we buy that. That is just a statement I make, sir, I do not know. 

Q. Do you want this committee to believe, Mr. Miller, that from the 
8th October when you were paying 22 cents, to the 21st October, when you 
were paying 15 cents, you did not run across those crops?—A. No, I did not 
make that statement at all. These are the averages of the day. I do not know 
what the exact quantity was. It might have been at a much higher price. 
There must have been some at a higher price on each of those days, and some 
at a lower. 

Q. I am asking your explanation for that variation. There is a 50 per 
cent increase in your own average for the amount sold?—-A. Do you not think 
quantities have some bearing on that, sir? Look at the quantities at the lower 
price. : 
Q. All right, we will look at the quantities; 35,000 pounds at 23 cents. 
That was your buy for that day?—A. Yes. 

Q. Then on the next day you got 65,000 pounds at 16 cents?—A. 16-89 cents, 
yes. 

Q. The next day you obtained 124,000 pounds and the price went up to 
23°23?—A. Yes. 

Q. Why the variation?—A. Because of the quality of tobacco, in our judg- 
ment. Excuse me; I tried to make that plain. 

The CuarrMan: It is a little unfortunate that you could not get during the 
night the information we asked for yesterday, that is, the actual purchases in 
that period, because that is the whole story. For instance, on the same quality 
of tobacco you pay one price on Monday and another price very much below 
on Thursday or Friday. Now, we are entitled to know the policy which 
prompted the Imperial Tobacco Company to make that change. 


The Wirness: Mr. Chairman, I have endeavoured to my best efforts to 
try to give you what I thought you wanted sir, as to the individual contracts. 

The Cuarrman: May I suggest this: Your Mr. Buell is here. He knows 
those things, exactly. He has those things in a book; let him go down to 
one of our offices—I will send a messenger with him—and phone Montreal, and 
your stenographer or secretary or some one can give it to him in five minutes, 
I am certain. 

Mr. Buewu: It cannot be done. 


The Witness: There are about 900 contracts, sir. 


By the Chairman: 

Q. Mr. Miller, you cannot tell me the Imperial Tobacco Company have not 
a record of their tobacco purchases?—A. There are a body of contracts; these 
contracts are left in Leamington. 

Q. Yesterday you made a statement yourself that as these purchases were 
made, the company itself had before it, from day to day, the quantities pur- 
chased, and they were able to gauge their business by those facts?—A. On 
the total. 

Q. Surely—A. That is what we have given you, Mr. Stevens. 

Q. No; will you pardon me. These figures really are quite useless, I submit 
to you. What value is there in those figures? On October 6th, this list shows 
an average price of 27 cents, which indicates to me as an ordinary business man, 
and common sense tells me that the top price must have been 32 or 33 cents?— 
A. The highest was 30 cents. 

Q. All right, we will take that. Now, about five or six days after, we 
find 16 cents was the average?—A. Yes. 
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Q. Now, that indicates to me that there must have been some drop in the 
top price; that it is not all due to the fact that on that date you are buying 
nothing but poor tobacco. In any case, we are entitled to know.—A. May 
I suggest that I candidly do not believe that the contracts or anything else 
would give you any more of the picture than this does. 

Q. Excuse me—A. We are perfectly willing—I do not want you to under- 
stand otherwise—to have every one of them here. 

(). If you take the daily report from a gentleman like Mr. Lea, it will tell 
you that you bought so much tobacco on Monday, so much on Tuesday, and 
all the way down the line. You must have it?—A. The total? 

Mr. Youne: The amount of each grade bought. We do not need the indi- 
vidual contracts. 

The Cuatrman: No, the total quantity bought each day, each grade, and 
the price, that is all. 


By Mr. Ilsley: 

Q. Do you buy by grades?—A. No, sir. 

Q. Let me ask you a question or two. Your buyer appraises it. That is 
to say, he makes up his mind that it will grade up in a particular way ?—A. 
Yes. 

Q. He uses his judgment, and if it is going to run to low grades, he pays a 
low price for it; is that true?—A. Substantially, yes. 

@. Therefore your contracts do not show the grades you get from a par- 
ticular producer?—A. No. 

Q. When you grade it, do you keep the tobacco that you bought from any 
particular seller, separate from what you bought from the others, so that you 
could tell from your books what particular grade you had when you graded 
the tobacco?—A. Do you do that, Mr. Buell? 

Mr. Buetu: Not each grade of tobacco. 

@. In some business, it is done. Pardon me for referring to apples, but 
a buyer of apples keeps a record of the grades ordinarily, that he buys from 
each man?—A. Yes. 

Q. So that he can see from reference to his books there was so many of 
No. 1, so many domestics, so many large domestics, so many small domestics, 
and so on. Have you a similar system with reference to tobacco, so that we 
could find out, and check your statement with more exactness? As I under- 
stand your statement, the variation in price depends entirely on variation in 
quality?—A. Yes. After we have set down the top price, and the average that 
we think is a fair price. 

Q. That seems to be the point in issue?—A. Yes, you have it. 


By Mr. Senn: 

Q. I understand, as you go on buying you do not know how much of each 
grade you purchase?—A. Only as a mere estimate, or a rough estimate from 
the crop, from the survey that will have been made as to what is the prospect. 

Q. In any event it is pretty certain the first purchases that are made are 
of the better quality of tobacco?—A. Yes, the top. 

Q. Your average, after all, for the crop purchased, no matter what it might 
be, is the price for the better quality of tobacco?—A. I do not know that I 
get your question exactly. 

Q. I mean to say, if you take the average of 22-97 cents per pound, that 
would not represent the average of the whole crop, it would only represent 
the average of what you purchased?—A. Yes. 

“ oe And that is a higher average than the average of the whole crop ?— 
. Yes. 
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By Mr. Sommerville: 


Q. In other words, the Imperial usually bought the best of the crop?— 
_ A. And paid the best price. 
| Q@. And paid, accordingly, a better price than on the whole average?— 
A. Yes. 
Q. I agree with you on that. 


Mr. Heaps: Could we have the difference in value between the top and 
bottom grades? 


| Mr. SOMMERVILLE: At least from 2 to 30 cents. 
Mr. Harps: On a given day? 


By Mr, Sommerville: 


Q. As a matter of fact, Mr. Miller, you must have that information in 
detail in your possession, because after the first day’s purchase, you instructed 
Gregory he was overdoing it?—A. On the average, sir. 

@. On the average?—A. Yes. 

@. You instructed him that his average was too high?—A. For several 
days, I guess. 

Q. You say he was the man in charge of the buying operations for that 
year?—A. Yes, on the ground. 

Q. He has been for probably 30 years?—A. Well, a good many years. 

Q. Twenty years?—A. A good many years. 

@. Is he the man who is responsible for the trouble you referred to as 
complaints from the area in 1931?—A. Only in the sense that he was in charge; 
I suppose he would be. 

Q. What do you mean by that? Was there anything he did that gave 
rise to those complaints that you refer to as coming from the producer?— 
A. You mean— 

Q. You referred to them yesterday. You agreed that you had a number 
of complaints. I called it a panic—you called them complaints. You had a 
number of complaints. Was he responsible for anything that occasioned those 
complaints?—A. Well, nothing that I know of, sir, offhand; I do not know 
of anything. 

Q. Was it his operations that resulted in those complaints; it must have 
been?’—A. It must have been, yes. 

Mr. Factor: Might I suggest that we settle this point about getting some 
information in regard to the quality of tobacco? 


By Mr. Sommerville: 


Q. I think we can run it down very easily. You do get a record as the ° 
crop is growing from your field men of each man’s crop?—A. Yes. 

Q. You get a record of each man’s crop during the season, as it is growing, 
from your field men who are travelling the area?—A. Yes. 

Q. You have probably four or six field men who travel the area during 
the growing season?—A. Eight, is it not? 

@. And each man has his book and that book contains a record of the 
man’s crop, his acreages and averages, at least, of his crop from time to 
time?—A. Yes. 

Q@. And then when the crop is put in the kilns to cure, he visits those 
kilns several times for the grading process, does he not?—A. Yes. 

Q. He has a complete record, then, of how each crop is graded, as it is 
graded, and growing, and what its condition is with regard to cure?—A. Yes. 
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Q. Before you start out to buy you know the grade of that crop, do you 
not; is not that right?—A. I think that is substantially right. 

Mr. Iusuey: I think Mr. Buell wants to qualify that a little. 

Mr. Buewu: I did not get that. 


By Mr. Sommerville: 
Q. Before you start to buy your crops, from the books of the buyers, you 
know the conditions of the grade, generally, of each crop?—A. We have some 
idea of it, yes, sir. We have as good an idea as we can get. 


Q. You do not get a better idea by driving in on the day, and offering ' 


him a price?—A. No. 


Q. So that you have the best idea that it is possible for you to get as to 


the condition of the crop?—A. Surely. 

Q. Before you go to buy it?—A. Surely. 

Q. Do you not put the price that you are willing to pay, or that your buyer 
is to pay for that crop on his book?—A. Sometimes we do. 

Q. Where are these books for 1931, because I am told the price that he 
was authorized to pay he did not pay?—A. I do not know, sir, if they are down 
in Delhi. 

Q. Well,— A. Mr. Buell can tell you, he is the manager there. 

Mr. Lea: I think you will find them there, sir. 

Q. Perhaps you will be good enough to produce- those books?—A. Yes. 


By Mr. Factor: 


Q. When your buyer has completed a purchase, do you not keep a record 
of the details of the purchase, showing the quality and the price paid in your 
head office? 

Mr. Lea: Not on the individual crop, no. 

Q. You have, of the total purchased?—A. Yes. We have graded— 

Q. You have that in your head office? 


Mr. SomMeErvVILLE: Let Mr. Miller give the answer. 


By Mr. Factor: 


Q. When you purchase a crop from an individual farmer, somebody keeps 
a record of the quality of the crop and the price paid for it?—A. Not indi- 
vidually, we do not. Just as we tried to explain, we do not keep a record of 
the result attained from an individual purchase from a farmer. 


By Mr. Sommerville: 

Q. I will follow this through for you, Mr. Factor. When the buyer comes 
out with his book, and has a record of that crop, and buys that crop, he marks 
on the book that he has purchased it at a price, does he not?—A. He makes 
a contract. 

Q. Well then, what entry does he make in his book, his crop book?—A. 
Nothing special; no special entry. 

Q. Then, the contract, coupled with the entries in the buyers’ crop book, 
will give you the growing grade of that buyer, as he saw the crop, just as it 
was before he got it?—A. Estimated, yes. 

Q. His estimate of the grade?—A. Yes. 

Q. We shall be very glad to get that in that way.—A. May I interrupt a 
moment, because if Mr. Stevens wants us to do anything over the ’phone, as 
he referred to, we will be glad to do it. 


The CHAIRMAN: Will you have one of your staff make a note of what we 
have been looking for here. For instance, these crop books will give us, I 


think, the information; but if, instead of this statement showing the average 
price, you would show in each of those dates on the statement, how much the 
quantity of tobacco was, and the price actually paid for it—I do not mean to 
say every individual purchase, but suppose there were a million pounds bought 
at 30 cents, and a million and a half bought at some other figure, I should like 
you to give us what that figure was.- 

The Witness: I want to understand you. You mean, separate by price 
how much we bought at 30 cents, and how much at 29 cents, and how much 
at 294 cents, and so forth? 

Mr. Factor: How you arrived at the average. 

Mr. Kennepy (Winnipeg): Permit me to make a suggestion. Would it not 
be a good idea for Mr. Miller and yourself, Mr. Chairman, to confer before 
he starts to get this information, and then he would know just what you want, 
and he could have it for the next session. 

Mr. SommervittE: I think we quite understand it now. If there is any 
doubt in Mr. Miller’s mind, he can let us know. 

The Witness: I thought that was what you wanted. We spent all night 
trying to get that over the telephone. 


By Mr. Senn: 


Q. You do not take delivery of the tobacco immediately the contract is 
made, I suppose?—-A. No, sir. 

) Q. After it comes into your warehouse, it is graded, I suppose?—A. Before 
it comes in; when it comes into our leaf handling plant. 

@. You have no information as to how the grades compare in your ware- 

house with the grading that was made by your buyer?—A. No, you see for one 
thing our buyers are grading, I take it, pretty well all crops; everybody’s is 
graded. Some we do not buy for various reasons. They sell it to somebody 
else. We do not demand a penalty, and so try to check up, if that is what you 
mean, on the buyers, as to whether they made a good estimate or not. 

Q. It is apparent you might pick up a higher grading than you are getting 
on your lower grades— —A. Yes, that is quite true. 

Q. You mean to say you have no information respecting the comparison of 
those grades by the buyer in your warehouse?—A. No. 
By Mr. Kennedy (Winnipeg): 

Q. Will you permit me to clear up this point. Reference is being made to 
buying on grades. Are there any specific standardized grades that are known 
to the tobacco trade, or is it merely that your buyer considers one of better 
value than another, and buys accordingly?—A. Yes, that is quite right, sir. 
What would suit one buyer or one manufacturer, would not probably suit an- 

~ other. 

Q. There are no specific grades?—A. No. 
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By Mr. Ilsley: 

Q. You said it was graded at the outset, when the purchase is made?—A. 
According to our own ideas, our own grades, and our own standards. 

Q. What are those grades; what do you call them? 

Mr. Epwarps: Different plants have different grades. 

Mr. KENNEDY (Winnipeg): I suppose you consider some grades better than 
others? 

The WITNESS: For our own purposes. 

Mr. Factor: In the Sutherland report, there is a copy of a contract which 
contains the following grades, A, B, C, D, E, F, and then numbers 9, 10, 11, 12, 
15, 19, and 20. 
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The Witness: That was put into effect in 1932. 
Mr. Factor: It will be found on page 36. 


By Mr. Ilsley: 


Q. You say you were willing to buy it during the whole season and pay 30 
cents for a certain grade of crop? Now, what grade of crop were you prepared 
to pay 30 cents for?—-A- The top. 

Q. What was the top grade?—A. Well, a very high colour, very good 
quality. That is a matter of judgment of the individual buyer, something that 
has been developed over a long period of time by buyers and leaf handlers. I 
might say tobacco buying really is an art in the sense that it is a question in the 
judgment of the tobacco men, the best known and most reputed tobacco men in 
the world wil] differ one with the other over a piece of tobacco, maybe. I do not 
know how far, but to a considerable amount on price and quality, as to what 
he thinks of it, compared with what the other fellow thinks. 

Q. The top grade is a matter of judgment?—A. That is all. 

Q. Is it not a crop that will yield a certain percentage of a certain definite 
gerade of tobacco?—-A. Every crop varies. 

Q. I know it varies; but I would imagine that when you are fixing 30 cents 
for a top grade crop you would mean a crop which would yield, say, 80 per 
cent—it might be 50 or 90—but 80 per cent of a certain quality of tobacco when 
it is finally graded out in your plant?—A. Yes. 

Q. You have pretty definite grades in your plant?—A. Yes. 

Q. Then you want to get a crop that will give you as large a percentage of 
the highest grade as possible, do you not?—-A. Yes. We have to have some 
lower grades too. 

Q. But that is the most valuable crop to you—if you were getting a crop 
that would give you 100 per cent of the highest grade known in your plant. 

Mr. SOMMERVILLE: No. That is not the way it is done. 


The Witness: No, we could not afford to do it on the basis of paying 30 
cents or any fixed top price; we have to have low grades and all kinds of grades 
to blend. If we make it out of tobacco which we call the best tobacco and tried 
to make it all out of that you would not like it; it would be very distasteful. 
ae to blend it with a lot of other grades—lower grades, medium and so 

orth. 
, nae IustEy: So the high grades are worth no more than the low grades 
then { 

The Wirness: Probably because of a scarcity or because of colour which 
comes into it to a large extent. 

Mr. SomMERVILLE: They all go into the same cigarettes? 

The Wirness: They are used for different purposes. 

Mr. Kennepy (Winnipeg): It is just on the same basis as you put soda in 
your whiskey, I suppose. 

The Cuarrman: Order. 

The Witness: Yes, sir. 


By Mr. Edwards: 


Q. Does not this enter into it? At page 26 you are recommending to the 
elit the different types of tobacco that you suggest they should grow?—A. 
es. 
_ Q. You say you recommend the growing of such tobaccos as “White Stem 
Orinocco, Gold Tip, Yellow Mammoth and Bonanza, which we advocate rather 
than the Warne and Gold Leaf varieties?—A. Yes, sir. 
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Q. Does not that enter into it very largely in deciding the quality of 
tobacco?—A. Fundamentally, yes, sir. In a broad way. But in each of these 
there are almost all grades. 


By Mr. Sommerville: 


Q. On your suggestion, as a matter of fact, the growers did change to 
Orinocco and Mammoth?—A. To a large extent. 

Q. And practically all the crop of 1932 was grown according to your sug- 
gestions and on your advice?—A. Yes, sir, except as to the quantity. 

@. And the harvesting was done at your request and suggestion in a 
different way, by priming rather than splitting the stock?—A. Yes, sir. 

Q. And, by the way, it was the 1932 crop which was grown at your sug- 
gestion, and these varieties turned out to be quite the best crop in quality tha 
had been produced?—A. Entirely too large. 

Q. The quantity may have been large, but the quality was an excellent 
quality?—A. Yes. 

Q. Then, we got away from the question of the buying practice in 1932. 
That seemed to create the trouble. We are dealing with Mr. Gregory now. 
You say he was in charge of the buying and he had been buying at too high a 
figure, and he was called up or called down about it; somebody telephoned him. 
Who was that?—A. Mr. Buell. 

Q. And the complaint was what?—A. That if—as I stated there, sir, if we 
were going to make our average price, as it was suggested, of something like 
24 cents for the entire crop he was paying entirely too much for the higher 
grades, and he would have to buy more medium and lower grades in order to 
come within that scope. 

Q. And as a result of that it passed into the hands of Mr. Lea rather than 
Mr. Gregory?—A. I do not think so, no. 

Q. Why was not Mr. Gregory brought down to Montreal for the conference 
and for instructions rather than Mr. Lea?—A. Because Mr. Buell preferred to 
talk to Mr. Lea. 


Mr. Lea: I live in Montreal. 


By Mr. Sommerville: 


Q. Mr. Lea had first joined your staff that year, 1931, had he not?—A. At 
the first of the year. 

Q. But this was the first buying operation in which Mr. Lea had taken part, 
in 1931?—A. Yes. 

Q. And is it not a fact that on the very first day of buying Mr. Lea, in 
company with one of the field men, did more than any other team in the whole 
buying organization that you had?—A. Yes. 

Q. So that he was the man who was most active in the buying at those 

prices?—A. Apparently, yes; in fact, under the direction of Mr. Gregory, though. 
: Q. Perhaps *we might have his purchases compared with the purchases 
made by others on that first day, and you could indicate in the report which 
you will make to us how much Mr. Lea purchased?—A. Yes; glad to do that. 
Q. Can you give us any further explanation as to why the November prices 

ran to 25, 23, 23, 25, 23-96 after getting down to 15 and 16 cents in October?—A. 
I believe one of the reasons, quite apart from the question of the value of the 
tobacco, was that Mr. Lea told me there were some of the bigger groups getting 
crops—for instance, the Lake Erie company—which had not been seen by us and 
Were buying at that time a better tobacco and better prices were given for it. 

I think you can get a verification of that. 

Q. In other words, from October 6, to the 21st, you had not made an offer 
on the good crops of the Erie Tobacco company?—A. Yes. 
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Q. You had not made any offer; you knew all about that? 
Mr. Lea: I did not. 


By Mr. Sommerville: 

Q. Your buyers did?—A. Yes. 

Q. Your buyers had the records of them?—A. Yes. 

Q. You did not make any offer on it at all?—A. Not to my knowledge. 

Q. Now, why did you stop on the 21st of October? Why did you not 
continue?—A. Well, the only excuse—the only reason I know is we were getting ° 
our requirements filled; we were taking it easier in buying. 

Q. Then, within two weeks you started out again, November 8, 9, 10, 11, 
12 and 13?—A. Well, sir, we found other tobaccos that interested us. | 

Q. Your requirements were not filled?—A. I did not say filled; they were 
being filled. We had got the major part. I think I said 66 per cent. 

Q. Mr. Miller, may I suggest this to you, that one of the easiest methods 
for one who controls a commodity to depress the market is to lay off the market 
for a couple of weeks? I think you will agree with that proposition?—A. That 
seems like it. 

Q. And if you did lay off the market the effect would be to create a 
depressed condition of mind on the part of the owners?—A. Not necessarily— 

Q. To make them more susceptible to selling at your figure?—A. I do 
not think that is a fair statement to us. 

Q. I am not suggesting now that that was your motive?—A. Oh. 

Q. That is the possibility, is it not?—A. Yes. 

Q. You have heard of that being done, have you not, in some markets?— 
A. Oh, yes. 

Mr. Kennepy (Winnipeg): When they came back in to buy didn’t they 
buy at a higher price? 

The Witness: Yes. 

Mr. SoMMERVILLE: I am going to ask in a short time what made it neces- 
sary to buy at a higher price? 

The Wirness: We found better tobaccos, broadly. I think we also got | 
an order from the Imperial Tobacco Company in Great Britain for some eight 
or nine hundred thousand pounds. ) 


By Mr. Sommerville: 

Q. When did you get that order, in 1931?—A. I could not intimate the 
exact date. 

Q. That is the 1932 order referred to in the Sutherland report.—A. I would 
not make that as a positive statement, if it came in at that time. 

Q. You haven’t got that date?—-A. I may be able to find it. We will look 
for it in our records. 

Q. At any rate, Mr. Lea when he came to Montreal got instructions to go 
back and see that the price was reduced to bring down the average?—A. As 
originally intended. 

Q. As originally intended. And after coming back those instructions were 
carried out the second week?—-A. Yes, to a degree. 

Q. You got down to an average?—A. Yes. 

Q. You got down to an average of 224 cents?—A. I don’t know what that 
average is for the first week. 

Q. I mean for the whole crop?—A. For the whole crop, yes; but that goes 
into January. 
¢ poe Taking the whole crop, you got it down to an average of what?— 

, 22°97, 
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Q. So that at the end of two weeks you must have been down to sub- 
stantially below that when you began paying, 22, 23, 23, 25, 27-50?—A. I do 
not understand your question. 

Q. At the end of the first week of buying— —A. The first two weeks of 
buying. 

; Q. By the 21st of October your average must have been substantially less 
_ than 22 cents?—-A. I do not think so, sir. 

Q. Because you will find that the next buying was at a higher price?— 
A. We will work that out and see; I could not say. It would look very like it 
would. The final average would be over 23, but we will compute it. 

Q. Now, Mr. Miller, perhaps you will tell me what these conferences wit 
| Mr. Harrison were about with respect to leaf—Mr. Harrison of the British 
_ American Tobacco Company?—A. Mr. Harrison is in charge of the leaf buy- 
| ing for the British American Tobacco Company for all over the world where 
| they buy for themselves, for the British American, and naturally, as he is 
_ experienced in world conditions and world prices and is also a good authority 
| on leaf tobacco, and Mr, Buell is in charge of our buying of leaf tobacco, Mr. 
| 
| 
) 


/ Buell likes to have the advantage of talking to Mr. Harrison about the manners 
_ of leaf. We have to buy American leaf—all kinds of grades of American leaf. 
my Mr. Harrison does not buy Canadian leaf?—A. Oh, no; but I say in 
general. 
Q. Why should Mr. Harrison be consulted about the purchases of Canadian 
_ leaf?—A. He was only consulted about the purchase of Canadian leaf along the 
lines I have suggested—only in relation to broad world markets for Empire 
leaf, and naturally discussed what are the prospects of the Canadian market 
and what are the prospects of Canadian prices and so forth—only in a very 
general way. : 
) Q. Had he been consulted in connection with the market for the purchases 
of 1930?—A. 1930? 
Q. Yes. 


Mr. Lea: Every crop is discussed with Mr. Harrison. 


By Mr. Sommerville: 


Q. Was the discussion of exactly the same character for the crop of 1930 
as for the crop of 1931, because the price is very very much larger?—A. It must 
have been along the same lines. We know of no peculiar difference. 

Q. At that time in 1930 did he have a hand in fixing what would be the 
price; in helping you to settle upon what would be the price paid by the 
Imperial for the crop of 1930?—A. Will you put your question again, sir. It 
is rather involved. 

Q. In 1930 did Mr. Harrison have a hand—- —A. 1930? 

@. 19307—A. He had a hand— 

Q. —in helping you to fix the price you would pay for the crop of 1930? 
—A. Only in as far as I have already expressed. 

Q. Why should he be consulted at all? You are using this Canadian 
tobacco entirely for domestic purposes; you do not export it; you do not export 
the manufactured product?—A. Very little. 

Q. Very little. It does not amount to anything. You were buying Canadian 
leaf for Canadian consumers and manufacturing it under Canadian conditions. 
Why should he be consulted about the price that the Canadian farmer should 
get for his tobacco?—A. He was not specifically consulted as to what price, 
only in a broad sort of way. 

Mr. Factor: Why should you discuss it even in a general way? 

The Witness: Why? 

Mr. Factor: Yes. 
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The Witnuss: As was brought out yesterday, the British American Tobacco 
Company have a big interest in our company, and if Mr. Harrison is recognized 
as an expert in leaf tobacco and if Mr. Buell can get the benefit in a general 
way of Mr. Harrison’s knowledge of world conditions and world markets and 
what not, it seems to me a perfectly logical thing to do. 


By Mr. Sommerville: 


Q. To manufacture Turret cigarettes you do not need to know world con- : 


ditions?—A. No, sir. 7 
Q. You are manufacturing some of them, some part of them out of Cana- 
dian leaf produced in Canada, manufactured in Canada and sold only in 


Canada. Now, why should he have a finger in fixing what the Canadian farmer — 


gets for his tobacco. 

Mr. Kennepy (Peace River): Is the price in the Canadian market related 
at all to the world price? 

Mr. SoMMERVILLE: Not at all. 

Mr. Iustey: Is the price of the leaf? 

The Wirness: Frankly, I do not know what you are driving at. 


By Mr. Edwards: 

Q. In reading over page 16, which sets out the duties on tobacco coming in 
from the United States to Canada, I was wondering if American tobacco and 
Canadian tobacco are competitive on the English market?—A. No, sir. 

Mr. SoMMERVILLE: No. There is 40 cents per pound preference on Cana- 
dian tobacco in the British market, so they are not competitive at all, and 
there is a 40 cent duty on American tobacco, coming into Canada and, there- 
fore, the Canadian leaf is fully protected. 

The CuarrmaNn: The point Mr. Sommerville has been stressing, Mr. Miller, 
is, without doubt, of great importance to the committee. Here we have a 
Canadian produced commodity largely consumed in Canada. We will not, for 
the moment, speak of the excess crop for the last year or two. We would like 
to know just why a very powerful influence in the United States should be 
consulted at all in regard to the prices to be fixed for Canadian tobacco. But 
there is another point, too, that should be kept in mind and that is that, 


apparently, prices are fixed not by competitive market conditions but are named, 


in this instance, by your company. 
The Witness: Yes. 


The Cuartrman: So that the committee, I think, is vitally interested in 
getting a full explanation of that point. 


The Wirness: Well, I would like to clear up one part of your statement, 
Mr. Stevens, to start with, to try to simplify matters. Are you making the 
point that there is somebody in America doing this? 

The CuHatrMan: It happens to be that way. 

The Witness: That is the way I understand your statement. 

The CuHatrmMan: It happens to be American. 

The Wirness: Well, Mr. Harrison’s headquarters are in London. I just 
wanted to get that clear. Mr. Harrison goes all over the world, and the British 
American Tobacco Company buy leaf tobacco. 


The CHatrMAN: But from the letter that is cited in Mr. Sutherland’s 
report, from your own evidence and other information, it is apparent that 


consultations do occur, and I think we are entitled to know just what the rela- - 
tion is between the American market and, if you like, the British Imperial — 


Tobacco Company’s part in it as well, and the Canadian. Because frankly, I 
do not see why you should be influenced by that at all? 


¥ 
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The Witness: Well, we are only influenced just in—if Mr. Harrison’s name 
had not in some way been brought out in this thing, and you referred to some 
letters,— 


The CHAIRMAN: Well, it is in the evidence anyway. 
Mr. SomMERVILLE: It is in Mr. Sutherland’s report. 


The Wrrness: Yes. As I recall it, there were several rather, I think, ugly 
inferences there. 


The CuarrMAN: There is no ugly inference in it at all. 


By Mr. Sommerville: 


Q. May I put it this way: The Canadian producers are producing Canadian 
leaf for your requirements?—A. Yes. 

Q. And for their protection this government puts a duty of 40 cents a 
pound on leaf coming into Canada?—A. Yes. 

Q. And you could pay up to 40 cents a pound for that leaf before you begin 
to compete with American Tobacco?—A. That is right,—quality for quality. 

Q. Quality for quality, I will agree with you there?—A. Yes. 

Q. Why in the name of conscience do you have to consult somebody in the 
United States as to what you are going to pay the Canadian farmer for his 
leaf?—A. We don’t. I made that statement. 

Q. Why these conferences, then, about what you are going to pay, or 
how much you are going to buy, or what you are going to do with the Canadian 
producer?—A. Well, may I put it this way— 


Mr. Factor: Just a minute. 
The CHAIRMAN: Wait now, let Mr. Miller answer the question. 
The Witness: May I try to illustrate? 


By Mr. Sommerville: 


Q. Yes, anyway you like. It is information we want?—A. If you were a 
large stockholder, in, we will say, a bakery,—any business—but you are not 
operating it, or were operating something else, would you not like to consult 
with those people as much as you could about the business, and particularly 
if you had any knowledge, or peculiar knowledge of any branch of that industry. 

And if you did have that peculiar knowledge of any branch of the industry, 
would you not discuss matters with them? 

Q. Yes, perfectly naturally?—A. That is the only point. 

Q. But you have already stated that Mr. Harrison does not know the first 
thing about Canadian leaf. He never bought a pound of it?—A. I didn’t 
say he didn’t know anything about it. 

Q. Well, does he?—A. I don’t know. He must know something about it, 
the quality or something. 

Q. Does he buy it?—A. No, he has never bought any. 

Q. Does he deal in it?—A. No. 


By Mr. Factor: 


Q. You don’t expect this committee to believe that when your Mr. Buell 
talked to Mr. Harrison, the price of Canadian leaf was not discussed, do you?— 
A. No, not at all. 

Q. You did discuss that with Mr. Harrison?—A. I dare say. 

Q. Why should Mr. Harrison be consulted as to the price paid for Canadian 
leaf?—A. It is just as I stated. I am free to confess that I don’t know what 
you are driving at. 
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By Mr. Sommerville: 

Q. Mr. Miller, there are 1,500 growers out there sweating day and night?— 
A. Yes. 

Q. To try and grow that crop, and they are asking that same question, 
and they are asking it of you through this committee. It is up to you to tell 
us, if you can?—A. I have told you to the best of my ability. 

Q. All right, then?—A. Just a second, till I see if there is anything else 
to add. Mr. Buell just reminds me that we have been trying to build up 
an export market for this Canadian tobacco, to use our influence. We have been 
criticized for it. Mr. Harrison, having headquarters in London, has a contract 
with the Imperial Tobacco Company, and we wanted to find out about general 
market conditions; in that way he had that contact, and we felt we could 
build up a business there. I don’t mean that is the only reason, but that is 
among the reasons for discussing it. 

Mr. Iustry: This does not convince me at all. Would you follow that up, 
Mr. Sommerville? 

Mr. SomMERVILLE: I don’t think you can get any farther. 

Mr. Iustry: I think, Mr. Chairman, that I ought to say his answers were 
unsatisfactory, as an explanation. Speaking as a member of this committee, 
I want to say if he has not any better explanation than that, he has not any 
explanation. 

The Witness: Well, the point at issue as I understand it—I would like to 
be honest about it. I am not holding back anything. 

Wits Iecuey: INO. mus 

The Witness: Does the committee want to know why we discussed—why 
Mr. Buell or any of us ever discussed the question of Canadian tobacco, price, 
quality or anything about it? 

Mr. Instey: How much you should pay. Why are you discussing that, 
first? That ought to be an easy question to answer. ‘There are several 
explanations that occur to me—they may all be wrong—but you won’t give any. 

The Wirness: Well, let me get you down—let me understand, if I may. 
I am honestly trying to find out. 


By Mr. Factor: 


Q. You understand our question. We have questioned you for half an hour 
on the same point. Just give us an answer—A. I have made the statement 
that Mr. Harrison does not dominate or name the prices that we will pay 
for tobacco. 


By Mr. Ilsley: 


Q. That is true; I know that. But you confer with him about it?—A. Well, 
we don’t have to confer with him about it, and we don’t feel that we have to 
confer with him about it. 

@. But you do, every year?—A. Well, if it happened to be; if Mr. Harrison 
was over here, in the United States, or happened to be down. Mr. Buell has 
to go down to the States to buy Virginia tobaco, and naturally sees Mr. Harrison 
and talks to him about it. But there is no reason. We would not hold off 
buying, or naming our prices or anything else. It has not got anything to do 
with the prices that we name. 


By Mr. Sommerville: 


__ Q. But your statement read to us a few minutes ago was that a discussion 
did take place, and Mr. Harrison did feel that the prices were higher than they 
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should be, the prices paid by you?—A. Yes, previously. 

Q. May I suggest to you then, looking at page 11 of your brief, that the 
price in the United States in 1929 was 18 cents, and it was 29 cents in Canada? 
—A. From that 18 cents, to make it comparable,-we have deducted 13 cents, 
and there is at least another three-quarters of a cent to be deducted. 

Q. I don’t care about the per cent. It is the ratio I am after.—A. Oh, all 

right. 
) The CuHarrMANn: Take the last column. 


By Mr. Sommerville: 


Q. If you want to, take the last column. In the United States it was 16:5 
per cent for that year. 


The CHAIRMAN: Cents. 


By Mr. Sommerville: 


. 164 cents per pound?—A. Yes. 

The average?—A. Yes. 

And in Canada it was 29 cents?—A. Yes. 

. In 1930, it was 32 cents in Canada?—A. Yes. 

And it was down to 10 cents in the United States?—A. Yes. 

A drop of 60 per cent?—A. In the United States. 

In the United States?—A. Yes. 

. Brought about by the buyers?—A. Well, I don’t know. I am not familiar 
with that. 

Q. Who else would bring it about?—A. Well, I presume so; over-production 
or what not. 

Q. Of which the British American is a very large buyer?—A. Yes. 

Q. Of which Mr. Harrison is a very large buyer?—A. Yes. 

Q. In the next year, 1931, it was driven down to 7 cents?—A. Yes. 

Q. In other words, in two years it had dropped from 16% cents to 7 cents 
in the United States?—A. Yes. 

Q. And Mr. Harrison was in charge of the leaf buying there?—A. For the 
British American. 

Q. For the British American?—A. Yes. 

Q. Their market opens earlier than the Canadian market?—A. There are 

_ various dates. 

Q. But it is generally earlier? —A. Yes. 

Q. So that, having established a 7-cent price in the United States, Mr. 
Harrison was interested in seeing your Canadian price driven down, I suppose? 
—A. Not any more so than in line with the previous conversations, sir. 

Q. In line with what conversations?—A. Well, I mean what I mentioned in 

- my memorandum; and as I said before, they had various conversations over a 
period of time, and it was generally thought this previous year’s prices were 
too high. 

Q. But with 40 cents a pound duty, what right had anybody to try and 
break down the farmer’s price? There was that duty set for protection to 
him?—A. Well, that is a pretty big question which I have endeavoured to 
answer in my brief, which you have not allowed me to read, sir. 

Q. At any rate, that was the price in the United States at the time these 
conferences took place, or in the year 1931?—A. Well, yes, I suppose so. 

Q. Just while we are discussing it, you were saying that the British American 
did have a large interest in the Imperial Tobacco Company. They have a 
large interest in the Imperial Tobacco Company of Canada?—A. Yes. 
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4 
Q. Just while I have it before me, I will get that interest on the record? | 


=A » aes. 


Q. The British American Tobacco Company owned 275,080 preferred shares 7 


in your company?—A. All right. 

Q. And 4,091,418 ordinary shares?—A. As per the record. I have no 
recollection. 

Q. Yes, 4,091,418 shares out of a total of 9,451,032 ordinary shares?— 
A. All right, sir. I will take it at that. 

Q. I am reading your statement?—A. Yes, sir. 

Q. If it is not correct, I want to know?—A. Well, it is all right. 

Q. While I have the record before me, I observe that in addition to that 
holding, there is a holding of 1,363,806 shares by the Tobacco Securities Trust 
Company of London, England?—A. Yes. 

Q. Do they represent the British American Tobacco Company or the 
Imperial Tobacco Company of Great Britain and Ireland?—A. I have no inti- 
mate knowledge of who the Tobacco Securities Company are, exactly. 


Q. But at any rate, those two blocks of stock would very largely control | 


the voting of the company?—A. Yes. 
By Mr. Kennedy (Winnipeg): 


Q. Mr. Miller, what influence, if any, has the price paid in Canada for the © | 
Canadian crop upon the price that would be paid in the United States for the _ 


American crop, or vice versa?—A. No direct bearing at all. 
Q. Well, indirectly then?—A. Well, nothing. JI would not say there was 
any bearing, no bearing at all. : 


By the Chairman: 
Q. There ought not to be?—A. No. 


By Mr. Young: 


Q. What are the factors that decide in your mind what price you will 
pay? Do you look at the British market or look at the domestic market, or 
what factors come into the problem when you are making up your mind as 
to what price you are going to pay for tobacco in any given year?—A. What 
factors enter into it? 

Q. Yes.—A. Well, the quantity of tobacco we might have on hand, the 
quantity of tobacco that is grown in the crop, the type of the crop. In regard 
to the price, as I have tried to indicate, and tried to put in our brief, we felt 
that this price previously paid, for any development of an export business to 
compete with, largely, Empire tobaccos, was entirely out of line. 


By the Chawman: | 


Q. On that point, how do you justify that statement that the price of the 
previous year was out of line, in view of the protection given in the British 
market to empire tobaccos?—-A. Well, by the prices, as far as we know, that 
other empire tobaccos were being sold at. 

Q. But they are not competitive with other empire tobaccos, as I under- 
stand it, are they?—A. Yes. 


Mr. SOMMERVILLE: In Canada. 

The Witness: No, in England, you mean? 

The CHAIRMAN: In England. 

The Witness: That is what you meant, is it not? 
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By the Charman: 

| Q. Are not our tobaccos, our flue-cured Virginia leaf, competitive chiefly 
with the American flue-cured Virginia leaf, which pays 40 cents a pound duty 

to enter the British market?—A. No, there are a lot of other empire-grown 

 tobaccos that get the same preference in the British market. 

| Q. I know they get the same preference?—A. And they are competitive, 

_ too. 

Q. But on type?—A. On type, yes. 

Q. Our tobacco is chiefly competitive with the Virginia leaf?—A. In the 
British market? 

Q. Yes—A. No, I would say—well, of course it has the advantage of 
the preference, but I mean there is very definite competition in the British 
market with Canadian leaf by other empire-grown, flue-cured tobaccos; very 
definitely, sir, from all the information and belief that we have got, and we 
have indicated that or tried to. 


By Mr. Young: 
Q. Can you tell us what price our tobacco was selling for in the British 
market in 1931?—A. No, I don’t think we have got it. Our tobacco? 
Q. Yes, our flue-cured tobacco?—A. We have government statistics, yes. 
Mr. SoMMERVILLE: We will get some information upon the question. 


By Mr. Senn: 

Q. Just one more question before Mr. Young leaves that matter of the 
influences in price fixing of tobacco. Do you take into account the cost of pro- 
duction at all?—A. We have regard for that, naturally. 

Q. Are you convinced that the average price paid this year is comparable 
with the cost of production?—A. Yes, we firmly believe so. 

Mr. SoMMERVILLE: We are going to deal with that. 

Mr. Youne: Mr. Miller was going to answer my question about the price 
in Great Britain. 

The Witness: At page 13, you will find a table of prices. Those are given 
out by government authority in England. 

Mr. SoMMERVILLE: Those are not the same grades. 

The CHarrMAN: Taking Mr. Miller’s own statement, he says that there are 
other empire products in competition with ours. Your South African tobacco 
brought a price of 17-8 in 1927; Canada brought a price of 25-2, which was 
higher by five cents, seven cents and eight cents than any of them. 

The Witness: What year? 

The CHAIRMAN: 1927. It is in your own brief. 

The WITNESS: Yes. 


By the Chawman: 

Q. In 1932, South Africa got 14:97—A. Yes. 

Q. And Canada got 12; and in 1932 a finer type of tobacco came from 
Canada than she ever produced in her history?—A. South Africa was 14:9, and 
Canada was 12, yes, sir. 

Q. That makes a difference of 12 cents in Canada, whereas it is only 3 cents 
difference in South Africa?—A. If you take it at that; look at the previous year. 

Q. This is the thing that is worrying me: That followed your arbitrary 
cut in 1931, from 32 cents in 1930, down to 22 cents in 1931?—A. Yes. 

The CHAIRMAN: There is a sequence of events here which, in my opinion, 
from the evidence we have heard and from the evidence you have given, seem to 
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indicate a control over the prices to the grower other than ordinary mercantile 
factors. I must say it is an appalling thing to me, and there is no explanation 
forthcoming. It is difficult for members of this committee to ask you technical 
questions and all that, but there are these stubborn facts. Take this fact, Mr. 
Miller. Explain this to me: In the United States, where Mr. Harrison is one 
of the dominating factors, the price of tobacco fell from 10 cents to 7 cents from | 
1930 to 1931; and in that same year, Mr. Lea comes into Canada from the | 
United States to your company, from Mr. Harrison, and there is a drop from — 
32 cents to 20 cents. Now, there is a significant, and I was almost going to use — 
the word “sinister” synchronization of facts there that ought to be explained. ° 
Mr. Miller we are not getting the explanation. | 

Mr. SOMMERVILLE: That is the crux of the whole situation. ) 

The CHairRMAN: Don’t forget this, Mr. Miller. I have emphasized this. I~ 
told you yesterday that I thought you were being frank with us, and I think you 
were yesterday. I told you yesterday, and I can’t express this too strongly, we 
have heard in this evidence from growers of tobacco in Canada, statements that 
challenge parliament. 7 


The WITNEss: Yes. 
The CHAIRMAN: And parliament stands challenged. 
The Witness: Yes. 


By the Chairman: 


Q. But Parliament stands challenged to justify the treatment the growers — 
got, and the man sits beside you who apparently, according to the evidence we 
have, came in from the States after his association with Mr. Harrison; and, by 
the way, it would be advisable for you to read what Mr. Roosevelt’s government 
thought of the prices Mr. Harrison and his confreres fixed down there. I tell 
you that there is a situation that has got to be cleared up?—A. Is it fair, Mr. 
Stevens, if I may ask; if you have had time to read our brief. 

Q. I saw it published in the press, by the way; I saw it published in the 
press with answers to questions I was supposed to have given that I never gave 
at all; so that brief was published in the press. 

Mr. Miller, I have gone through your brief, not every bit of it, but I have 
gone through it partly. Your brief does not answer the vital points. That is 
the difficulty with the brief?—A. I see. 

Q. And that is the difficulty with our examination of you this morning, 
vital points that concern us are not answered?—A. Can we be allowed to try to 
prepare a statement or try to see if we can put it down in some clear way. If 
you have any feeling that I am holding back anything, sir, I wish you would 
get that out of your mind. It may be that there may be something that I have 
no knowledge of. I am not trying to hold back anything from you, sir. 

Q. I think you are confronted with a very serious difficulty. I can appre- 
hend it. I think if you answer our questions frankly and to the point the 
answer must undoubtedly cast reflections on the actions of some of your own 
staff and your own policy. That is the difficulty you are confronted with, and 
you cannot have it both ways, Mr. Miller. I think if you will answer the 
questions as they merit an answer you will find there will be some reflection 
cast upon your own staff. That is the way it appears to me from the evidence 
that we have had from other people; we have had other evidence, you know? 
—A. Yes, I know. 

Q. I do not disbelieve these men. The men who gave us evidence during 
the last week or so gave us their evidence very frankly, and they impressed 
the Committee I think very favourably; and there are facts stated there, facts 
in the Sutherland Report and in your own brief, which present a situation 


7 
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which mu-t be cleared up, as I have said. And I think the questions which Mr. 
Factor, Mr. Isley, Mr. Sommerville and members of the Committee have 
asked you ought to be, and must be, answered?—A. All right, sir; we will 
certainly endeavour to do it to the best of our ability. 


By Mr. Kennedy (Winnipeg) : 


Q. Having in mind, Mr. Miller, that the Canadian crop purchased by your 
company and used for domestic purposes has not to meet competition from out- 
side—?—A. In Canada, no sir. 

Q. Having that in mind, where you pay in one year a much lower average 
price for your crop than you did in another year, is that lower price to the 
producer reflected in a lower price in your manufactured product to the con- 
sumer?—A. To the consumer; over a period of time it is sir. I think we have 
submitted that. 

Q. It is?—A. It is, yes sir; it has been reflected. 

Q. Or has the general price, the Canadian price for cigarettes been pretty 
well maintained?—A. Of course, we cannot change the retail price several times 
a year, but there has been a downward trend, sir; there was a statement about 
that on page 465. 

Mr. SomMERVILLE: Before we get into that— 


The CuarrMAN: We are going to get all that side of the question, Mr. 
Kennedy. 


By Mr. Sommerville: 


Q. Mr. Miller, you have referred to the fact that this Canadian tobacco must 
compete with other Empire tobaccos on the British market, and that there is 
therefore a condition which dominates the price here?—A. It has a big influence 
on the price. 

Q. I am going to ask, if you will just step aside for a moment, Professor 
Leitch to take the stand?—A. Yes, sir. 


The Witness retired. 


Mr. ArcHipaLD LetrcH, called and sworn. 


By Mr. Sommerville: 


Q. Professor Leitch, you have exported a great deal of Canadian tobacco to 
the British market?—-A. A considerable quantity, yes. 

Q. In the years 1931, 1932, and 1933?—-A. Rather the crops of 1980, 1931 
and 1932. 

Q. And you are familiar with the conditions over there, you have been over 
there lately?—A. Quite frequently in the last four years, yes. 

Q. And have just returned quite recently from that particular market? 
—A. Yes. 

Q. Will you tell us what is the position of Canadian leaf on the British 
market; does it command a premium over other Empire-grown leaf on that 
market?—A. Yes, up to and including the crop year of 1932, that is as much 
of the business with the Old Country as has been settled, and it has just been 
settled, and the 1933 business has not started yet in any volume for various 
reasons; but up until and incluuding the three crops grown in Canada, the 
four operations between 1930 and 1932, particularly the last two years, Cana- 
dian tobacco did consistently receive in nearly all instances of sales a con- 
sistent premium above flue-cured tobaccos from any other source in the Empire. 


By Mr. Young: 


Q. How much of a premium was it?—A. It depended on the volume, it 
was very high in the 1930 and 1931 crop; it was less in our tobacco arising out 
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of the 1932 crop. I am speaking solely of sterling price, not the Canadian 7 


price, as the exchange question comes in. 


By Mr. Sommerville: 


Q. We have to speak in a common language, therefore we speak in terms — 


of sterling exchange?—-A. I might cite an instance in connection with the 
1930 crop, which was not a good crop as compared with 1932; it happened that 
I was in Belfast settling up for my 1930 business in February of 1931, and 
it happened at the same time that quite a large buyer in Southern Rhodesia 
tobacco, which is the chief source of Empire flue-cured tobacco other than 
Canada, was there at that time; I settled with Gallagher’s for 2 shillings a 
pound for the Canadian tobacco; it happened at the same time that the dealer 
had a small deal in Rhodesian tobacco—not the same year’s crop, because they 
grow in our winter, but fairly comparable—and he settled on the basis of a 
shilling and a penny a pound for tobacco that grade for grade looked infinitely 
superior on the basis of colour to our tobacco, also on general quality, but our 
tobaccos had a flavour more near the American type of tobacco than the 
Rhodesian had; and therefore it has more possibilities of use, and it has demon- 
strated greater possibilities when used as a substitute for American in manu- 
facturing brands in which they cannot use Rhodesians to the same extent. And 
while over there with one of the chief officials of the tobacco division on behalf 
of Canadian growers made an intensive study last summer, last June and July, 
and in the course of this we interviewed manufacturers large and small as to 
their experience with Canadian tobacco. I am speaking of those who had 
already had experience—and they without exception, or with the exception of 
the Imperial of Great Britain with whose buyer I was not fortunate to meet at 
that time because of his absence, with the exception of the Imperial of Great 
Britain, every manufacturer who had had experience with Canadian tobacco 
said that Canadian tobacco on the basis of its greater similarity to American 
than any other Empire growth would always command a consistent premium 
above that of Rhodesia, or any other than non-Empire sources. Now, the 
question as to the premium they could get, in any one year, of course, might 
be influenced by conditions especially relating to the supply of Canadian 
tobacco. If the supply is too large at any one time, or if any one year’s growth 
is too large to meet requirements of those who have had experience in substituting 
American with Canadian, the surplus has to be sold to manufacturers who have 
not uses of that kind; then the fragment over that keenly demanded amount 
must naturally be sold to others. 

Q. But the premium does exist?—-A. Yes, absolutely; on the intrinsic merit 
of tobacco, as explained. 

Mr. Hears: Can you give us any idea about production costs? 

The CHatrMAN: We have examined this witness before. I just wanted 
to call him for this special point, because he has knowledge of and acquaintance 
with it of recent date. 

Mr. Iustey: Did this gentleman give evidence before? 

Mr. SomMeErRvVILLE: Yes, Mr. Leitch gave his evidence. 


By Mr. Young: 

Q. When you export your tobacco to the Old Country and sell a portion 
of it at home here, can you tell us the difference in the price you receive?— 
A. With the exception of 1930 we have received—I am speaking of equal 
quality now, that is grade for grade and quality for quality, assuming it to 
be equal, since 1930, we got a little more for it in 1930, but since then we have 
got less for what we exported to England and sold there; we got less for what 
we sold in England since then. 


Q. Less than what you sold it at here?—A. Yes. 
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By Mr. Sommerville: 
Q. But exchange was a factor?—A. Exchange was a very serious factor. 


By Mr. Senn: 


Q. Is there any publicity campaign, or anything of that nature, being 
carried on in regard to cigarettes or Canadian tobacco in the British Isles?—A. 
Not any consciously devised plan. It happens that the control over the sale 
of tobacco concentrates in very few hands. You have to influence a few dozen 
manufacturers. The consumer does not come in to it. 

Q. Have you tried to organize patrons or specialize?—A. It has been done 
more or less personally by the trade commissioners over there and by people 
in the business, like the Canadian Leaf Tobacco Company in the business of 
exporting in a business way, and large growers like myself. 

Q. What effect has that had?—A. If we can gauge it by the increase in 
the business relatively taking a whole average of four years—. 

Q. You do not understand; my question is as to whether something should 
be done along that line?—A. I am not prepared to suggest anything further. 
I think everybody, the Trade Commissioners and the agricultural representa- 
tives in the High Commissioner’s office and the High Commissioner himself and 
the growers themselves are doing all that is within our capacity to know how 
to do. We might do a lot better. 


By Mr. Kennedy (Winnipeg): 


Q. If competition is controlled, advertising would not do much good, would 
it?—A. You mean, consumer advertising. 

Q. If the competition is controlled your advertising would not help very 
much. Put it this way; if there is a ring that fixes prices, and is sufficiently 
powerful to fix prices, then the matter of advertising your product won’t help 
very much. 


The CuairMan: It might stimulate consumption. 


The Witness: Personally I have no great confidence in advertising directly 
to the British consumer, I am speaking now on the basis of its effect on the 
trade, and I say that for many reasons; in other words, if we are going to get 
the widest possible distribution of our products, it must be as a substitute for 
American in already established brands of pipe and American tobacco. 


Mr. SomMERVILLE: Directed to those who will make the substitution. Thank 
you very much Mr. Leitch, we appreciate very much your giving us this 
information. 


By Mr. Ilsley: 
Q. I presume the price here is determined by the price in England; is 
that a governing factor?—A. No, it is not a governing factor. 


By Mr. Young: 


Q. Is it a factor?—A. Necessarily. 
Q. Is it a large factor?—A. It is becoming a more important factor, I will 
say that. 


By Mr. Ilsley: 


Q. Do I understand that the Imperial Tobacco Company can pay Just 
what they like to people in Canada, that there are no determining factors ?— 
A. No, there are many factors that must be taken into consideration in 
determining the price. 


7 


Q. Suppose they offered 10 cents instead of 20 cents; would people have to 
take that?—A. I would not; I might eventually take 5 cents, but first I would 
try to improve the situation. 

Q. But the growers as a whole, would not they be obliged to take it?—A 
Up to this last year there was no really definite organization among the 
growers. 
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By Mr. Sommerville: 

Q. Up to 1930 there was no organization for curing and packing the 
producers product by the producer; the producers did not grade their tobacco, 
they sold it in the barn?—A. Yes. . 

Q. And the producers did not grade it in such a way that they could ship 
it to the English market?—A. That was not actually brought into effect until 
1933; prior to that time that did not need to be used, because of price or other 
reasons that came in. 

Q. There was an attempt made in 1932?—A. Yes. 

Q. But it was not done until 1933?—A. No. 

Q. But up to that time the buyer was the man who did the grading, and 
if he wanted to export he exported the grades that were required in the English 
market?—A. One class of buyers did, the speculative leaf merchants like the 
Canadian Leaf Tobacco Company. 

The CuarrMan: Haven't we got all that, Mr. Sommerville? 

Mr. SoMMERVILLE: I think we have. 

The CuarrMan: Thank you, Mr. Leitch. 


The Witness was discharged. 


Mr. Gray Minter, recalled. 


By Mr. Sommerville: 


Q. Referring to your statement: the first factor you take into consideration 
in arriving at the price you pay the producer is the quantity that you have on 
hand?—A. That is one of the factors. 

Q. And will you please tell us what quantity of flue-cured tobacco you have 
in stock in Canada at the present time?—A. I gave you a statement of it, sir, 
in your letter yesterday. 

Q. I wish you would just refer to it. Here it is. On March 31, 1934, you 
had these quantities of leaf on hand: you had first of all your domestic leaf 
Ontario grown, flue-cured, 24,069,887 pounds?—A. Yes. 

Q. Ontario grown burley 20,422,460 pounds?—A. Yes. 

@. And Quebec-grown cigar leaf 2,830,791 pounds?—A. Yes. 

@. And Quebec-grown smoking leaf, 855,411 pounds?—A. Yes. 

Q. And of imported leaf you had Eastern North Carolina and South Caro- 
lina 7,997,863 pounds?—A. Yes. | 

Q. Middle and Old Belt 4,579,108 pounds; Maryland Perique, Latika and 
miscellaneous 535,529; Turkish Leaf 461,745; imported wrapper, binder and 
filler leaf for cigars 839,241 pounds?—A. Yes. 

Q. That is a total of imported leaf of 14,413,486 pounds?—A. Yes. 


Mr. SENN: Would not it be well to set over against that the requirements? 
Mr. SOMMERVILLE: I am going to get that. 


By Mr. Sommerville: 
@. When you buy your leaf, Mr. Miller, you mature it for a period of vears, 
do you not?—A. Yes. 


@. And it takes, I understand, an average of about two years?—A. Two to 
three years. 
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Q. But, on the average?—A. Two years. 

Q. Two years, or 18 months?—A. It would be two years. 

Q. So that the crop for 1932 would be the crop which would mature in 1934 
and be ready for use; is that about right?—A. The latter part of 1934. 

Q. Approximately?—A. Approximately, yes. 

Q. And that crop that you bought in 1932 amounted to 14,560,800 pounds, 
less 3,500,000 pounds that you exported to the Imperial Tobacco Company of 
Great Britain?—A. Yes. 

Q. So that what you bought for your own requirements would then be 
11,000,000 pounds of the Ontario flue-cured crop for 1932?—A. Yes. 

Q. Could you tell us how this 24,000,000 pounds of Ontario grown flue-cured 
tobacco is broken up, how much you have got of 1931, how much of 1932, and 
how much of 1933? You will have your figures?7—A. We have not got them, 
sir. It is quite a job to work it out. 

Q. Then that also includes some of the quantities that may be on hand of 
lower grades of these crops?—-A. Yes. 

Q. Well, have you got them graded in your records?—A. Yes, sir. 

Q. Well, would you be good enough to give us the quantities each year in 
the grades?—A. That is, the quantity of each grade by years. 

Q. By years?—A. Productions? 

Q. Yes, that is it, and so also with your burley?—A. Yes, Canada flue- 
cured and burley only? 

Q. Oh yes, I am not interested in the others to the same extent. And the 
same with reference to your Quebec leaf?—A. All the domestic leaf? 

Q. All of the domestic leaf, yes. Now, what amount of domestic leaf did 
you use in the years 1932 and 1933? Mr. Miller, you could give us the total 
approximately, and then give us separately a detailed statement showing the 
grades used?—A. Well, for what years did you ask, sir? 

Q. Say for 1931, 1932 and 1933, if you have it?—A. This happens to be for 
the government fiscal year ending March 31, 1931. 

Q. This is flue-cured?—A. Yes, sir, flue-cured. Roughly 5,700,000 po:mds; 
and next year 5,700,000 pounds; the next year 6,500,000 pounds; and the next 
year 7,300,000 pounds. 


By Mr. Senn: 


Q. Do I understand from that, that the percentage of domestic tobacco used 
is getting larger in comparison with foreign leaf?—A. Yes, sir. Also volume. 
But the percentage is being increased, sir, in fact, as fast as we feel that it 
is safe to do it with the crops that we have that are matured. 


By Mr, Sommerville: 


Q. You will file then the statement of how the grades are broken up?— 
A. On hand? 

Q. On hand; and the consumption by grades. Do you consume it by 
erades?—A. It can be had, sir. 

Q. If it is not a matter of your regular record I will not insist on it?— 
A. I will try to give it to you, sir, for what it is worth. 

Q. Now, I want to ask you this further question: When the price to the 
producer was reduced from an average of 32 cents in the year 1930 to an 
average of 16 cents or 17 cents in the year 1932, how much did you reduce the 
price of cigarettes to the consumer?—A. The price of cigarettes to the con- 
sumer? 


The CHAIRMAN: Take some typical brand. 
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By Mr. Sommerville: 

Q. Give me a typical brand, Turretts, for instance A. Page 48. ; 

Q. That deals with the whole product?—A. Well, so far as any reduction 
in cigarettes is concerned, that is, in Turretts itself? . 

Q. Yes.—A. Well, there has been no decrease in price eats of any 
change in the price of tobacco, but there are a lot of governing factors in the 
situation. 

Q. And does that also apply generally to the various brands of cigarettes, 
that same answer?—A. You mean throughout Canada? 

@. Yes?—A. Yes, sir. 

Q. Then the price paid for tobacco, if it is not passed on to the consumer 
reflects itself in a higher profit to the manufacturer?—A. Of necessity, yes. 

Mr. SoMMERVILLE: I will leave it at that point. 

The CuHarrMAN: We will adjourn to meet at eleven o‘clock on Tuesday. 

Mr. Facror: Continuing with Mr. Miller? 

The CHAIRMAN: Yes. 


The committee adjourned at 1 p.m. to meet again on Tuesday, May 8, 1934, 
at 11 a.m. 
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House or Commons, Room 368, 
May 8, 1934. 


The special committee appointed to inquire into price spreads and mass 
buying met at 11 am., the Hon. H. H. Stevens, presiding. 


Mr. Norman Sommerville, K.C., of Toronto, and Mr. W. W. Parry, of 
Toronto, appeared as counsel for the committee. 


The CHarrRMAN: The minutes of the last meeting simply record the 
witnesses heard and documents filed. I declare the minutes adopted as read. 


Carried. 


Have you any documents or communications to file, Mr. Sommerville, 
before we proceed? 

Mr. SoMMERVILLE: As we were discussing in the course of the evidence, 
the statement of purchase contracts for the year 1931, handed in by the Imperial 
Tobacco Company, I think perhaps it would be advisable to have it entered 
on the record so that those reading the evidence will understand the reference. 


‘The CuHarrMAN: That is right. 


IMPERIAL TOBACCO COMPANY OF CANADA LIMITED 
STATEMENT OF PURCHASE CONTRACTS 


FLUE CURED TOBACCO—1931 CROP 
NORFOLK DISTRICT 


Average 
— Pounds Price 
1931 

October COE STEIN aid (RS oT PR OR PANNA PRE LEY OPE Eon OTe RAE Den ete Ueto re aye ae 3,774, 400 +2765 
Ce ee Ts, Se PAA, OOTY Ea oars SAE eee Pek by oes 914,900 +2612 

fe a amen cP Oi Fae 3 ee | CER, Pe OR GO nF pet 854, 700 +2253 

Oe eR EAE Tee ONT, Choc, oe siete acs ne ioe tie are Me cerns 182,000 - 2026 

TOTS atscin. ety AANS bie 2a 6 © ale G7 Te 2 GAM tet RS ok MN i? PLS Ota SY My Oh Ab EGO Ry. Oe 213,000 +1912 

[RPO eat Se Te oe ROR) ROR, SS RO Cee: OMe aN EE RG. n - 585, 700 *1855 

13 RSA Ec Pee UN nee CEE Ne EEE 0 od EDS Ee SPIE, >. Soke 1, 213, 700 +1950 

1h. pias 28 Ses Cin Ch OE RE ae I VRINR 6) bE OE) es I OO eee eee ERT LS owes Be 122, 000 -1661 

LS eee, RA. FOR, AREAL AS GEA CT DRE, cd Ope MR indie 5 SRR, oo 412,000 +1636 

TG cers... 2? cherie Sree . eeeico as ie ohn OPE EaED oe... Seb aat 589, 000 -1736 

IPOS S 8 es SE th ae 8 he ae UR RE SEL ee 8 VEG See RSE eae eee hee ao eee 8 69, 500 -1744 

[OP ARPES Aer eR AN ee AAD MA POP AR A A Cek RAPA ONCE Ghee had AA EE 442,500 - 1663 

QO gAE So FREE TR Pas a co Metre IEEE SIE. he. See try). ees eee oe 22,000 -1500 

DL ae Sr eR ee oe Oh teh LEON ly ne nte, SAREE BAST Boba eit hae Af 104, 000 -1599 
tay a aE PRR Ea Se Be Oe kt A ed ee On eA 35, 000 - 2300 
OTA etree Serre hie a. FAA. Sal Nees thet cy ea ee cee, Pee ka 65, 000 -1689 

1) epg OS ek 1 ee aE. MS, er eNs) « See SI Rate Rate tt EA its, Ae GAS, A REESE R 124, 000 +2323 

TNR oo hAlie, Ganeticy santosh Ree ase ite aie arene aernatiee TSioa RAR CIaECO ea GRY aA AT eee 44,500 -1645 

2 ee UL eer ere ses OPER. Wester, OY Oeet. RubA SERPS CIRC SE ody. J 77,000 -1475 

15 en. bere ha on Kier MANE. LRN) Mn ye Ete Ne. Rad lc, ae me, 314, 500 +2396 

Phew tes Viet PER SEROS LENSER COR OORE I EP Sg io en cee rk Mra 30, 000 +2500 
SeeGrari Oe. TOT. O98. Sl ark, Tee « fahk.« fbr BIST Chi dd .. Oe das aoebe 40, 000 -1200 
CS Acct bots cred CMON fetes wees Sane Ana. SLAs Oe oe we 38, 000 +1750 

HN ts 5 49 9 Bye ees Heaths AREER RTE PRE NS canis ac aA CoP Rona ht eat Bi eS Coane 517 -1500 

Dee ee Bee Sane RS Re Ae, Teen os at ws 6 Sa tea ior oe hs ie 10, SE ee 20,000 +1290 

ep ee SOTO. Renee Nee TN AN te es hs Whale wah aired outers OF 8,000 -2750 

SINR) ALOR RE Real Oh Sates ST I ees SO SS ett ee Et ode. Beat hse 30, 000 -1700 

January OG Re Se Ml ON PRS aes St Ee ee es ls ne. Ce 6, 000 -1000 


10,331,917 
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Mr. SoMMERVILLE: I think Mr. Miller has some documents and papers that 
he desires to file with us this morning. 

The CuHaiRMAN: Before we proceed, I should like to mention a matter that 
has been brought to my attention by a letter from the National Associated 
Women’s Wear Bureau of Montreal. I shall read it, because it refers to a 
matter which affects the committee, and I shall indicate what answer I gave. 
The letter is dated May 5, 1934, addressed to me, and reads as follows: 

Dear Sir,—About six weeks ago I received a visit from a man who 
was seeking information in connection with the Stevens’ Commission 
inquiry. 

This person informed me that he had visited various members of our 
industry with a view to finding out what complaints they had to make 
against the T. Eaton Company, and that he had been advised by them 
to call on me. 

As his question was so pointed, I became suspicious and asked him 
who he was working for. He informed me that he had been engaged by 
Professor Goforth, and that Professor Goforth had been engaged by the 
Stevens Commission. I naturally pointed out to him that anyone could 
make that claim, and before answering any questions, I would like to 
have him show proof of the accuracy of his claim. He promised to 
bring me this proof, but has not returned since. During our conversation, 
he informed me in response to my inquiry as to his qualifications for 
this particular work, that he had been in the employ of the C.P.R. com- 
pany for some years gathering statistics regarding the source of shipments 
of various products. 

The man is stout and short in stature. In view of his failure to 
return, I would appreciate it if you would be good enough to inform me 
as to whether Professor Goforth has been engaged by the Commission 
of which you are the chairman. 

Thanking you for your kind attention to this matter, I remain, 


Very truly yours, 


NATIONAL ASSOCIATED WOMEN’S 
WEAR BUREAU, 


J>P: Law, 
Nat. Ex. Director. 


Now, obviously, this individual, who apparently has been visiting a number 
of business concerns in the country, representing himself as more or less repre- 
senting this committee, is doing so without the slightest warrant, because 
neither Professor Goforth nor this man is representing this committee at all. 
My opinion is that Professor Goforth is retained by T. Eaton Company, to 
prepare their brief. I thought it was advisable to bring this to the attention 
of the committee, and to indicate publicly that anyone representing this com- 
mittee or claiming to represent this committee, must bear an official letter 
from the Chairman, showing that he is representing this committee, otherwise 
we will have individuals going about the country claiming to be representatives 
of the committee, and getting information to which they are not entitled. I 
thought I should bring that to the attention of the committee before we proceed. 
All right, Mr. Sommerville. 

Mr. SOMMERVILLE: I was reading a letter from the Imperial Tobacco Com- 
pany, Mr. Chairman. In all fairness, I think it should be read, as it indicates 
the documents that are being filed at the present time. 
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Mr. SOMMERVILLE: This is in response to the request of the committee at 
its last session, and certain requests that are coupled with them from the 
counsel of the committee. The Imperial Tobacco Company write as follows:— 


Dear Mr. SomMervILLE: During the proceedings of the Special Com- 
mittee on Price Spreads and Mass Buying held at Ottawa on Thursday 
and Friday last, May 3 and 4, requests were made for certain infor- 
mation, statements, etc., which were not available at the time, and which 
I advised the committee I would be only too pleased to have prepared 
as soon as possible. In this connection I hand you herewith the fol- 
lowing :— . 

1. Copy of Agreement between British-American Tobacco Co., 
Limited and Imperial Tobacco Company of Canada, Limited, dated 7th 
July, 1921, effecting the transfer from the former to the latter Company 
of certain trade marks, patent, etc., and the goodwill attaching thereto, 
for all of which there were issued to the British-American Company 
400,000 ordinary shares of Imperial Tobacco Co. of Canada, Limited, of 
the par value of $5 each. 

I believe the agreement submitted is perfectly clear and outlines 
the full intention, and I particularly direct your attention to clause 9 
thereof from which you will note that the British-American Company 
were not excluded thereby from engaging in the manufacture of tobacco 
in Canada. | 4 

2. Copy of agreement dated 23rd September, 1921, between Imperial 
Tobacco Company of Canada, Limited and the Trustees appointed to 
subscribe for and take delivery of 420,000 ordinary shares of the afore- 
mentioned company on behalf of a specified number of officers and 
employees of Imperial Tobacco Company. 

In connection with the foregoing I wish to particularly draw your 
attention to the fact that payment for the shares was provided for to the 
extent of $2 per share through payment made by the company to the 
trustees, and the extent of $3 by payment in cash by the employee to 
the trustees. 

I regret that I was not in possession of the full details of this agree- 
ment at the time that the matter was being discussed last week, and as 
a consequence may have misled the members of the committee to some 
extent when dealing with this subject. I trust you will take the necessary 
steps to acquaint the members of the committee to some extent when 
dealing with this subject. I trust you will take the necessary steps to 
acquaint the members of the committee with the full facts in accordance 
with these remarks. 

3. Statement setting forth the undivided profits of Imperial Tobacco 
Company of Canada, Limited, and its subsidiary companies as at 31st 
December, 1933, as per audited accounts. (The period covered for the 
Tuckett Company is that ended 31st March, 1934.) 

4. Statement showing amount paid by Imperial Tobacco Company 
of Canada, Limited (1912), for its investment in the B. Houde Company 
Limited, this investment being 4,352 shares of the par value of $100 
each constituting approximately 87 per cent of the total issued capital 
stock of 5,000 shares. 

5. Detailed Auditor’s Reports for the past five fiscal years of each 
of the following companies, if extant:— 

* Imperial Tobacco Company of Canada, Limited. 

John Erzinger Limited. 
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Q. That is a distributor?—A. Jobbing house in Saskatoon and Winnipeg. 

Q. In the west?—A. Yes. 

Q. “James Kirk Limited”; is that a jobbing house?—A. In Hamilton. 

Q. “The H. Fortier Company, Limited”; is that a jobbing house?— 
A. Montreal. 

Q. “Scales and Roberts Limited ”; a jobbing house?—A. Toronto. 

Q. “ General Cigar Company, Limited? ”—A. Montreal. 

Q. A Manufacturing company?—A. At Montreal, cigars. 

Q. “Andrew Wilson and Company, Limited? ”—A. Cigar manufacturers at 
Toronto. 

Q. Are they also jobbers?—A. No, sir. 


Q. “Punch Cigar Company, Limited? ’”—A. Of Toronto, cigar manufac- — 


turers. 


Q. “Liggett and Myers Tobacco Company of Canada, Limited? ”— 


A. Montreal. 

Q. Manufacturers?—A. We manufacture cigarettes for them. 

Q. They have no plant of their own?—A. No, sir. 

Q. You manufacture for them?—A. Under an arrangement. 

Q. “National Tobacco Company, Limited? ”—A. Montreal, snuff manu- 
facturers. 

Q. “The B. Houde Company, Limited? ’”—A. Tobacco manufacturers, 
Quebec city. 

Q. They manufacture cigars?—A. No, sir. 

Q. Just tobacco?—A. Tobacco. 

Q. Plug?—A. No, pipe and fine cut. 

Q. “ Quebec Leaf ‘Tobacco Company, Limited? ’—A. Quebec city; they 
handle raw leaf. 

Q. “ Dominion Tobacco Company, Limited? ”—A. Dormant. 

Q. “Empire Tobacco Company, Limited? ””—A. Dormant at present. 

Q. “American Tobacco Company of Canada, Limited? ”—A. Dormant at 
present. 

Q. “Imperial Tobacco Sales Company of Canada, Limited, and Imperial 
Leaf Company of Canada, Limited,” of which we have already heard?—A. Yes. 

Q. “ United Cigar Stores, Limited”; that is a retail chain of stores?— 
A. Yes, at Toronto. 

Q. “United Cigar Stores, Nova Scotia, Limited? ”»—A. Dormant. 

Q. “ United Cigar Stores (New Brunswick) Limited? ”—A. Dormant. 

Q. “The Tuckett Tobacco Company, Limited? ”—A. Hamilton, Ont. 

Q. Then you also file the crop list books and grading books used by leaf 
buyers covering the 1931 and 1932 crops?—A. Yes, in that bundle (indicating 
bundle on the table). 

Q. I observe for 1932 they are all complete, but for 1931 there are a few 
missing?—A. Yes. . 

@. You give the reasons for that?—A. Yes. 

Q. The men are not in your employ now?—A. Yes, except, I believe,— 
one is, but these books seem to have been lost. 

Q. Then the 7th statement you file is a statement showing the purchases 
affected under Mr. T. L. Lea’s supervision on the 6th October, 1931, the open- 
ing day of the market, and statement showing purchases effected under the 
supervision of Mr. F. R. Gregory on the same day, from which it will be noted 
that the former purchased a total of 627,000 pounds at an average of $-2779, 
and the latter 491,000 pounds at an average of $-2704?—A. Yes. 

Q. And the 8th is an order from the Imperial Tobacco Company Limited, 
of Great Britain and Ireland for 1,000,000 pounds greenweight received by you 
on the 16th November, 1931?—A. Yes. 


' 
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Q. And then the 9th is a statement showing yield by grades of Canadian 
flue-cured tobacco purchased by Imperial Tobacco Company of Canada, Limited, 
in the Norfolk district and in the Essex district of Ontario, separately and 
combined for each of the crops 1930, 1931, 1932 and 1933?—A. Yes. 

Q. Then, contracts covering the purchases of the 1931 and 1932 crops of 
Canadian flue-cured tobacco?—A. Yes, in these two trunks here (indicating). 
Do you want them now, sir? 

Q. Mr. Miller, shall we take the summer holidays to examine them?—A. It 
might be necessary. 

Q. Then, statements showing net profits, wages, etc., for each of the years 
1931, 1932, 1933, resulting from the operation of the following United Cigar 
Stores located in Toronto. You give six stores located as follows: Bay and 
Front streets, Bay and Adelaide streets, Yonge and Adelaide streets, St. Clair 
and Yonge streets, Dundas and Keele streets, Queen and King streets, Sunnyside, 
and showing also statement of any reduction in the number of employees and 
statement of weekly wage paid in each year mentioned to each employee in 
these stores. 

Mr. Hears: Do these wages include salaries? 

Mr. Sommervit1te: These are for the retail stores, the United Cigar Stores. 
I presume that they mean all the amounts paid whether you call them salaries 
or wages? : 

The Wirness: In those stores, yes. 


By Mr. Sommerville: 

Q. Then, 12 consists of statements showing the total factory payrolls 
for the years ended 31st December, 1931, 1932 and 1933, in each of the manu- 
facturing plants of the Imperial Tobacco Company of Canada, Limited, and 
subsidiary companies? 

Mr. Factor: Wages only, not salaries? 

Mr. SOMMERVILLE: Wages only, I understand. 

The Wirness: The total factory payroll. I do not just know what the 
distinction is between salaries and wages in the factory. 

Mr. Factor: It is for everybody in the factory? 

The Witness: It includes salaries paid to certain officials and executives 
in the office—no, it is in the factory; it excludes the factory officials. 

Mr. Heaps: You have it for three years, Mr. Sommerville? 

Mr. SOMMERVILLE: We have it for 1931, 1932, 1933. 

Mr. Hears: Could we have the 1930 wages? 

Mr. SoMMERVILLE: I presume they were not asked for that. We asked 
them for the last three years. 

Mr. Hears: I think 1930 would be a better year to go by than other years. 
It seemed to be the peak. 

Mr. Factor: I think we had better go into. that question as a separate 
proposition later on. 


By Mr. Sommerville: 

Q. The next statement filed is one showing salaries and bonuses paid to 
all executives, officers, and directors of Imperial Tobacco Company of Canada, 
Limited, and subsidiary companies for each of the years 1924 to 1933, inclusive? 
—A. Yes. 

Q. The next statement is one showing recapitulation of detailed contracts 
of purchases of 1931 crop of flue-cured tobacco at both Delhi and Lesmington? 
—A. Yes. 
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Q. When you refer to the purchases at Delhi and Leamington, these are 
the points at which your purchases centre?—A. Yes. ; 

Q. They would cover your purchases of flue-cured tobacco in that area?— 
A. Yes. 

Q. With regard to the schedule of tangible assets amounting to $24,036,380.91 
for which capital stock of Imperial Tobacco Company of Canada, Limited, of 
1912 was issued, I would like to draw your attention to the memorandum on 
this subject attached to my letter dated 2nd May, 1934, handed to you on 
Thursday morning last. I believe that the particular point in question is 
fully covered in the answer to question No. 4 attached to the above mentioned | 
letter. From this schedule will be apparent also the amount of cash that was 
received by the company in exchange for capital stock issued. 


Dealing with the statement that has been requested concerning the amount 
realized from the operating of Tamblyn’s, I wish to advise that this information 
is not readily available from our current records, and we have nothing to submit 
at this time, but we have the matter in hand and as soon as the necessary search 
can be completed, shall be glad to forward the particulars asked for. 

Statements were requested showing the consumption by grades of domestic 
flue-cured tobacco and are now in the course of preparation for each of the twelve 
months ended 31st March, 1931, 1932, 1933, and 1934, and will be submitted 
when completed. 

Regarding statements showing inventory of domestic leaf by gerade and by 
crop for Imperial Tobacco Company of Canada, Limited, and its subsidiary 
companies as at 31st March, 1931, 1932, 1933, and 1934, although these figures 
are available from our records and the records of our subsidiary companies, it 
takes a considerable length of time to prepare and correlate the same, and the 
work has not yet been completed in respect of these inventories. However, the 
figures are in process of compilation and I shall be glad to submit the same when 
they are drawn up in the proper form. 

Statement showing wage scale and changes in same in Imperial Tobacco 
Company and Subsidiary Companies’ factories will be submitted when completed. 


Statement showing adjustments in salaries and dates of same effected by 
Imperial Tobacco Company of Canada, Limited, and subsidiary companies, and 
explanation of manner of adjustment, will be submitted when compiled. 


i 


By Mr. Sommerville: 


Q. This is the information which you are filing with the Committee this 
morning, Mr. Miller, in answer to the request of the Committee?—A. Yes. 
Q. And further information is being completed and filed?—A. Yes. 


Mr. SoMMERVILLE: Along with this letter will be read a section to be entered 
in the record, a paragraph Mr. Miller requests, in the memorandum dated 
2nd May, 1934, in answer to question No. 4. I will hand it to the reporter at a 
later time. 


By Mr. Sommerville: 


Q. May I, just for purposes of information, just at this time ask you what 
or how the buyers crop book is identified with the individual grower; not having 
seen this—?—A. I think you just go by the name and the description of the 
location—it is not a very easy matter to say. 


By Mr. Factor: 


Q. Did you prepare a statement of the volume purchased of the 1931 
crop?—A. Yes, sir, it has been submitted. 
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By Mr. Sommerville: 

Q. Can you tell me, what are the particular grades that the buyer puts into 
his buyers’ book?—-A. There are two books, aren’t there? One is, I think, called 
the crop book, and—could I see one of them myself to try to explain; I am not 
thoroughly familiar with all the details. 

-  Q. Yes?—A. That one is called the crop list, that is the first one; what is 
your question about this? He does not show any grades there, as you will see; 
he only shows the man’s name, the number of acres approximate under cultiva- 
tion, and his estimate of yield in pounds; and the reference “it is good.” That 
is when the tobacco is growing in the fields, that is the crop list book. 

Q. That is the first book?—A. Yes. 

Q. Then, I am looking now at J. B. Wilson crop list for 1931?—A. Yes. 

Q. And it contains the name of the grower, the acreage that he has under 
cultivation?—A. Estimated. | 

Q. The estimated acreage; the statement as to whether it is “good,” 
nee Bhs or “fair”; the estimated quantity of tobacco that will be produced?— 

S es. 

Q. That is the first book?—A. That is while the tobacco is still growing 
in the field. 

Q. Yes. Then do I understand that when the crop has been harvested and 
is taken into the kiln and cured that he has another book in which he enters 
the condition of the crop?—A. Well, ves, each kiln he makes reference to. 

Q. That is a separate book?—A. Yes. 

Q. And that is the grading book?—A. Yes, sir. 

Q. And on that grading book he makes certain entries?—A. Yes. 

Q. And on that grading book does he make any entry as to the price that 
is to be offered for that crop when he goes out to buy?—A. He might make 
an estimate basis— 

Q. He will make an estimate based on the kiln, the condition that he has 
found the various kilns in?—A. Yes. | 

Q. And having examined the various grades he then makes an estimate 
of the price he will pay?—A. No, he does not make any estimate. 

Q. Just look at that book. For instance, I am looking now at J. B. 
Wilson’s, 1931 grade book in which he describes the whole crop, then at the 
bottom you will see in pencil “25 cents’”?—A. Mr. Sommerville, I have pre- 
pared here a statement I think that covers a good deal of this. 

Q. Perhaps if you will just follow that particular phase?—A. I do not 
know what that could be. You will see some pencilled figures up here in this 
corner. 

Q. I am talking about the bottom of his entries on the page where he is 
dealing with the grades, then at the bottom of the page in pencil you will find 
the price, 25 cents; is not that his estimate of the price to be paid for that 
crop before he starts out to buy it?—A. You see, at that time, as I under- 
stand it—trying to get a clear view in your mind, Mr. Sommerville—as I 
understand it at this time there has been nothing mentioned or decided as to 
- what basis a price should be offered when they are making these inspections. 

Q. Yes?—A. And now for their own good, as I understand it, they some- 
times have put a price at the top, or maybe at the bottom. 

Q. At the top right-hand corner they have put a price on the basis of 
previous years’ purchases; that is what their figure would be?—A. Yes. 

Q. But that does not refer to the figure in the middle of the page, or at the 
bottom of the page; that is a separate figure?—A. Yes, it does, sir. 

Q. Is not that the figure put by the buyer upon his book as to the price that 
he expects to pay for the crop which he has been inspecting at every kiln 
during the progress of the curing. If you will just stick to the page I was 

86332—1013 


1534 SPECIAL COMMITTEE 


looking at; I know that one, I have not looked at any of the others yet?—A. I 
am sorry, what was the name? I think this is the one you referred to; is that 
the one? 

Q. Yes, that is the one?—A. There seem to be a lot of figures on a lot of 
the other pages. 

Q. That is the one now?—A. Let us see what it is. 

The CHamrMAN: You see what we are getting at, we want to know the 
system that is followed, because the price paid in 1931 is the ground on which 
a rather acute difference has developed between ourselves and yourself. We 
want to know the system followed. This apparently indicates the system. If 
you will kindly give us just exactly what it means, it will be helpful. 

Mr. Kennepy (Winnipeg): Mr. Sommerville, is that an isolated one, or 
just indicative of the practice. 

Mr. SomMeErvIuueE: Indicative of the practice, I just picked it out, the first 
one I opened. 


The Wirness: Mr. Buell informs me that in looking at this particular page 
that that in that instance is probably an estimate of the price of the crop; in 
that particular instance. Some of these figures are the number of kilns added up. 


By Mr. Sommerville: 


Q. Generally through the pages I find the same condition?—A. The next 
one has a little pencilled figure at the top, it does not seem to refer to anything. 

Q. On that question, on that page that we were referring to, Birdsall’s 
crop, where there is an estimated price of 25 cents; can you tell me what the 
buyer paid Birdsall for that crop?—A. I do not know whether we have got 
that or not. , 

Mr. Factor: What date was that, Mr. Sommerville? 

Mr. SoMMERVILLE: The 1931 crop. 

The Witness: It is amongst these contracts. 


Mr. SoMMERVILLE: It might just as well be in Montreal, as far as I am 
concerned. I wonder if you have not some ready reference to the purchases 
from Birdsall of his crop. 

The Wirness: No ready reference here, we made a list of all contracts just 
of all contracts just in case you wanted to keep the contract as a record, of 
what they were; just to refer to them. The name is Charles Birdsall, is it, or 
Birdsall Brothers? 


By Mr. Sommerville: 

Q. I will tell you that the crop might be under two names, James Vaughan 
Boven and Birdsall Brothers; Birdsall Brothers may be the owners of the farm 
and James Vaughan Boven would appear to be the share man on the farm. 
My reason for asking?—A. As near as I can see, Mr. Sommerville, and find 
out here in this short time, I understand that it is not the custom at all to put 
down prices in these books of what they were going to offer. It may be that, 
it may be anything; I do not know that we could say what it is from what I 
can gather. 

Q. Mr. Miller, looking at the crop list book I find that that crop is described 
as “good” and “20,000 pounds”; and that is the highest grade that is given 
to any crop in this crop list—“good”; there is no higher grade given to any 
farmer in this entire book?—A. Well, that is only a general remark on his 
whole crop; they can’t tell what it is going to develop. 

Q. I know; but at any rate while it is growing he grades it good?—A. All 
right. 

Q. He grades some others “flue-cured medium,” some others “fair’?—A. 
Yes. 
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Q. He grades some others “poor’—A. Yes. 

Q. And he grades some others “medium small” and “light”; so this is at 
any rate the grade which is the top grade as far as this buyer is concerned 
ee the crop is growing?—A. You say he has it marked “good” in that 

ook’ 

Q. He has it marked “good” in that book; now I want to know what you 
were paying for that top grade?—A. We may not have bought it. I see here, 
Birdsall—James Birdsall, John Birdsall and some others. | 

Q. And the price paid to them was what?—A. John Birdsall, 25 cents. 

Q. Birdsall Brothers?—A. Oh yes, here is Birdsall Brothers; 17 cents. 

Q. 17 cents paid for a crop on which that buyer has estimated 25 cents?—A. 
I do not like to say that that is necessarily unfinished. 

Q. Well, Mr. Miller, can you give this committee any other conceivable 
explanation for that entry at the bottom of that crop report after the crop 
has grown and is top grade, after it is cured in the kilns and has been examined 
weekly and then the buyer goes out to buy it and before he goes puts a price 
of 25 cents on the bottom of the page; is there any other explanation you 
could make?—-A. I would like to try to make this explanation: that I did not 
personally have intimate contact with that, and I tried to find out. 

Q. Mr. Miller, we appreciate that, but you have your cohorts here; is 
there any one of them who can give us the slightest explanation of why that 
man was paid 17 cents on the top grade of tobacco that was bought from him 
at that time when you consider the difference with the top price of 30 cents 
in the crop of 1930; because that is the crux of the thing. That is the complaint, 
Mr. Miller, from that whole area. Let me put it to you fairly: the complaint 
is that by reason of this strange new method introduced with Mr. Lee, when 
you had top grade crops and your alleged top price was 30 cents and one 
fellow got 17 cents, and another 15 cents, and another 27 cents, and another 22 
cents; and it just happens—lI did not pick that first book—that that seems to be 
borne out. Now, if there is any explanation, Mr. Miller, you are perfectly 
free to make it, or have your men make it now, or at any time?—A. I 
thought we had explained it; that first book that we looked at is just made 
when the crop is growing. nETY | 

Q. Yes, and it is quite possible that that crop may grade at top grade when 
it is growing and yet in the curing it might be spoiled?—A. Quite. 
Q. I can see that. The second book reports certain conditions?—A. Quite. 

Q. And at the bottom of the page certain prices were apparently indicated; 
why the reduction of 334 per cent.in the price paid?—A. I was going to say 
that even after these inspections were made there could be considerable change 
in a crop between the time that it was inspected and the time they came to 
buy it. vl. 


By Mr. Factor: 
Q. After it is graded?—A. Yes, after we have seen it in the kiln. 


By Mr. Sommerville: 


Q. All right, Mr. Miller, let us take that basis; what you are saying is, 
the buyer goes out and he examines each kiln that is being cured separately ?— 
A. Yes. 

Q. And that kiln is completed and he makes his record of just what is the 
condition of that kiln when it is cured?—A. Yes. 

Q. And it is all done within a few weeks, is it not?—A. Yes. 

Q. And then the next kiln is put in and cured?—A. Yes. 
| Q. And the next kiln put in and cured, he knows that one, and the next 
kiln is cured; and do you say that between the time that these four kilns, say 
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the sixth, the tenth, the twentieth and so on as the case may be, are cured, 
that it may change in value to the extent of warranting a 334 per cent reduc- 
tion?—A. It might change considerably. 

Q. I mean in quality; you say that?—A. Yes, if they do not handle it 
right it may be ruined—too much moisture. 

Q. After curing?—A. Even after curing, yes, sir. 

_ Q. My reason for asking you to consider that carefully, Mr. Miller, is that 

I see growers all around this room just with beaming faces laughing: at the 
suggestion; I do not know whether it is right or wrong. 


By Mr. Factor: 
 Q. What has to be done to that crop after it is cured? Would you let 
Mr. Buell—would you attempt to explain this, Mr. Buel—is that agreeable, sir? 
Q. Yes. 
The CHAIRMAN: You had better swear Mr. Buell. 


Henry P. BuELL, sworn. 


Mr. SomMmervILLE: Mr. Buell, what explanation have you got to make 
for the reduction from 25 cents to 17 cents on this particular crop that we are 
talking about of Birtsall Brothers. 

Mr. Buetu: This particular crop of tobacco shows that there were 20 
acres; fifteen of it was good and five poor. 

Mr. SOMMERVILLE: Yes? . 

Mr. Buetu: Well, the price that is indicated down at the bottom does not 
mean that that is the buying price. E 

Mr. SOMMERVILLE: What is it on there for if it is not a buying price? 


Mr. Bueutu: In 1930 the price was higher than it was in 1931, but if we 
set a price he can relatively break that price of tobacco down to what he thinks 
it is worth at the time the buying takes place, that is, the buyer can. 


Mr. SOMMERVILLE: But remember, Mr. Buell, in this case he has examined 
all the kiln, his examination is completed, his entries in his book are finished, 
and at the bottom of it—knowing what he is going to do with that crop—he 
puts in a price of 25 cents and he knows it when he fixes that price. 


Mr. Buetu: Oh no, that was done before. 

Mr. SOMMERVILLE: How do you know? 

Mr. Burtu: Because it is the custom. 

Mr. SOMMERVILLE: It is the custom what? 

Mr. Bueutu: To put a price down as a guide to the man. 

The CHAIRMAN: Before you inspect the kiln? 

Mr. Mriuuer: Afterwards. 

The CHairMAN: That is what Mr. Sommerville says, but Mr. Buell says no. 

Mr. SoMMERVILLE: What do you say is the practice now among your 
buyers? . 

Mr. Buetu: The buyer finds out what we have paid for the previous year’s 
crop and he puts that down in his book as a guide for his buying. 


__ Mr. Sommervitie: Look at that book, he has not got those figures at the 
right hand corner of the page. 


Mr. Miuuer: It has got nothing on there. 


Mr. SomMERVILLE: Look at the rest of it, look at the top of the adjoining 
pages. 


PRICE SPREADS AND MASS BUYING 1537 


Mr. Buewi: I am not talking about the crop, I am talking about the 
quality of it. 

Mr. Sommervinte: I know what you are talking about, Mr. Buell, but 
what this committee would like to get is an explanation of that figure. 

Mr. Buetu: That is a guide that they use when they are buying. 

Mr. SOMMERVILLE: You think that is the explanation for paying this man 
33 per cent less than the estimated figure of 25 cents? 

Mr. Buewu: Well, that has got a lot to do with how the tobacco turned 
out as to quality. . 

Mr. SOMMERVILLE: Can you think of any other explanation? 

Mr. Kennepy (Peace River): What would the price of last year’s crop 
have to do with it, would not the quality of the tobacco be the governing 
factor? 

Mr. SOMMERVILLE: The 1931 crop was a better crop in quality, was it not? 
As a matter of fact, the 1930 crop was one of the poorest crops you had had, 
was it not? 

Mr. BuELL: Yes, 1930 was not a very good crop; it was a small crop. 

Mr. SOMMERVILLE: It was a small crop and it was poor quality, and for 
that poor quality crop you paid 40 cents a pound as a top? 

Mr. Bue: As a top, yes. 

Mr. SomMERVILLE: And you paid an average of 31 or 32? 

Mr. Buri: Yes. 

The CHAIRMAN: An average. 

Mr. SOMMERVILLE: An average, and the next year it was a better quality 
crop, and yet your prices ranged from 25 to 17. Is not that what you said the 
buyer has done? 

Mr. Bueuu: The buyer has put that price in there. 

Mr. SOMMERVILLE: Yes? 

Mr. Burt: As a guide based on 1930 prices. 

Mr. SoMMERVILLE: All right. 

Mr. Factor: You have got 25 cents as an estimated price. Now, you never 
paid 25 cents for any tobacco, top price, in 1930. 

Mr. Buriu: We paid more than 25 cents for the 1930 crop. 

The CHAIRMAN: You paid as high as 40 cents. 

Mr. Burtu: From 40 down. 

Mr. Facror: So that this figure of 25 cents has no relation to the price 
you paid for the 1930 crop? 

Mr. Miztuer: Mr. Buell means this, the buyers do not know what the top 
price is going to be; but they knew that the top price for the previous crop 
was 40 cents; that is all he knows. Assuming that it is going to be the same 
top price this year, that is, for 1931 as it was for 1930, then his price would 
have been 25 cents. In other words, 40 cents top price of crop would have been 
worth 25 cents. That is known before he has made a final inspection. 

Mr. SOMMERVILLE: Is there a single entry in this book from beginning to 
end showing 40 as the top price? 

Mr. BuE.u: No. 

Mr. SOMMERVILLE: The 1931 crop was a better crop than the 1930 crop, 
was it not? 

Mr. BuELL: Yes, it was a better crop. 
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Mr. SOMMERVILLE: So that, with that better crop, if that was the system 
that was being followed he would somewhere or other in this book have entered 
25 cents, 35 cents, 30 cents or 40 cents for the various higher grades of crop, 
would he not? 

Mr. Bue: Yes. 

Mr. SOMMERVILLE: Well, he has not done anything of the kind, because 
25 and 26 seem to be the best. 

Mr. Mitter: There are some thirties there, I think, or I may be wrong. 

Mr. SOMMERVILLE: Here you are, 27. 

Mr. Miuuer: There are some 382. 

Mr. SOMMERVILLE: Here you are, 23, 22, 20, and 18; here is one 19. 

Mr. Kennepy (Peace River): Not a 40? 

Mr. SOMMERVILLE: Oh, no. 

Mr. Miuuer: The 40 is for fancy. | 

Mr. Iusuey: A 32 entry would give some support to what these gentlemen 
have said; if 30 was the top price in 1931, on our theory—if I may put it that 
way—there should not be anything above 30, but on their theory they should 
have some up to 40. 

Mr. MILuer: Yes, you are right. 

Mr. Epwarps: Would 40 cents be paid for the whole crop or a select part of 
the crop? 

Mr. Miuuer: Generally for select. The top price is really for fancy, for 
high coloured tobacco. 

Mr. Epwarps: That was the 1930 crop? 

Mr. Miter: I mean any top price in any crop. 

Mr. Epwarps: That 40 we are referring to that was top for 1930? 

Mr. Miter: Yes. 

Mr. Epwarps: Your average for 1931 was about? 

Mr. Miter: About 21. 

Mr. SENN: But in very few cases would the top price be paid for the farmers 
whole crop. 

Mr. MILLER: In very few cases. 

Mr. SOMMERVILLE: We will have to examine these books at greater length 
and deal with that branch of the subject later. I just wanted to ascertain the 
meaning of the entries in the particular books. 

Mr. Youne: Here is an entry in connection with one man’s crop—good, 
medium, one; medium, one; medium, three; and then at the bottom he has written 
Good, Medium, and the price at the bottom is five; and the next page we have 
Good, Medium three; Medium five; Common 64; poor 34; and he has written 
“poor”, and the price on this is 19 cents. If on the basis of last year’s price one 
crop is worth only 5 cents I do not see how he gets 19 for that other. 


Mr. Mituer: That does not seem right. 


Mr. Senn: Would it be possible to follow this identical crop through to the 
curing stations and have them maintain their identity and know what the grades 
are there? 


Mr. MILLER: Would it be possible? 
Mr. SENN: Yes? 


Mr. Mituer: And then separate it into our grades and know the result 
of each? 
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Mr. SENN: When you buy a farmer’s crop at a certain grade in these books 
do you follow the farmer’s crop down to the curing stations and give a grade 
there? 

The CHAIRMAN: There is a record of what was paid. 

Mr. SENN: Oh no, the grades. 

Mr. Epwarps: They have already bought the crop. 

Mr. Miter: We separate it into our own grades. 

Mr. Senn: Can you identify it, in grades there, with the grade given by 
the buyer? 

Mr. Miter: No, sir; there are a good many more grades; we divide it up 
into a good many more grades. 

Mr. SENN: Do you not keep any check on the buyers grades with what the 
actual grade is? 

Mr. MiLtER: You mean, we do not check up to find whether the buyer has 
bought well or poorly, is that your idea? 

Mr. SENN: That is the idea, yes. 

Mr. Miuuzr: I am not sure, Mr. Senn, that I quite understand. Would you 
mind putting your question again. 

Mr. Senn: What I want to get at is this: The buyer gives a certain grade 
and buys on that grade; you take his word for what the grade is when it is bought 
and the contract is made. Now, do you not check up on his activities as to 
whether he is making good purchases, or whether those grades are finally as 
good as he says they are at the beginning? . | 

Mr. Mitter: When that crop comes into the plant, somebody inspects it in 
a general way. That is all the buyer has made, is a general inspection, and they 
check it to be sure that it is roughly the same. 

Mr. SENN: In other words, unless the buyer is making a good deal for you 
and getting a grade at least as good as he says it is at the price, you would not 
keep him very long? 

Mr. MILER: No, we would not. In other words, he has bought it on a 
general inspection, and when it comes into the plant the general inspection proves 
that it is roughly worth that, and if we are satisfied with it from that point of 
view, it is taken in and graded in to our own erades. 

Mr. Senn: And I suppose if it is a good deal higher that is all the better 
for the company and the buyer gets credit for that? 

Mr. Mitter: I suppose that might happen. For instance, a buyer says that 
tobacco is worth 18 cents, and the supervisor goes with him to see the crop. The 
supervisor says no; he thinks that crop is worth more and he says more. I have 
heard of many such instances. 

Mr. Senn: On the other hand, I have heard of instances where a buyer 
would pay 15 cents for a crop which was a better crop than a crop that 21 cents 
was paid for. . 

Mr. Miter: The same buyer? 

Mr. SENN: Yes, I heard of that. ; 

Mr. Miter: I would hate to think that that happened. 

Mr. Senn: You do not know whether it has or not? 

Mr. Miter: No sir, not to my knowledge. 

Mr. Sommervinie: Mr. Miller, the figures that are referred to that are 
above 30 and 82, and so on, refer to the acreage entirely. 

Mr. Miuuer: They do? 

Mr. SOMMERVILLE: Yes, so we will just have to look into this book later. 
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Mr. Miuuer: They are only really guides anyhow. There are no hard and 
fast rules on it. rob 

Mr. SoMMERVILLE: But it is the guide that affects the grower, Mr. Miller, 
however rough it is, and that is just what we are trying to get at. When we 
adjourned on Friday, we were dealing with the question of the price of tobacco. 
Perhaps you will tell me, what was the total price paid for the entire crop of 
1930; have you got those figures, Mr. Miller? 

Mr. Miuurr: The total price—you mean the average price? 

Mr. Sommervitte: No, in dollars and cents, the total price of it. 

Mr. Miter: The total price in dollars and cents that we paid for the 
whole crop? | 

Mr. SomMERVILLE: That was paid for the whole crop. I thought you would 
have those figures. tes 

Mr. Miter: We have the total quantity I believe. 

Mr. SommervittE: Perhaps you can tell me the total price that you paid 
for all the tobacco you bought. p 

Mr. Mier: For what crop? 

Mr. Sommerviuip: For the crops of 1930, 1931, 1932 and 1933. 

Mr. Miuurr: That is on those statements which we have handed to you. 

Mr. Epwarps: Page five, what is that? 

Mr. Sommervitie: No, that is the total amount produced, but that is not 
the Imperial Tobacco Company purchases. 

Mr. Mutter: That is the total production, and if it were figured out at 
the average price, you would get at the other, Mr. Sommerville, but we have 
not got that. It could be easily computed by multiplying. Page eleven shows 
the average prices for the crops and on page five there is the total crop. 

Mr. Facror: Mr. Sommerville is talking about the Imperial Tobacco Com- 
pany. 

Mr. Mitier: These statements that were handed in give that information, 
I think. Here it is: Our total purchases for 1931 crop, Mr. Sommerville. 

Mr. SommeErvIttE: Yes, if you can start with 1930. 

Mr. Miuurr: All right. 1930 we purchased a total of flue-cured—which 
is Leamington and Delhi—8,878,626 pounds at an average price of -3190 to us, 
or $2,832,607.62 to the farmer. 

Mr. SoMMERVILLE: Yes, $2,832,607.62 to the farmer. Now, will you add 
to that flue-cured price, the total price you paid for other tobaccos; can you 
tell me that? 

Mr. Miter: What other tobaccos? 

; Mr. SomMERVILLE: Well, you buy Burley and other leaf. Can you give me 
that. . 

Mr. Mruuer: No, sir, we have not got it. 

Mr. SomMERVILLE: Does your flue-cured tobacco cover 80 per cent or 90 per 
cent of the domestic tobacco that you buy? What proportion would it cover? 

Mr. Miuuer: You mean in value? 

Mr. SoMMERVILLE: In value, in dollars and cents. 

Mr. Bue.u: Oh no, not that much. 

Mr. SOMMERVILLE: I mean Canadian. 

Mr. Bue: Of our Canadian purchases, how much does flue-cured repre- 
sent of the total? 

Mr. SoMMERVILLE: What proportion of the total would it cover? 


ae. ae - 
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Mr. Muuer: Of course, it would change from year to year, crop to crop, 
Mr. Sommerville. | 

Mr. SoMMERVILLE: Well, approximately. 

Mr. Miuzer: Well it might change quite considerable depending on a crop. 
We would make you up a statement on it. 

Mr. SomMMERVILLE: Well, does it represent 75 per cent in dollars and cents, 
because your Burley is a very much cheaper tobacco? 

Mr. Buewu: From two-thirds to three-fourths. That is an estimate. 

Mr. SomMERVILLE: In dollars. In other words, there would be a quarter 
to a third more in dollars value added to the flue-cured price which you have 
just given us, which would be a rough estimate of your entire tobacco bought 
by the Imperial. 3 
Mr. Burt: We have not got any figures on the Burley, but offhand it is 
something like that. 

Mr. SomMERVILLE: Then, at that rate, your total purchases of tobacco for 
the year 1930 represented a value of something between three and a half million 
and three and three-quarters, in dollars; for flue-cured, $2,800,000, and if you 
add a third to that you would have approximately three and a half millions, or 
thereabouts. 

Mr. Bueuu: On that basis, yes. 

Mr. Minuer: Subject, of course, to verification. Will you let us give you 
a statement on that? 

Mr. SomMERVILLE: I would like to have it on the record exactly. I wanted 
to compare that with your profits for that year, Mr. Miller; that year in which 
you paid say three and a half million dollars for your total purchases your 
profits, according to the statement filed, were $6,512,000? 

Mr. Mitirr: Yes, but of course, other things would go into it, other tobacco. 

Mr. Sommervitte: I appreciate that there is imported tobacco goes into 
it, but imported tobacco plus domestic tobacco constitutes the raw material for 
your product? 

Mr. Miuier: Yes. 

Mr. IusuEy: You are just taking the Canadian tobacco? 

Mr. SomMERVILLE: The Canadian tobacco, yes. 

Mr. Iustey: That is three and a half millions. 

Mr. SoMMERVILLE: Yes. 

Mr. Instey: I should think your comparison would not be of very much 
value unless you take the total raw material with the profits, that would be 
interesting. 

Mr. Kennepy (Winnipeg): Is it not just the amount of Canadian tobacco 
being purchased by this company? 

Mr. Itstey: I do not see the purpose of the comparison unless you take the 
total raw material. 

Mr. Bust: I can tell you the value, Mr. Sommerville. 

Mr. SomMERVILLE: All right. 

Mr. Buetu: The total value of flue-cured tobacco was $2,832,607, and the 
total value of Burley tobacco was $1,443,406, making a total of $4,275,000, and, 
in addition to that, there was cigar leaf and other tobaccos. 

Mr. Miter: And besides that there were some further amounts paid for 
Canadian tobacco such as cigar leaf and Quebec leaf. 

Mr. Instry: And your profits were made on other tobaccos as well as Cana- 
dian tobaccos? 
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Mr. Miuuer: Yes, other imported tobaccos, Havana tobacco. 
Mr. Insuey: How much would that be? 
Mr. Miuter: We have not got the figure. 


Mr. SoMMERVILLE: Perhaps you would be good enough to prepare for us a 


statement showing what your total purchases were. 
Mr. Buextu: And the amount of tobacco. 


Mr. SomMmeERVILLE: And did those purchases not include purchases for the 


Tuckett Company or some of your subsidiaries? 
Mr. Miter: Yes. 


Mr. SomMERVILLE: So that the profits of these subsidiaries would be a 
factor also for comparison? 


_Mr. Miter: All dividends received would be included in those figures. 
Mr. SomMMERVILLE: But dividends do not represent anything like the profits? 
Mr. Miter: Not necessarily. 
Mr. Epwarps: Did that include purchases for the British Company, Mr. 
Miller? 
Mr. SommerviLLE: Not in 19380. You did in 1931 and 1982. 
Mr. Miniter: We bought nothing for the British Company in 1980. 


Mr. SoMMeErRVILLE: Then if you will prepare a statement of the amount 
which will show the entire amount of tobacco used by each of those dealers. 


Mr. Miturer: Used? 

Mr. SOMMERVILLE: Yes. 

Mr. Miuier: Domestic, American, or domestic and imported? 

Mr. SommeErvILLE: All kinds of tobacco used in your various grades. 
Mr. Mruter: Yes. 

Mr. SomMERVILLE: We would appreciate having that. 

Mr. Miturr: All right, sir. What year? 

Mr. SomMeERVILLE: For 1930, 1931, 1932, and 1933. 


Mr. Youne: When you say the total amount, do I understand that the 
Canadian tobacco used this year was purchased two years ago? 

Mr. Miter: Yes, probably two years ago. We would not begin using it 
for about two years. 

Mr. Bugs: It varies. 

Mr. Mitisr: It is eighteen months to two years before we begin to use it, 
and we will be using two or three crops at the same time. I understand Mr. 
EE i to say that he wants to know the value of the tobacco that we 
used. 

Mr. SoMMERVILLE: Purchased and used. 


for it. 

Mr. Sommervitte: And used, Mr. Miller. 

Mr. Miuizr: Used. 

Mr. Youne: The quantity of tobacco you used and the price you paid for 
it, and the amount of tobacco you manufacture this year and the price you 
paid for it. 


Mr. Miuuer: There would be tobacco purchased say three years ago used 
at the same time. 

Mr. SOMMERVILLE: Now then, Mr. Miller, the tobacco that you bought in 
1931 at an average of 22 cents, or 21-9 cents, I ‘think you said, you used that in 
the year 1931? 


Mr. Youne: The value of the tobacco you used and the price you paid 


NN ee 
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Mr. Buetu: We have not used it all yet. 
The CuHatrMan: So that the flue-cured tobacco bought in 1931 is still 


_ being used in your manufacture? 


Mr. Burtu: Some of it, yes. 
The CHatrMAN: And that was tobacco that cost you on an average of 22 


- gents? 


Mr. Bueuu: In 1931, yes. | 

The CHarrMAN: Yes, and in 1983 you were using the tobacco that was 
bought in 1930? 

Mr. Buretu: Some of it. We are still using some of it. 

Mr. SOMMERVILLE: In other words, the profits in 1933 were, to some extent 


at any rate, based upon tobacco that cost you a top of 40 cents and an average 


of 21 in 19380. 

Mr. Miurr: Yes. 

Mr. SOMMERVILLE: And in 1934 the profits also were based upon tobacco 
that cost you a top of 30 cents in 1931 and an average of 22. 

Mr. Mituer: Some of it. 

Mr. SOMMERVILLE: And then when you come to 1932 you had an average 


of 16 cents? 


Mr. Miuuer: Yes. 
Mr ~Buei.: 1° L(32.i, 
Mr. SOMMERVILLE: ‘The average for the whole crop was 16 something, 


and your entire purchases represented -1732, approximately 5 cents less than 
the previous year’s average. And the profits of 1934 then, will be affected by 


the cheaper tobacco that you bought in 1932. 

Mr. Mitter: To some extent. 

Mr. SOMMERVILLE: Yes, the cheaper tobacco will be reflected in the profits 
Of 1934. fh 

Mr. Mititzr: To some extent, yes. 

Mr. SOMMERVILLE: In 1931 you bought fourteen million pounds. 

Mr. Bueuu: 14,448,000. 

Mr. SomMeERVILLE: Say fourteen and a half million, and on a saving of 
approximately 10 cents a pound, that represented an additional saving to you of 
about $1,450,000. 

Mr. Buretut: We did not keep all of that tobacco. 

Mr. SOMMERVILLE: Well, you sold some of it. You sold that year—1931 
—a million pounds. 

Mr. Minure: 800,000 pounds. 


By Mr. Sommerville (to Mr. Miller): 

Q. Then you got 13,500,000 pounds?—A. Yes. 

Q. And on that, a saving of 10 cents represented a saving to you of 
$1,350,000; that is correct?—A. It would amount to that. 

Q. And 10 cents a pound represented approximately $100 an acre to the 
farmer, on a 1,000-pound average crop?—A. Yes. 

Q. So that the reduction of 10 cents a pound represented a reduction 
in the return to the producer of $100 an acre in 1931, over 1930, approximately? 
—A. Yes. 

Q. In 1932 you bought 15,469,000 pounds?—A. Yes. 

Q. About fifteen and a half million?—A. Yes. 

Q. Your saving, then, was some 14 cents over the price of 1930?—A. We 
Sold 3,500,000 pounds to the British Leaf Tobacco Company. 
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3,000,000 did you say?—A. 3,500,000. 
That left you 11,000,000 pounds?—A. 11,900,000. 
Approximately 12,000,000 pounds, we will say?—A. Yes. 
On that your saving was 14 cents over the price of 1930?—A. Yes. 
Q. That represented a saving to you of about twelve times fourteen; that 
would be $1,680,000?—-A. Yes. 
Q. That 14 cents a pound represented a difference to the producer of $140 
an acre, on a production of 1,000 pounds?—A. At 1,000 pounds per acre. ) 
Q. That is a very substantial reduction to the producer of any crop?—_ 
A. Yes. | 
Q. As a matter of fact, a difference of one cent a pound represents $10 | 
an acre to the producer, on a thousand pounds?—A. On a thousand pounds, ~ 
assuming a 1,000-pound yield. 
Q. I understand the average yield for some years, according to government 
reports, has been somewhere between 800 and 850 pounds?—A. That is right. 
Q. That is the government average?—A. Yes. 
Q. About 800 to 850 pounds? 


Mr. BueEtu: 850 pounds. 
Mr. SOMMERVILLE: We will say 850 pounds. 


Q. 
Q. 
Q. 
Q. 


By Mr. Sommerville: 

Q. One cent a pound would represent, on the average, $8.50 per acre?— 
A. Yes. 

Q. On the average crop of the flue-cured tobacco?—A. Yes. 7 

Q. Let me put it another way. We will put it in pounds. In the year 1931 
how many million pounds more did you get than in the year 1930?—A. Did we 
buy, you mean? | 

Q. Yes—A. Flue-cured? 

Q. Yes. I have got it here. In 1930 you bought 8,878,633 pounds of flue- 
cured tobacco?—A. Yes. | 

Q. And for that you paid $2,832,680.24?—A. Yes. 

Q. In 1931 you bought 14,378,259 pounds?—A. 14,448,000 pounds. 

Q. Yes; and for that you paid $3,155,276.35?—A. Yes, approximately. 

Q. And in 1932 you bought 14,560,000 pounds?—A. 15,469,000 pounds. 

Q. All right. I am just taking this from Mr. Sutherland’s report. You 
say 15,000,000?—A. 15,469,000. | 14g 

Q. And for that you paid $2,000,000°—A. $2,678,859.60. 

Q. That is to say, in 1931 you got approximately five and a half million 
pounds more of flue-cured tobacco than in 1930, for an additional price of 
$322,000; that is right?—A. Approximately right, yes. 


Mr. Factor: Jt is a matter of mathematics. 


By Mr. Sommerville: 


Q. You got 44 per cent more leaf, and paid 10 per cent more money 
than in 1930?—A. Approximately. 
‘ Bs In 1932 you got 6,000,000 pounds more leaf than in the year 1930?— 

. Yes. 

Q. And you paid $306,000 less for it, for your entire purchases?—A. About. 
$160,000 less; a little difference. 

Q. $160,000 less?—A. Yes. 

Q. You got an additional 6,000,000 pounds?—A. Yes. 

Q. And there was no change in the prices to the consumer of your cigar- 
ettes or your tobacco?—A. Yes, sir. 

Q. In 1932?—A. Well, during the whole period there has been a gradual 
reduction in prices all the way through. In the statement here— a 
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Q. But that was due largely to excise?—A. No, fundamentally, without 
~ regard to excise. 

@. We will come to that, Mr. Miller. In other words, in 1932 you got 
45 per cent more flue-cured tobacco than you got in 1930, and you paid 10 per 
cent less than you paid for the entire crop of 1930; is that not correct?— 
A. I didn’t quite catch that. 

Q. You got 45 per cent more tobacco?—A. More tobacco in 1931? 

Q. In 1932?—A. In 1932, yes. 

Q. Than you got in 1930?—A. Yes. 

@. And yet you paid 10 per cent less?—A. No, not 10 per cent less. 

The CuHarrMan: $160,000 less. 

aia Minter: Only a difference of $160,000. It would be about 6 per cent, 
- roughly. 


By Mr. Sommerville: 

Q. All right, 6 per cent less than for the entire crop of 1930?—A. Yes. 

Q. And in 1932 you got a very much better quality crop, didn’t you?— 
A. Than in 1930? 

Daet)...¥ 6S1—A, Y eS, 

Q. And you got a crop which, because it was harvested in a different 
way—by priming rather than by splitting the stalk—was a better crop for your 
purposes?—A. Yes. 

Q. And it cost considerably more to the grower to produce?—A. Some more, 
I think; not a great deal. I have dealt with that. 


By Mr. Edwards: 
Q. I think your statement dealt with that, where the grower gets more 
money for it?—A. Yes. 


By Mr. Sommerville: 


Q. Gets more money? ? Well, he got less money, at any rate, in 19380?— 
A. Gave him a better yield. 


By Mr. Edwards: 
Q. The lower leaves are harvested now, which were not harvested before, 
or were a loss?—A. Yes. 


By Mr. Sommerville: 
Q. You think he gets a better yield?—-A. Better insurance, less risk from 
frost. 


By Mr. Edwards: 
4 = The story is that the top leaves are the only ones exposed to the frost? 
—A. Yes. 

Mr. Factor: Would it not be well to go into that? Mr. Miller says the 
prices were reduced to the consumer. What was the reduction between 1930 
and 1932? 

Mr. SOMMERVILLE: 14 cents a pound, on an average. 

Mr. Facror: That is on tobacco. I am talking about cigarettes. 

Mr. Miter: Page 45 of our brief. 

Mr. Factor: It was reduced in 1930 to 3.8; in 1932, to 3.5. 

The CuHarrMANn: Yes, 3.5. 

Mr. Factor: That is .3 cents. 

Mr. Murr: It is reduced, less sales tax. 


By Mr. Factor: 


Q. Never mind the sales tax. Take sales value, excluding the sales tax. 
In 1930, according to your own figures, it is 3.8?—A. Yes. 

Q. In 1932, 3.5?—A. That is right. That is 30 cents a thousand—382 cents 
a thousand, approximately, for cigarettes. 


By Mr. Isley: 


Q. At the close of the last day you were asked a question, whether on 
Turrets and other brands there was any reduction. You said, “No.” Mr. 
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Sommerville said we would let it rest at that for the moment. What was the 
reduction then in cigarettes?—A. Well, various other brands, a good many other + 


brands of cigarettes—well, half a dozen prominent brands of cigarettes. 

Q. Some brands were reduced?—A. Yes. . 

Mr. SomMErVILLE: We will come to the question of reduction in prices in 
a very short time. 


Mr. Insurer: All right. 


By Mr. Senn: 


Q. May I ask a question there? It is rather aside from the point, but it is 
in regard to the method of harvesting by farmers. You asked the grower, Mr. 
Miller, to undertake that different method because you thought it would furnish 
a better quality of leaf for yourself?—A. Well— 

Q. For your use?—A. Well, for the general use, for the whole. For our 
use, for the other manufacturers’ use, and for export purposes. 

Q. That is the question I wanted to ask. Does the export trade prefer 
tobacco harvested in this new way, to that harvested in the old way?—A. Mr. 
Buell says some manufacturers in England would really do so. 

Q. I was informed that the export trade preferred tobacco marketed in the 
old way. Are you prepared to express an opinion on that—A. Not without 
consulting Mr. Buell. I never discussed that particular point. 

Mr. Senn: I was told that quite definitely. 

Mr. Boutancer: What is priming? 


Mr. SoMMERVILLE: Removing the leaves as they ripen, and curing them as 
they are removed. The old method was to split the stalk and cure the whole 
thing together, and that left some of it wasted, your top leaves. 

Mr. Miuter: Might I answer Mr. Senn’s question? 

The CHAIRMAN: Yes. 


Mr. Miturr: Mr. Buell says that he understands that Messrs. Gallaher, 
Limited, who buy some of this tobacco, prefer probably the stalk cured method, 
but that the Imperial of Great Britain definitely prefer the priming. 

Mr. Senn: All right. 

Mr. Miter: That is to the best of our knowledge and belief. 

The CHAIRMAN: Let us get along. 


By Mr. Sommerville: 


Q. I understand the export trade can and does use the stalk cured tobacco? 
—A. The export trade can and does? 

@. Yes?—A. I understand so. 

@. And that in a large proportion of purchases they do prefer it to the 
priming method?—A. I understand that the bulk of the tobacco grown, for 
instance in the United States, is primed; and most of the tobacco outside of 
these new empire types, comes from the United States. So I would think they 
would prefer, on the whole, the primed tobacco. 

Q. Will you tell me what happened with the crop of 1932? We have been 
dealing with the crop of 1931. In 1932 the farmers had grown Orinoco and 
Yellow Mammoth, at your suggestion, had they not?—A. Well, yes. 
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Q. And they had harvested it by the priming method rather than the split 
stalk method?—A. Yes. 

i Q. That meant that their crop was harvested a couple of weeks earlier than 
by the split-stalk method?—A. Yes. 

Q. That meant that the crop was ready for the market two weeks earlier 
than ordinarily by the split-stalk method of harvesting?—A. Yes. 

Q. That would mean that your market would open—you being the largest 
purchaser—two weeks earlier than you had formerly opened the market on the 
split stalk tobacco?—A. Naturally that would seem to follow. 

Q. And as you had opened the market by October 6, for the two previous 

' years, that would indicate that the market might reasonably open some time 

in the month of September?—A. Yes. 

Q. Will you tell us why it was that you delayed the opening of that market 
till October 26, when the farmers had their entire crop harvested, cured and 
awaiting the purchaser in the month of September? The 26th of October was 

the date fixed in 1932?—A. Well, I think we tried to cover that very clearly 

_ with Mr. Sutherland, in his inquiry into that matter. 

Q. Apparently you didn’t do it with success, because Mr, Sutherland finds 
that not only did you delay your own purchases, but that you had in your 
possession in the month of September an order for 1,000,000 pounds from the 
Imperial of Great Britain. 


Mr. Buetu: 850,000 pounds. 


By Mr. Sommerville: 


Q. Let me see what Mr. Sutherland says about that. At page 13, in that 
first paragraph, Mr. Sutherland states:— 


From evidence obtained it appears that the Imperial Tobacco Com- 
pany of Canada were mainly responsible for a delay of nearly three 
weeks beyond the usual time in opening the market for the purchase of 
the flue-cured tobacco crop of 1932. This delay caused much uneasiness 
and had a very disturbing effect upon growers of tobacco. Correspon- 
| dence between the Imperial Tobacco Company of Canada and the 
| Imperial Tobacco Company of Great Britain and Ireland shows that 
| on September 23, 1932, an order was placed with the former company 
| by the latter for the purchase of 1,000,000 pounds of flue-cured tobacco 
| from the 1932 crop with the probability of an order for another 1,000,000 
pounds the following week. 


* 


Then he goes on to say :— 


The correspondence shows conclusively that the Imperial Tobacco 
Company had instructions, before the usual time for opening the market, 
to purchase a substantial quantity of tobacco for the Imperial Tobacco 
Company of Great Britain and Ireland, yet the opening of the market 
was delayed. 


Why did you delay the opening of the market for one month in the fall of 
1932?—A. Well, I think that has been covered in our brief. 


By Mr. Factor: 

Q. But can you not make some short explanation, Mr. Miller?—A. Well, 
in the first place, there was no deliberate delay with any intention of trying to 
cause any trouble or uneasiness or worry by the farmers. It so happens—Mr. 
Sutherland didn’t mention it, and I don’t know how much bearing one incident 
in it had—that Mr. Buell who was handling all our leaf matters at that time 
really was laid up in the hospital and was in very bad condition. We had been 
negotiating and talking with the British—I mean, with the Imperial Tobacco 
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Company about orders for tobacco, and as to how much we ought to buy. We 
were in quite a quandry. There was a big crop, even bigger—as I remember 
it—than the previous year, the largest crop they had ever had. There seemed 
to be no reason for hurrying into opening the market sooner. We didn’t want 
to rush in, or anything of that sort. 

Q. You never rushed?—A. Sir? 

@. You never had rushed in your history. You opened after due delibera- — 
tion always?—A. Yes. | 

Q. On previous occasions?—A. Yes. 

Q. And why didn’t you open with the same due deliberation a month 
earlier on this occasion?—A. Well, just as I tried to explain to you: we were © 
waiting for these orders finally, and waiting for Mr. Buell, and there was not 
any particular reason for hurrying about it, and we just did not do it. | 


By Mr, Kennedy (Winnipeg): 


Q. In what hospital was Mr. Buell confined?—A. In the Royal Victoria. | 
Q. In Montreal?—A. Yes. 


By Mr, Sommerville: | 
Q. For ten days, I understand. 
Mr. BuEti: Something of that sort. 

| 


The Witness: I do not put that as the whole, but it had a bearing on it. 
Mr. Buell is our principal officer and he was in the hospital. We could not 
discuss the matter. 


By Mr. Sommerville: 


Q. Before he went into the hospital you had already made up your minds 
as to the quantities required. You had already had orders from the Imperial. 
You had Mr. Lea right there at Montreal to carry out the buying instructions, 
and you knew what your needs were. Now, do you want to tell the committee 
that the only answer you can give for delaying the buying was the presence 
of Mr. Buell in the hospital for ten days?—A. No. That was one of the con- 
tributing factors. 

Q. Now, that is different. I am sorry to refer to it, but his condition was _ 
not such that he could not be seen?—A. No. 

Q. And, as a matter of fact, he was consulted regularly?—A. Yes. 

Mr. Factor: As a matter of fact, you wrote a letter on September 28 to 
Mr. Reed, manager of the leaf department saying, “We have not set any special 
date for opening the market, but in all probability it will be within the next 
two weeks.” So, on September 28, there were negotiations about the opening 
of the market? 


The Wirness: Well, negotiations— 


By Mr, Sommerville: 


@. Do you say, Mr. Miller, that the effect of delaying the market—perhaps 
I will put it to you this way: do you agree with Mr. Sutherland in his finding 
that the delay in opening the market will have a direct bearing on the effect 
of the prices being paid?—A. What page is that? 

Q. On page 14. I will deal with the latter part of the quotation. I will 
read the whole quotation. Mr. Sutherland adopts the quotation from the report 
of the Federal Trade Commission of the United States on the tobacco industry 
dated December 11, 1920, containing the following under section 7, page 58:— 


According to the testimony of numerous tobacco producers, dealers, 
warehouse men, and buyers, as well as the correspondence of the large 
manufacturers and dealers, one of the most important causes of the 
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decline in the price of leaf tobacco during the 1919-20 season was “holding 
off’ the market and buying “under cover” indulged in by the large 
tobacco manufacturers. The effect of these practices varied, but was 
most apparent in those markets where the companies using the methods 
were important purchasers. As a general proposition, it is recognized 
by those experienced in the trade, that “holding off” the market, even 
temporarily, by any concern which purchases a substantial percentage 
of the tobacco sold on that market, will have a direct effect on the prices 
being paid. 


Now, that is a statement of the Federal Trade Commission of the United 
States investigating the buying methods in certain big companies with which 
you were associated—with which your company is associated in the United 
States?—A. Well, don’t you think it is fair to read on? 

Q. I will read that afterwards. Do you agree that that had a direct effect 
upon the prices being paid?—A. As explained there, yes, in the United States. 

Q. Now, is it not a significant thing—at least, it appears so to the growers, 
and we would like to have your explanation of it—that the very first year in 
which you have a southern buyer, Mr. Lea, in charge of operations completely 
and exclusively, this holding off the market is indulged in?—A. Well, it had no 
bearing, so far as I know, or believe, on the whole situation. 

Q. Who suggested waiting until the 26th of October?—A. I do not think 
that anybody made any direct suggestion to hold off or to delay until the 26th 
of October. 

Q. Surely, Mr. Miller, when you knew your crop and when you knew your 
quality and when you knew your requirements?—A. We did not know all our 
requirements. 

Q. You knew your own?—A. Well, yes. 

Q. And you knew just as much as you had even known them in the history 
of your company?—A. I suppose so. 

Q. So that when you knew your own requirements and on top of this you 
had an order for a million from Great Britain?—A. Yes. : 

Q. Does it not occur to you as a very strange thing that your company 
should not, in the month of September, have been very seriously considering 
the question of going out and getting your requirements?—A. Well, we were. 
I believe this letter refers— | 

Q. You were considering, but why did you hold off the market if you. were 
considering—why did you hold off for a month?—A. I cannot answer it. 

Q. Who fixed the date for opening?—A. So far as the exact date, I think 
it must have been finally with Mr. Buell to make the final date. 

Q. Mr. Buell, why did you fix the date as October 26, instead of Septem- 
ber 26? ele 

Mr. Buetu: Well, our requirements, plus our orders we had, and in view of 
the largest crop that had ever been grown, we were trying to persuade the 
Imperial Tobacco company of Great Britain and Ireland to give us more sub- 
stantial orders before opening the market. i bi . 

Mr. Sommerrvitte: Yes. You had all your own requirements which were 
ten millions or more; you had already a million from Great Britain, and that 
constituted a larger order than you had ever been given for tobacco in your 


history, except in the year 1931. Now, why did you hold off? You knew that 


Gallahers were here ready to buy. 
Mr. Bueuu: I did not know anything about Gallahers.  _ 
Mr. Sommervitte: Mr, Buell, Gallahers were here in 1930 and Gallahers 
were here in 1931. ; he ; 


Mr. Burt: I said the quantity— 
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Mr. SoMMERVILLE: I do not care what you knew about the quantity. You 
knew they were here to buy, and you knew they did not go into the market and 
never had and nobody else had gone into the market until you got started. 
Why did you deliberately delay the opening of that market for thirty days if | 
it was not for the purpose of putting into effect the depressed price which you 
were then going to pay for the 1932 crop? 

Mr. Burt: It was not to depress the prices. 


Mr. SOMMERVILLE: The immediate effect was to depress the price, was it | 
not, Mr. Buell? 


The WitnEss: You mean the price was lower? 

Mr. SoMMERVILLE: Very much so, Mr. Miller; and the immediate effect of 
it was to make that market soft when you did go onto it and subject to easy — 
pressure, was it not? Was not that the effect, Mr. Buell? . 

Mr. Burui: That is what developed. | 

Mr. SoMMERVILLE: And, as a matter of fact, you bought tobacco cheaper | 
that year than you had ever done in your history? | 

Mr. Buruu: That is under the protection— 

Mr. SomMMERVILLE: And it was the finest quality you ever bought. | 

Mr. BueEuu: Yes. 


Mr. SoMMERvILLE: And may I suggest to you that you had at your left — 
hand Mr. Lea, the buyer who had been purchasing for your people in the 
United States, and that he advised you to stay off the market until October 26? 

Mr. Buetu: Mr. Lea was not responsible for that. 

Mr. SoMMERVILLE: Well, who was responsible? 

Mr. Burt: There is no fixed date for opening the market. | 

Mr. SomMeERrvVILLE: Now, Mr. Buell, are we going back to that?—Do you | 
honestly want this committee to believe that the reason you stayed off that 
market was because there was no fixed date for the commencement of the | 
market—do you? I know it is embarrassing, but we want to know from Mr. . 
Buell what were the influences that actuated you or your buyer Lea in staying 
off the market if it was not his knowledge of the practice in the United States | 
that had resulted in the depressing of the price to 7 cents the previous year. 

The CuHarrman: Can you not give us any information? 


Mr. Buetu: In the face of the very large crop and the fact that at that time 
we did not expect to buy as much as we ultimately bought we did not want to 
go into the market and leave so much of it in the hands of the farmers which 
would have to be sold for depressed prices. 


Mr. SoMMERVILLE: You were not thinking about the prices the farmers 
would sell his crop at; that is not the motive, is it? If so, why did you not raise 
the price to 30 cents and then he would not have had any depression? 

Mr. Bueuu: If we raised the price to 30 cents and we had taken up our 
requirements that would have made the situation worse because those that did 
not sell could not have sold their tobacco. 


Mr. SoMMERVILLE: They did sell, didn’t they? The whole crop was taken, 
was it not? 


Mr. BuE.u: Ultimately. 


Mr. SOMMERVILLE: And it was taken at a price, and the price was set by 
you at the beginning, was it not? 
Mr. BuELL: Yes. 


Mr. SomMervILLE: And if the price had been 24 cents instead of 20 cents 
the crop would have been taken just the same? 


cern me 
ad 
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The CHAIRMAN: There is no question about that, Mr. Buell, is there? 
Everything we have heard makes that so abundantly clear. I do not see why 
you should hesitate to answer that. You opened the market; it is admitted by 
all; and the price you set is the price really that others followed. Others will 


~ give evidence to that effect. 


Mr. Bueuu: The prices we paid for our purchases were higher than any 
other buyer paid. 

Mr. SOMMERVILLE: Oh, yes, because you got the first chance; you got the 
higher quality. 

Mr. BUELL: This is by the firn— 

Mr. SOMMERVILLE: It does not amount to a cent a pound on the average 
more than was paid for the whole crop. 

Mr. Bueuu: In 1932? 


Mr. SoMMERVILLE: In 1932. Your average was 17 and the whole crop sold 
at 16 cents. Now, is that a fair position to put the producer in after he has 
raised and finished his crop, has cured it according to your own suggestion, and 
has spent a lot more money to cure it that way—is that a fair position to put him 
in, and then go out and reduce the price still another 20 per cent? 

Mr. BUELL: We had recommended in a circular letter that the crop be 
reduced, and instead of reducing it they increased it. 

Mr. SOMMERVILLE: Yes, but Mr. Buell, your circular letter said one thing 
and your buyers went out and did another thing, and who could believe a circular 
letter when you did just the opposite? Let me give you an illustration: you sent 
a letter to ask the producers to reduce the crop in 1931, did you not? In 1931 
when your producers came into the field with new crops, instead of sticking by 
your old farmers and instead of encouraging the reduction in the crop you went 
out and bought from the new farmers and left the old farmers high and dry; 
now, didn’t you? 

Mr. Buewu: The old farmers high and dry? 

Mr. SOMMERVILLE: Yes. Lots of them. In other words, you bought the 
crop of the new men who came into the field. 

Mr. BuELu: In 1932? 

Mr. SOMMERVILLE: In 1931 and in 1932 also. Is not that a fact? 

Mr. BuELL: We buy tobacco from— 

Mr. SOMMERVILLE: From anybody that grows it. 

Mr. BUELL: —the farmer that has got the best tobacco for our use. 

Mr. SomMervinie: Certainly. That is the point I make. And if your cir- 
cular letter meant anything to those farmers it meant: if you will reduce your 
crop you will be better off for reducing your acreage; and then you go and buy 
from a man who does not observe that but comes along and starts to grow crops. 
Now, in that situation, what is the farmer to believe? There was your circular 
letter and there was your buyer; don’t you see how the one was offsetting the 
other? 

The CHARMAN: Of course, that does not explain the delay. 

Mr. SOMMERVILLE: No, it does not. 


The Committee adjourned, to meet at 4 o’clock. 
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AFTERNOON SESSION 
The Committee resumed at 4 o’clock. 


By Mr. Sommerville: 
Q. Mr. Miller, at any rate, with reference to the staying off the market 
until the 26th October, and with reference to the reduction in price both in 1931 — 
and 1932, there appears to be no reasonable explanation for either?—A. Well, 


there are one or two remarks I would like to make with respect to some of them 
Mr. Sommerville. 


Q. You want to supplement what was said with reference to it this morning? 
—A. Or emphasize it, yes. 

Q. If you will; because we are anxious to find if there was any reasonable 
excuse for either of those moves?—A. Well, I might explain that when we saw 
that the quantity of tobacco being grown by the farmers was increasing beyond 
the domestic requirements, we did try and had been trying to influence and — 
interest the Imperial Tobacco Company of Great Britain in using some or a lot ; 
of this tobacco. They had shown an interest in this tobacco, and in our opinion | 
we thought that they could be interested to a considerable extent; and we were 
faced with a big crop—I think it was the biggest crop we have ever had, 
29,000,000 pounds. 

The CHarRMAN: What year? 

The Wirness: 1932, and one of the chief factors in determining when — 
we should start buying, or what price we should pay for it, is the quantity that 
we see that we can buy, particularly in relation to the total crop that is going 
to be available, at the time, any time around the first of October. And, there 
was no set date for any opening of the market such as referred to. We had 
orders in hand from the Imperial Tobacco Company of Great Britain and 
Ireland. We had one dated September 22, for 851,000 pounds; another one 
dated September 27, for 500,000 pounds, and a further one for old tobacco 
for 500,000 pounds, which we were to supply out of our old tobacco, 
because they wanted to use it right away, and which we could replace 
out of that crop. We had hopes that we would get considerably further orders 
from them, and that, together with what I have mentioned about Mr. Buell, 
the principal officer concerned being ill in the hospital around that time, was 
the reason why we did not start buying sooner that we did. And we did receive 
later further orders from the British company, the Imperial Tobacco Company, 
one dated November 7 for 500,000 pounds, November 15, 1,000,000 pounds, and 
another one for 1,000,000 pounds of old tobacco, which we let them have out 
of our own tobacco, so as to further the export business of Canadian tobacco; 
and we think that had a good deal to do with our delay, or as it was referred 
to, as delay. 

Q. Now, let us take these two reasons. First, the orders that you received 
in November had nothing to do with the delay?—A. No, we were looking 
forward to other orders, and we did get them, which proved we had interested 
them and there was some Justification for it. 

@. And you had, by the 27th of September orders for 1,370,000 odd pounds? 
—A. 1,851,000. 

Q. Is that all new tobacco?—A. It is the same thing. We, presumably, 
were going to replace it, otherwise we would not let them have it. 

. You had orders, then, by the 27th of September for 1,851,000 pounds? 
—A. Yes. 

Q. These were the largest orders you had ever had from the Imperial of 
Great Britain and Ireland up to that date?—A. Yes, I think so. 

Q. That was received ten days before the ordinary date for the opening 
of the market, the 6th October?—A. Well, the market— 
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Q. Let me put it this way: Ten days before the date upon which you 
had opened the market for the two previous years?—A. There has never been 
any fixed day, sir. Here is the first date of the 1926 purchase. We opened on 
October 19. 

Q. Come down to a period nearer those with which we are dealing?—A. 
1927, October 12; 1928, October 18; 1929; October, 10; 1930, October 6; 1931, 
October 6. 

Q. Yes?—A. 1932, October 26. 

Q. So that at any rate for the previous two years having opened the 
market on October 6, you had in the year 1933 in your possession, the largest 
orders you had ever received from the Imperial Tobacco Company of Great 
Britain and Ireland and you had your own requirements to meet?—A. Yes. 

Q. In other words, you had the largest requirements or the largest purchas- 
ing program in your possession on September 27, 1932, before you opened the 
market— —A. We also had facing us the largest stock or crop that had ever 
been produced? 

Q. You had facing you the largest crop?—A. Yes. 

Mr. Kennepy (Winnipeg): And other substantial orders in prospect? 


The WITNESS: Yes. 


By Mr. Sommerville: 

Q. You had in addition substantial orders in prospect?—A. Which mate- 
rialized. 

Q. Do you say to this committee that having to meet that requirement 
on the 27th of September, you deliberately delayed the opening market until 
the 26th of October because of some possible prospective orders of another 
million or two from Great Britain?—A. I do not say that was the only factor. 

Q. And is it not a fact that having this requirement and withholding your 
purchasing from the market from the 27th of September to the 26th of October, 
it had a very serious effect upon the market itself?—A. You were speaking of 
there being a sort of panic condition prevailing before we started buying. I 
have no recollection of any such condition having prevailed. 

Q. You have no recollection of that?—A. No, sir. 

Q. That seems very strange, because that is the thing that is accentuated 
throughout the whole district?—A. I have inquired, and checking my own 
memory and from everything we know of, we have no recollection of any such 
panicky condition. We do not mean to say that there were not dealers and 
farmers, maybe, inquiring, when are you going to start buying, or something of 
that sort; but no panicky condition or anything of that sort, nothing approach- 
ing it. We have no recollection of any such condition as that, Mr. Sommerville. 

Q. Have you any other explanation than that which you have now given 
us for either the reduction in price or the delay in opening the market, because 
we want to give you ample opportunity to make any possible explanation; or 
have you covered it all?—A. Well, it is hard to remember the whole subject, 
but I wanted to add to what has been said, this further information. 

Q. I do not want you to think I have not given you every opportunity 
to explain everything?—A. That is very kind of you, that is why I appreciate 
i I do not know whether you have read the report to the registrar, or not, 

ut— 

The CuarrMAN: We are more concerned with your answer now; never 
mind the report. 

The Wrirness: Yes; I think broadly speaking, that is all. 


By Mr. Sommerville: 


Q. When you did open the program, you fixed the price at an average of 
17 cents?—A. May I make one or two other explanations? 
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Q. Yes, if they have any bearing upon the subject?—-A. The holding off of 
the market which is referred to—more or less the same subject sir—I just 
thought it might be—you referred to the report of Mr. Sutherland, about the 
fact of holding off the market in the United States, and you referred to page 14, 
of the report sir. 

Q. Yes; there was a paragraph I was going to read?—A. I think it should 
be read. 

Q. At this time?—A. I would appreciate it, sir. 

Q. Page 14, of Mr. Donald Sutherland’s report. 


The term “ holding-off’’ the market is not applicable in Canada 
in precisely the same sense as used in the United States. Strictly speak- 
ing, there is no market in Canada. The company making the first pur- 
chase, however, has come to be considered as opening the market, and 
the period of buying that follows is regarded as the market. When a 
grower has harvested his crop he awaits the arrival of a purchaser, and 
when a buyer appears there ensues the process of dickering as to price, 
with varying results, often influenced as was the case in 1932, by financial 
circumstances and the eagerness of the grower in making a sale. When 
asked for an explanation as to the delay until October 26th in opening 
the market, the Imperial Tobacco Company of Canada submitted the 
following, under date of February 2nd, 1933. 


That is the paragraph?—A. Yes. 

Q. That is to say, the holding off the market here is not the same as in the 
United States?—A. No, sir. 

_  Q. In the United States, where there is a reference to holding off the 
market, the market is an auction market?—A. An auction market. 

@. And the leaf is graded and sold under grades in the auction rooms?— 
A. To the highest bidder. 

Q. To the highest bidder?—A. Each pile. 

Q. And the holding off the market there means that the bidders do not 
come in?’—A. Do not come in. 

Q. And bid?—A. Yes. 

Q. And the result is a poor market?—A. Quite. 

Q. Well now, if the bidder does not come into the farm for 30 days after 
the crop is ready, has not that the same effect of softening the market or 
making it more pliable when the pressure is put on?—A. I was not meaning— 
I only wish to add that observation of Mr. Sutherland’s, to what had been pre- 
viously read by Mr. Sommerville. 

Q. I appreciate the way the marketing is done.—A. I did not know whether 
the other members of the committee appreciated it or not. 


The CHairMan: Yes, we had it all explained, Mr. Miller. 


By Mr. Sommerville: 


Q. The result is the same, is it not, Mr. Miller?—A. I do not think go sir. 
It has been stated that we make the top price, make the prices or the high 
prices. 

Q. Yes.—A. Well, it seems to me—I am just making an observation to this 
question, sir—if we had wanted to force down the price, I would assume there 
was not much reason for our waiting. We could have forced it down on the 
6th of October as well as we could on the 26th October, on that kind of basis. 

Q. You think you would have?—A. I do not see it has any special bearing. 

@. You think the men would not have had more resistance on the first of 
October than you found on the 26th October?—A. No, sir. 

Q. You do not think so?—A. No, sir. 
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Q. Apparently opinion throughout the district was that it had a very serious 
effect, and Mr. Sutherland in his report finds that it had a big effect upon the 
- market?—A. Yes—that is a matter of opinion. 
Q. Yes. When you did open the market, do you know the method adopted 
in buying that year as against the method adopted in previous years?—A. No, 
_—well, before, if you do not mind, we had a lot of questions about this 1931 
crop on this Birdsall affair that was mentioned. Could I make some observation 
upon that? 
Q. Yes—A. I have a copy of what is called, I think, the “Crop Book” that 
_ you mentioned before, the Birdsall Brothers, you remember them? 
i Q. Yes.—A. It had 25 cents, or 25 marked at the bottom. 
Q@. Yes——A. Well, we have been trying to understand just what that did 
mean, or what significance there was with regard to that 25 cents, if any; and 
as near as I can find out, we do not know what it means. In most every other 
instance in that book, the pencil figure down there refers to the number of 
_ kilns. 
| Q. No, Mr. Miller. Wherever the pencil number refers to the number of 
kilns, it is opposite the number of kilns, and in Birdsall’s case—A. Is it? 
‘Q. Just look at it. In Birdsall’s case it does not mean the 25 kilns. Look 
at it again?—A. I am trying to find an explanation, sir, but you will see at 
the top one possible exception—you will find it is marked 15 acres good, 5 
acres medium light. Now, as I understand it, Birdsall Brothers and John 
- Birdsall, who was one of the brothers, owned this farm together. There were 
- two crops of tobacco raised on it. One was approximately estimated at 20,000 
pounds which belonged to Birdsall Brothers. There was another small crop on 
the same farm, which belonged to John Birdsall himself, amounting to 3,500 
pounds of tobacco, which is not referred to in the crop book. That is a matter 
I will explain later. I have a gentleman here who is familiar with that 
territory, and he will explain that to you. Now, that is a total of 23,500 pounds, 
which is roughly, 25 kilns. That-may be the explanation. I am not trying to 
say it is, but it may be. We don’t know what the explanation is. Well, of 
course each man has those crop books, or had at that time anyway, and they 
used them pretty well and wrote on the book what he thought would give him 

the best information about crop conditions. And they did it sometimes in all 
kinds of ways, made all kinds of memoranda in them. Now, it so happens 
that here we have the contracts which show that on October 17th there was 
purchased from Birdsall Brothers—mind you, it is all one farm, one of the 
Birdsall Brothers had raised a crop,—a crop, and on the same line we find 
another one by John Birdsall, 20,000 pounds, which is bought at 17 cents from 
Birdsall Brothers, signed for by John W. Birdsall himself, and on the same day 
3,900 pounds bought from John W. Birdsall, at 25 cents, bought from the same 
man at a different price. Why? It is perfectly evident a difference in the 
values of the crop, the whole crop was not the same value. 

Q. Is it not equally evident that that was the price that was offered by 
Imperial?—A. No. I tell you what it might have been; it might have been the 
price that we were going to offer John Birdsall for this little lot of 500 pounds. 

@. Over it are the words “all” and “covering”?—A. All right, we bought all 
of it, sir. 

Q. But not at 25 cents?—A. I think that refers that we bought all, or 
were going to buy all— 

Q. I think that is true?—A. You will find some places where we sold 
Canadian leaf to this person or that person. 

Q. I think you are right. What you meant was that you were going to 
buy all the ftue-cured at 25 cents; but when the buyer went to buy he bought 
the bulk of it at 17 cents, and some of it at 25?—-A. He bought it from the 
same man although they were different interests. So I mean there is no reason 
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to think that there was any cut-down, except the quality; the man here was a _ 
man selling two crops out of the same barn. ; 

Q. Yes?—A. I understand that that all has been inspected but not by— | 

Q. At any rate, you did buy that particular crop on that occasion?— | 
A. Yes;sir: | 

Q. Now, Mr. Miller, when you were talking about having various grades 
from the same man, is it not common practice that when you go in you will | 
offer say 20 cents for so many thousand pounds, and 5 cents for so many | 
thousand pounds?—A. Sometimes I think that happens. ! 

Q. Is it not a fact that that is the point of the contract which is referred | 
to in Mr. Sutherland’s report; and is it not a fact that these figures are just | 
put in there so as to scale down the price paid for the crop; that is, the lower | 
figure—5 cents?—A. No, I think it is a matter—without—this is just my idea, | 
my explanation, sir; that you are going to a man and say you want to buy his ; 
crop; you say you are willing to give him, we will say you may be willing to | 
give him 25 cents for his crop—I am just using this as a hypothetical case, you 
see—some of this tobacco is not as good as the rest of it; eventually you come 
to an understanding where we will buy some of it at 25 cents, some at 18 cents, 
and it will work out on an average to somewhere around—a matter of 
negotiation. 

(. But if you offered 20 cents for some and 5 cents for the balance, is it 
not a fact that you are not allowing the farmer to give you 5 cent tobacco 
without insisting on him giving you all of it?—A. I have not heard of that, sir. 
That is the tail-end of the crop. 

@. No, no; that is not the tail-end of the crop at all?—A. I mean, on the 
tail-end of his buying; that is more or less the nondescript part of the crop. 

Q. Is that what you think it is?—A. I think so, yes. 

Q. Mr. Miller, let me tell you this: if there is a condition of that kind in 
the contract and it applies we will say to 5,000 pounds at 5 cents a pound and 
20,000 pounds at 20 cents a pound, the first 5,000 pounds delivered to your 
warehouse is paid for at the rate of 5 cents a pound, and it may be the best 
part of the whole crop; so I am told. 

Mr. Lea says that is right. So then, it is not the nondescript part of the 
crop. It may be the very finest portion of his leaf; but you insist on getting 
at least the first 5,000 pounds of that crop at 5 cents?—A. Wait a minute. 
Excuse me a minute, sir. I have just got an explanation that I understand to 
that, Mr. Sommerville; that is true. I did not realize it myself, but as a matter 
of practice; and when the poorer tobacco does come in, he is paid 20 cents for 
that poorer tobacco for the amount of the 5 cent. It amounts to the same thing, 
and they tell me there is no objection on the part of the farmer. 


By Mr, Ilsley: 

Q. It indicates great anxiety on your part to get that cheap tobacco?— 
A. Would it work that way? 

@. What other reason would there be for it?—A. I was just trying to find 
out. Except the matter of. keeping the books straight, clearing out these; 
because as I understand it what comes in later, say it was for 25,000 pounds at 
20 cents and 5,000 pounds at 5 cents; suppose it was 27,000 pounds, he gets 
22,000 pounds at the higher price. Of course, as to anxiety for cheaper tobacco, 
we have got to have cheaper tobacco as well as anybody else. 

Q. That is the point Mr. Sommerville was making; your anxiety to get 
that 5 cent tobacco. 

Mr. SOMMERVILLE: Why wouldn’t you like to get the 5 cent tobacco? This 
is getting to be like the differential on hogs. 


Mr. Iustby: That is the reason for it. 
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The Witness: Pardon me, sir, I am awfully sorry to be taking up the time 
of the committee this way; you were asking about— 


By Mr. Sommerville: 

Q. Why would you not like to get 5 cent tobacco if it is of that quality ?— 
A. I do not think we would particularly object to his getting more than 
5 cents; we could buy probably some of the lower grades of tobacco without 
having bought these high grades all. 

Q. I am told, Mr. Miller, that is the explanation; I am told that the rule 
is that you buy tobacco, and a man says, “Now that tobacco is Just as good 
as the tobacco of my neighbour across the road, and you know it,” and so to 
satisfy perhaps his pride in his tobacco, you will say, well, we will give you 
the same price as the man across the road for a certain amount of it, but the 
balance of it we will reduce to a price so low as to bring it down to our average? 
—A. I have not heard of it. 

Q. Well, there are a lot of things you are coming to learn about now 
apparently ?—A. I have been eight years trying to find out some of these things 
that I never heard of. 

Q. But you knew about the panicky conditions that existed up there?— 
Ere y Gs, Sir: 

Q. We have a sworn statement here: 


Probably what led up to this, we knew in 1932 some crops were 
sold as low as 14 and 15 cents. Those were just as good as a few crops 
that were sold at 24 cents—a wide fluctuation in the market. This was 
one means of trying to correct the fluctuations in the market. We had 
panicky conditions in 1932. I have explained how propaganda was spread 
until the growers were in a state of panic, and how the market broke, 
and we appealed to Colonel Kennedy. We went to Colonel Kennedy and 
said, “Something has to be done; prices are dropping simply out of sight.” 


A. But this is after the opening. 

Q. Ah, this is after it has opened. You had a panicky condition, then you 
opened under that condition and immediately prices dropped, and the farmers 
then got into such a condition that they went to Colonel Kennedy, the Minister 
of Agriculture, and he in the second week of your operations, made an announce- 
ment that the government would stand behind the growers to the extent of 
guaranteeing the processing of the tobacco; and then he goes on to say: 


Once the announcement was made that a system had been evolved 
whereby the growers could have their crop graded and processed, so 
that they didn’t need to sell, the market started to stiffen. 


Is that true?—A. I do not know, sir. 

Q. Can any of your cohorts give us any answer as to whether or not that 
is a true statement?—A. As to whether the prices went up after Mr. Kennedy— 

Q. Yes?—A. We haven’t any information on it. 

Q. You haven’t any information on that at all, I see. By the way, you 
had this morning a list of the persons from whom you bought the 1931 crop, 
that would be helpful to us in our examination of these books—the 1931 crop, 
and the 1932 crop—the list of the names of the persons from whom these were 
bought, and the amounts paid for them?—A. We will furnish you with that. 


By Mr. Kennedy (Peace River): 


Q. The other day we were told that instructions were sent to the buyers 
that they were buying just a little too high on the average. They were 
instructed to buy more lower priced tobacco. It seems to me that the buyer 
has this book as a guide, and gets instructions of that kind the figures in there 
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must specifically refer to price, or there must be something else, there must 
be a specific reference to price. 


By Mr. Sommerville: 


Q. Might I suggest that we are going to go into the books to-night when we 
have a little more spare time. We may be a little more familiar with some 
of the features of it for further examination of it to-morrow. By the way, 
you had that statement this morning; it will help us in our study of these books 
to-night.—A. Very well, we will let you have it. 

Q. If you will just leave it with us before we go?—A. Yes. 


By Mr. Kennedy (Winnipeg) : 


@. Mr. Miller, in this Sutherland report, at the bottom of page 14, and 
continuing on page 15 to the bottom, your company’s report was there quoted 
as giving an explanation for the so-called hold-off or delay, your opening being 
for the 1932 crop (at the bottom of page 15): “Substantially, the factors recited 
above were mainly responsible for delaying our purchasing until the 26th 
October.”—A. Yes, sir. 

@. Now, there is no mention made there whatever of the illness of your 
officer, Mr. Buell, as being a contributory factor?—A. I realize that. 

Q. Well, you stress that to-day, but it does not appear in the Sutherland 
report?—A. No, sir, we did not like to bring in the personal side of the thing 
along these lines. We thought that it was not necessary; we thought it was 
justified without it. 

@. Did you not consider it a substantial factor in the delay in opening?—A. 
Frankly, we were—as we say there, there was no special time for opening the 
market; and we were quite well aware that there was no serious delay in open- 
ing the market, Mr. Kennedy. 

@. But they are pressing you there in that examination for explanations, 
because prior to that at the top of page 15, your report quotes the actual 
dates of the opening for a number of years, and they are apparently pressing 
for an explanation as to the so-called delay in the opening that year, October 
26, 1932. The reasons are stated at the end, you say: “Substantially, the factors 
cited above were mainly responsible for delaying our purchasing until the 26th 
October” yet no mention at all is made of Mr. Buell’s illness?_A. I fully realize 
that. 

@. Would it not have been fairly important at that time to have considered 
Mr. Buell’s illness a substantial factor?—A. I do not think so. We seriously 
considered whether we should say anything of that matter at that time. 

Q. There is no reflection on the man for being ill?—A. This is no question 
of reflection, it was just—in fact, it seems to me kind of unusual that the sick- 
ness of one individual in a corporation of our size would really have any par- 
ticular bearing; and probably you might say it should not have any; I mean, 
a corporation has got to go on irrespective of some individual. 

Q. May I suggest this, that this thought suggests itself to me; that now 
you stress Mr. Buell’s illness as a substantial factor in the delay in opening, 
then you made no mention of-it?—A. Yes. 

Q. Well, this feature occurs to me, and I think it is a reasonable one, that 
this man Buell’s illness was really an afterthought?—A. No, sir, I assure you 
of that; I think probably that we could have the proper thing to substantiate 
that. 

Q. I am quite prepared to accept your word?—A. That is certainly true, 
but we did hesitate to bring it into this. 

@. I quite understand?—A. Only that as I explained there was a little 
hesitancy perhaps to say that because some individual was sick that a portion 
of the business did not continue on as it would otherwise; and as a matter of 
fact there was not any substantial delay in opening the market. I think I have 
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explained that we did not lay as much stress on it at that time, and thought it 
was not necessary to bring it out; but as it has not seemed to be satisfactory, 
I have now felt that I— 


By Mr. Sommerville: 

Q. That is should at least be mentioned?—A. Yes, because it was a sub- 
stantial factor, strange as it may seem. 

Q. Now, Mr. Miller, let us just consider that for a moment: Mr. Buell 
was in hospital ten days in Montreal?—A. Approximately that. 

@. And you were in daily touch with him?—A. We could be. 

Q. His illness was not of that serious character that he could not discuss 
business. I happen to know the nature of it. As a matter of fact, you were 
in daily touch with him?—A. Of course, by telephone or otherwise. 

Q. And you have there in the office Mr. Lea, who was his chief lieutenant 
in the purchase of tobacco in the field?—-A. Yes, sir. 

Q. And you had your own executive that knew what your requirements 
for manufacturing were?—A. Yes. 

Q. And that had nothing to do with Mr. Buell?—A. No, not directly. 

Q. So that I suggest to you that after all Mr. Buell’s indisposition for ten 
days was not a serious factor in delaying that market for thirty days?—A. 
I meant to say it is only one, Mr. Sommerville. 


By the Chairman: 

Q. Mr. Miller, do you think it has really any bearing on it at all? Honestly, 
it looks to me pretty much like a joke, with all due regard to Mr. Buell, for 
whom I am sorry; as I look at these sworn statements, and we have many of 
them here, that the growers were in a panic, that they were so panicky that 
they not only appealed to the Provincial government, as Mr. Sommerville has 
read it—?—A. Is not that appeal afterwards. 

Q. No, it was in the midst of the panic?—-A. I mean, after it was opened; 
that appeal was after it opened. 

Mr. SoMMERVILLE: Two days after it opened. 

The Witness: After it was opened. 

The CuarrMAN: Furthermore, they wrote to the Prime Minister of Canada, 
according to the report of Mr. Sutherland, and as a result of their writing to 
the Prime Minister of Canada, Mr. Sutherland’s investigation under the Act 
was ordered. But the point now, Mr. Miller, is that these growers because of 
the delay in the market were apprehensive—leaving panic out of it for the 
moment—they were filled with apprehension as to what was going to become 
of them in that year; and really for you to say that your company was unaware 
of that, and the explanation offered is Mr. Buell was sick, it looks to me most 
weak. 

Mr. Factor: It seems almost to be insulting the intelligence of the 
committee. 

The CuairMan: It is a weak excuse, with all due regard to Mr. Buell; and 
then in the field you had Mr. Lea, a very competent man apparently. 

The Witness: I did not mean to lay undue stress on that. 

The CHatrMaAN: There are two things worrying us: now, there is this 
drastic drop in the price and we have no explanation of that; in 1932 the 
market is delayed, and the growers tell us one after the other that they were 
very much alarmed and they had to appeal to the Ontario government, and 
there is another drastic drop in prices. And during the period, this is what I 
cannot get away from, and during these periods—that is, 1930, 1931, 1932 and 
1933—the Imperial Company which controls the whole situation earn handsome 
profits, 1 am merely citing that as abundant evidence that while the company 
was prosperous these poor growers were forced to become panicky and were 
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being driven to despair. And furthermore, we have evidence here indicating 
that business men, particularly the fertilizer men, have $250,000 out in accounts. 
that they cannot collect; the evidence shows that many farmers left the land 
during this period of depression and during this period of depressed prices, and 
at the same time left their accounts and the fertilizer companies are not able 
to collect; the evidence shows that younger growers will not, in any case, sign 
the notes, therefore, they are left as it were holding the bag. In the face of 
these facts, what puzzles me is what was the policy that directed the Imperial 
Tobacco Company in two specific actions, namely, the cut in price in 1931, and 
the delay in the market in 1932, and there has not been an answer given that, } 
in my estimation, would appeal to any business man’s common sense; frankly, j 
it does not appeal. 

Mr. Facror: Mr. Chairman, may I draw your attention to page 41 of the 
Sutherland report, in the middle paragraph, where Mr. Sutherland says: 


In an interview which I had with Mr. H. P. Buell on February 27th 
he stated that his company’s holding off the market in October last was: 
due to the arrangements they were making to find out how much the 
Imperial Tobacco Company of Great Britain and Ireland intended to 
purchase from the 1932 crop. 


Now, there is no mention there by Mr. Buell of any delay occasioned by reason 
of his illness. 

Mr. Minter: No. I would think that is covered by the same explanation 
I gave to Mr. Sommerville. 


By Mr. Factor: 

Q. And also Mr. Buell knew at that time that he had received an order 
for a million pounds from the Imperial Tobacco Company of Great Britain and 
Ireland?—A. Yes, sir. | 

Q. Your third explanation is, that you feared that once your requirements 
were satisfied the remaining balance would be dumped on the market with the 
natural result it would create distress among the growers. Personally speaking, 
Mr. Miller, it does not explain anything. 


By Mr. Sommerville: 

Q. Mr. Miller, as an indication of the panic—you may not have been aware 
of it at the time but doubtless you are aware of 1t now—due to the condition 
of the 1932 market, that even the Board of Trade of Tillsonburg within forty- 
eight hours of the opening of your market went to the extraordinary extent of 
telegraphing the Prime Minister of this Province in these words: 


Hon. R. B. BENNETT, 
Prime Minister, 
Ottawa, Ont. 


South Oxford and Oxford are now appealing to you for aid and © 
protection in order to save the tobacco industry from ruin and to save . 
scores of tobacco growers from going into liquidation. 


A. That is quoted? 
Q. That is quoted on page 5: 


The market has opened at 24 cents high with but a few getting it. 
We appeal to you to look into this matter and to save the situation by 
taking over the present crop or by placing a prohibitive duty on foreign 
tobaccos coming into this country or take some such immediate measure 
that will save the situation. We are firmly convinced that a combine 
exists. 
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And on October 31st, 1932, the Prime Minister gets this wire telling of the 
| conditions :— 


Tobacco growers are panicky burning their crops three crops burned 
last night buyers reduced the price to 16 cents high for top crops holding 
a meeting at Arlington Hotel to-night to reduce further—that is the 
growers—a ring is in operation cannot you do something. 


And, as a result of this, a commission was appointed to investigate. Now, Mr. 
Miller, do you say that you were not aware that a panicky condition existed 
‘in the month of October within 48 hours after the opening of your market?—A. 
‘Well, in the first place, I understood you, Mr. Sommerville, to refer to a 
panicky condition that existed prior to the opening of the market. 

Q. I did?—A. That is what I said, we had no knowledge. 

| Q. Well, they could not tell how serious that panic would become until 
you opened the market, but immediately you opened the market then the panic 
flared and it was widespread, and the Prime Minister of this country was 
appealed to for protection. Against whom? Did it ever dawn upon you that 
these people were appealing for protection against you?—A. The Imperial 
Tobacco Company. 

Q. You. You are the president; you are the executive officer, you are 
the man carrying out the policy of this company ’?—A. Well, I happen not to 
have been in 1932. 

L Q. I beg your pardon. Then it was appealing for protection from the 
Imperial Tobacco Company?—A. All right, sir. 

Q. Now, that is not a condition that ought to exist in a country that has 
been as generous to the Imperial Tobacco Company as Canada has been, 
~should it, Mr. Miller?—A. Well, I am just going to say that I think, in fair- 
ness at any rate, you should realize that these crops—both 1931 and 1932— 
were extraordinarily high. 


By the Chairman: 


| Q. Mr. Miller, all of the 1932 crop was purchased and marketed. That is 

not a reason, Mr. Miller. I agree with you this far, that there is a possibility 
| of over- -production, although the evidence of very eminent experts before us 
is this, that the area is very limited. However, we will not argue that. There 
is a danger, we will say, but it did not justify your company in 1932 taking 
the course that it did. Honestly, I am at a loss to know why it is that there is 
so much difficulty in getting a fair admission or an answer from you on these 
points?—A. Well, Mr. Chairman, on the subject of over-production I just got 
a rough memorandum here built up from the brief that we submitted. 

Q. Of course, Mr. Miller, I do not think that will answer the question 
at all?—A. I rather gathered you thought there was not over-production. 

Q. I did not say that at all. We have evidence from the growers them- 
selves in which they indicate that they have agreed tentatively this year—and 
I think they would agree with you if they could get some sort of square deal 

to reduce their acreage 25 per cent?—-A. We have been trying to get them to 
reduce it for the last three or four years. 
| Q. There was no need to reduce it three or four years ago because it was 
all sold——A. According to those figures, the best we could estimate of an over- 
production taking into account the whole of the Canadian tobacco, and taking 
into account used and exported, is some forty-five million pounds. 
‘ The CuarrmaAn: I would not agree with that from the evidence we have 
efore us. 


By Mr. Sommerville: 


Q. Mr. Miller, you took every pound of the 1931 crop that you wanted, and 
the whole crop was marketed was it not?—A. I think it was. 


1562 SPECIAL COMMITTEE 


Q. Yes, and you paid for that a price. And the next year you took what 
you wanted and you paid a price, and in each year you reduced the price?—A. 
And last year we increased it. But I would like to refer you to page 29 of the 
brief, and while we may have paid a lower price our price was higher than that 
paid by anybody else. | 

Q. I agree with you?—A. In connection with the 1932 crop our price figured 
out at seventeen and three-tenth cents against what was paid by the others of | 
fourteen and three-tenth cents. | 

Q. I agree with you, Mr. Miller, but you will also agree with me that the 
quality you got was above the other?—-A. That is debateable. We do not know | 
what the others got, Mr. Sommerville. | 

@. You knew what the quality was of the whole crop?—A. Yes. 

@. And you got the best?—A. We try to get a good part of it, yes, sir. 

Q. The whole basis of your buying, Mr. Miller, is because you get the pick | 
of the crop very largely. | 


By the Chairman: 


Q. But, Mr. Miller, that again does not answer the point at all. Take your | 
page 11. Your price dropped from 32 to 20 in 1931, and to 16 in 1932?—A. 
That is the average of all, Mr. Chairman; that is the whole crop. 


By Mr. Sommerville: 


@. Well now, Mr. Miller, perhaps you can tell us: In the absence of Mr. | 
Buell in the hospital who fixed the low price of 16 or 17 for the crop of 1932?— | 
A. We did not say we did not consult with Mr. Buell; between us all it was a 
joint responsibility; whatever the price was, I don’t recall. The top price was 
24 cents. 

Q. Oh yes, but the 24 cents was very quickly lost sight of in getting down > 
to 17 on an average, but who fixed the price?—-A. The executive committee. You 
mean the names of them? 

. Yes, who were the men that fixed that price?—-A. Let me see the execu- 
tive, which consists of the president and vice-presidents—at that time it con- 
sisted of Mr. Patterton, Mr. Townsend, Mr. Buell, Mr. Spafford, and myself. 

Q. Yes, and what communication did you have with Mr. Harrison of the 
British-America for the price of the 1932 crop?—A. Well, I do not recall; but 
apropos of that, at the last meeting you raised some point with respect to Mr. 
Lea and Mr. Harrison, and I suggested that I draw up a statement on the sub- 
ject and I would like to have an opportunity of reading it. 

Q. You will have it, but vou answer me the question. I was dealing with 
the 1931 crop but now I am dealing with the 1932 crop. Do you tell me now, as 
a member of that executive, that there was no communication with Mr. Harrison 
of the British-America in arriving at the price to be paid for the 1932 crop?—A. 
To my knowledge there was no communication with him. 

Q. Do you say there was no communication at all with Mr. Harrison?—A. 
Well, you mean as to anything about the crop? | 

@. As to the price to be paid for the crop?—A. No. I would say there was 
some discussion with him at some time or other, but it certainly had no influence 
on it one way or the other as to what price we should pay. 

‘ @. What he said had no influence?—A. Except as I have tried to say 
efore. 


Mr. Iustey: Your own evidence was directly to the contrary of that. 
The Witness: I must have misunderstood your question then. 


By Mr. Ilsley: 
Q. Your evidence the other day was, that he did not designate the price but 
you discussed price conditions and market conditions, and that these discussions 
were taken into account in your fixing of the price, and that happened every 


- 
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year?—A. I do not know that I disagree with that. You asked me about the 
specific year—1932—and I say I have no recollection of it. 


By Mr. Edwards: 
Q. I think you said, Mr. Miller, that Mr. Harrison was familiar with world 
conditions?—A. Yes, sir. 


By Mr. Sommerville: 


Q. Now then, Mr. Miller, Mr. Harrison is the man in charge of the leaf pur- 
chases for the British-America?—A. Yes, sir. 

. And his brother is the president of the Universal Leaf Tobacco Com- 
pany ’—A. I think so.. He was and I believe still is. 

Q. In the United States?—A. Yes, sir. 

@. And the two brothers are big leaf operators in the United States?— 
A. Yes. 

Q. For their two companies?—A. Yes, sir. 

Q. And the representative of the Universal Leaf Tobacco Company of Can- 
ada is the Canadian Leaf?—A. Yes, sir. 

Q. And what connection has the president of the Universal Leaf Tobacco 
Company with the British-America Tobacco Company?—A. The president of 
the Universal? 

(. Mr. Harrison of the Universal Leaf Company?—A. With the British- 
America? 

Q. Yes?-A. None to my knowledge. 

Q. What connection has he with the Tobacco Export Company?—-A. None 
to my knowledge, sir. 

Q. None at all?—A. None at all. 

Q. What connection has the Export Tobacco Company with the British- 
America?—A. They are the buying organization for the British-America Com- 
pany in the United States. 

Q. In the United States?—A. Yes. 

Q. And were you connected with that organization before coming here, Mr. 
Miller?—A. Which organization? 

Q. With the Tobacco Export Company, Tobacco Products, is it?—A. Well, 
there was Tobacco Products 

Q. What is the name of that company’?—A. Tobacco Products Export Cor- 
poration. 

Q. And is that owned by the British-America?—A. No, sir. It may have 
had some stock interest at one time—I think it did—but I do not know whether 
they have now or not. 

Q. And you were connected with them?—A. Yes. 

Q. And with the Tobacco Products Corporation?—A. Yes, sir, and also 
Tobacco Products Corporation. | 

Q. And Tobacco Products Corporation is owned by the British-America?— 
A. No, sir. To my knowledge they never had any connection. 

Q. And with them what position did you hold?—A. Vice-president. 

Q. Vice-president of each company?—A. Of both? 

Q. Of both companies?—A. Yes, sir. 

Q. And was it through them that you took charge of the sales program for 
the British-America in Asia?—A. Oh, it was through the Tobacco Products 
Export Corporation. 

Q. What was your position then, Mr. Miller?—A. My position was vice- 


_ president. 


Q. Vice-president?—A. Yes, sir. 
Q. And then did you take charge of sales in Asia?—A. Well, I took charge 
of sales pinguchout the world including Asia. 
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Q. But it was from the United States?—A. Yes, sir. Well, they had a 
factory in China. 

Q. And then it was from that company that you came up to Canada?— 
A. Yes, sir. 

Q. To the Imperial?—A. Yes, sir. 

Q. And how long ago was that?—A. That was eight years ago. 

Q. And took charge of the sales program here?—A. Yes, sir. 


Mr. Factor: Mr. Chairman, we seem to be devoting a lot of time to this 
angle without getting anywhere. 


Mr. SomMervitte: I despair of getting any further on the question. 


Mr. Factor: I do not think even if we sat for six months we would get a 
definite answer on the points we want answers on. We have spent three days 
of examination on them now. There are so many angles yet to be considered. 
I am not at all directing you, Mr. Sommerville, or anything like it. 


~Mr. Sommervitie: I quite appreciate the difficulty, Mr. Factor. 


By Mr. Sommerville: 


Q. Now, Mr. Miller, among the statements which you have produced 
to-day is that showing the interest of the Imperial Tobacco Company of 
Canada in the B. Houde Company?—A. Yes. 

Q. And that shows that you hold 4,352 shares in that company?—A. Yes. 

Q. Perhaps you can tell what proportion that is of the whole?—A. 87 per 
cent approximately. It is on that sheet, is it not, Mr. Sommerville? 

Q. Not on this sheet—A. Well, it is 87 per cent. It is in a letter. 

Q. Just let me get. that letter. And that was acquired in 1908 by the 
Imperial Tobacco Company for shares to the value of $25,018.85?—A. Which 
is that? 

Q. Look in your statement of the B. Houde Company.—A. Yes. 

Q. The B. Houde Company was acquired in 1908 by the Imperial Tobacco 
Company, in that statement question number 8. Your letter to-day only deals 
with 1912. I am going back of that to 1908—A. Oh, I see. 

Q. In answer to a question that I had asked you, question number 8 on a 
statement forwarded you, you file this information:— 

Imperial Tobacco Company re shares transferred to the British- 
America Tobacco Company Limited. 
And the statement is made by you:— 


In 1908 the Imperial Tobacco Company of Canada, Limited, acquired 
certain shares in the B. Houde Company Limited. There were issued to 
the British-America Tobacco Company ordinary shares to the value of 
$25,018.85 for their holdings in that company. 


A. Question number 8, Mr. Sommerville? 

Q. Yes—aA. Oh yes. I see that question, sir. What was your point about it. 

Q. The point was, that in 1908 the Imperial Tobacco Company acquired 
the holdings in the B. Houde Company for the sum of $25,018.85.—A. Your 
question here, I believe, Mr. Sommerville, is ‘“‘ what amount of common shares 
have been issued from time to time to the British-America or its subsidiaries for 
purchasing trade-marks, good-will, or shares in the company ’’? 

Q. Yes, and the answer that you make is:— 


In 1908 the Imperial Tobacco Company Limited acquired certain 
shares in the B. Houde Company, Limited, and there were issued to the 
British America Tobacco Company, Limited, ordinary shares to the value 
of $25,018.85 for their holdings in that company. 


That is, in the B. Houde Company.—A. Well, I think that they held directly 
some holdings in the B. Houde Company, and those were bought from the 
British-America by issuing this stock; that was just a part of it. 
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Q. That was just a part of it?—A. A part of the whole of the B. Houde 
Company’s stock, yes, sir. 
Q. Are you sure that was not the payment made for the entire holdings 
that you had at that time in the B. Houde Company? 
Mr. KENNEpy (Winnipeg): Mr. Sommerville, that appears to be referred 
to at page 72 of the brief filed by the Imperial Tobacco Company :— 
In July, 1908, the Imperial Company took over the businesses of 
the American Tobacco Company of Canada, Limited, and the Empire 
Tobacco Company Limited, which latter company was incorporated in 
: 1898, and certain shares of the B. Houde Company Limited. 


The Witness: Well, the total consideration that was given for the 
B. Houde Company was $324, 758.13. 


By Mr. Sommerville: 


Q. The total consideration?—A. Yes, for 4,352 shares. 

Q. Yes, but that consideration, Mr. Miller, was given to the 1908 com- 
pany.—A. Some of it, $314,000 of it. 

Q. The bulk of it?—A. Yes, sir. 

Q. All but a very small amount.—A. Yes, sir. 

Q. So that the 1908 company got $314,678.13 for the B. Houde Company 
holdings. But my point is, that the 1908 company acquired those holdings for 
$25,018.85 which they subsequently turned over to the new company for $314,678. 
—A.I do not think that is correct, sir. Mr. Sommerville, we are not trying 
to evade anything. We will be glad to look into that. We must have mis- 
understood your question here. Here is what you say on page 2 of your letter 
of April 30, your question number 8 is:— 

What amount of common shares have been issued to the British- 
America Tobacco Company or its subsidiaries for purchasing trade- 
marks, good-will, or shares in companies. 


- In other words, that $25,000 was issued to the British-America for certain 
shares that they had in the B. Houde Company; but the old company had some 
interest in the B. Houde Company itself. . 

Q. Will you please tell me then, and submit it to us again, what the old 
company paid for its holdings in the B. Houde Company, and what those 
holdings were, and what change has taken place since?—-A. Will you let me 
give you a statement on it? 

Q. Yes.—A. All right, I will be glad to. 

Q. Then you say, that the price paid at any rate was $324,758.13?— 
A.. Yes, sir. 

Q. And for that $324,758.13 from the B. Houde Company you have received 
dividends for the last ten years which already are on the record?—A. Yes. 

Q. Apparently running to an average of about $150,000 a year?—A. I do 
not recall, sir, I have not the figures. 

Q. I am looking at them, approximately $150,000 a year on the investment 
of $324,758.13?—A. Yes. 

Q. Then you also submit to us and file to-day a statement of the undis- 
tributed profits of your company and its subsidiaries?—A. Yes, sir. 

Q. And these undivided profits are:— 


National Tobacco Company Ltd. .. .. .. .. $ 879,697 59 
DhetB sHoude(Companyibtde rl) . essrah od).. 335,383 57 
United Cigar Stores Ltd. .. Ratt 325,377 50 
Liggett & Myers Tobacco Co. of Canada. . as 142,054 45 
Imperial Tobacco Co. of Can. Ltd. wee ee» 8,138,486. 66 
Tuckett Tobacco Company... .. .. .. .. .. .. 2,065,574 30 
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Those making a total of $11,886,573.97?—-A. I do not know the total, Mr. 
Sommerville. 

Q. I have read the figures correctly—A. If you eliminate those deficits. 

Q. Now then, there are certain items which are in the red?—A. Yes. 

(Shall Jb mention them?—A. It is all right with me. 

Q. The amounts are not very large. 

The CuairMaNn: Mention them, go ahead. 

Mr. SOMMERVILLE: Quebec Leaf Company in the red, 670.61. 

The CHAIRMAN: ‘That is 670 dollars? 

Mr. SOMMERVILLE: $670.61. I don’t know how that would come in a 
statement of undivided profits, but nevertheless it is here. 

Mr. Factor: What is that, undivided losses or something? 

Mr. SoMMERVILLE: ‘This is like a reserve set up against dividends. 

The (CHAIRMAN: Go ahead, Mr. Sommerville. 

Mr. SomMeERvILLE: Scales & Roberts, Limited, $28,253.43; John Erzinger, 
$47,545.77; H. Fortier, $24,663.68; United Cigar Stores (Nova Scotia), $271.93; 
United Cigar Stores (New Brunswick), $226.07; Dominion Tobacco Company, 
$583.11; Empire Tobacco Company, $583.16; American Tobacco Company of 
Canada, Limited, $495.60. Those are the amounts that are shown as losses? 

The Witness: Yes. 


By Mr. Factor: 
Q. Several of these companies are now dormant, as you call it?—-A. Yes. 


(Statement of Undivided Profits of Imperial Tobacco Co. and its Subsidiary 
Companies, as of December 31, 1933, filed and marked Exhibit No. 123). 


By Mr. Sommerville: 
Q. Then you have filed with us a statement of your daily contracts for 
purchases of flue-cured tobacco, 1931 crop?—A. Yes. 
(Statement of Daily Contracts for Purchase of Flue-cured Tobacco, 
1931 Crop, filed and marked Exhibit No. 124). 
Q. That is in the Delhi district. Then you have filed with us a statement 
of daily contracts for purchases in the Leamington district?—A. Yes. 


(Statement of Daily contracts for Purchases in the Leamington District, 
1931 crop, filed and marked Exhibit No. 125). 


Q. Then, you have filed with us the Delhi green leaf aephaees for 1930, 

1931, 1932 and 1933?—-A. Those are by grades, yes. 
Q. By grades?—A. Yes. That also indicates Leamington, and the total, 

a summary. 

Q. Yes, this gives the total?—-A. Delhi and Leamington, total flue-cured 
purchases. 

Q. This gives the total of your flue- ch purchases?—A. Yes. 

Q. In each of those years?—A. Yes 

Statement of green leaf purchases, Delhi and Leamington, filed, and marked 
Exhibit No. 126). 

Q. Then you have filed with us a statement of net income and wages for 
six United Cigar stores in Toronto?—A. Yes. 


By Mr. Factor: 

Q. What is the average wage of a clerk in the United Cigar Stores, Mr. 
Miller?—A. I have not the figures. That statement shows it, under various 
eae Just a minute, may be I can get it—I can probably get it for you, Mr. 

actor. 

(Statement of Income and Wages for six United Cigar Stores filed, and 
marked Exhibit No. 127). 
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Mr. Factor: Mr. Sommerville, do you intend to go into this wage ques- 
tion? 

Mr. Sommervitte: Yes. I just want to have these recorded now, and they 
will be handed back to me. 


By Mr. Sommerville: 

Q. Then you have filed with us a summary of the total factory pay-roll 
for the years 1931, 1932 and 1933?—A. Yes. 

Q. For the Imperial Tobacco Company, the B. Houde Company, the 
National Tobacco Company, the Tuckett Tobacco Company, the General Cigar 
Company, Andrew Wilson & Company, Limited, and the Punch Cigar Com- 
pany?—A. Yes. 

Mr. Factor: Does it show the average pay, or is it lumped? 

Mr. SomMERVILLE: No, it is the gross sum. 

(Summary of total factory pay-roll for 1931, 1932 and 1933 filed and 
marked Exhibit No. 128). 


By Mr. Sommerville: 

Q. Then you have filed a statement of the salaries and bonuses to the 
chief executives of your company?—A. Yes. 

Q. And of the subsidiary companies that are named?—A. Yes. 

(Statement of Salaries and Bonuses to Chief Executives filed, and marked 
Exhibit No. 129). 

Q. You have also filed an agreement for the payment to the British Ameri- 
can Tobacco Company of 400,000 shares of your common stock for certain 
trade marks and goodwill?—A. Yes. 

(Agreement between British American Tobacco Co. and Imperial Tobacco 
Co. filed and marked Exhibit No. 130). 

Q. And also an agreement between the Imperial Tobacco Company and 
Allen & Bowling, the trustees through whom the shares were issued to the chief 
executives?—A. And others. 

Q. And others; that is 420,000 shares?—A. Yes. 

Q. And that is to the trust account?—A. Sold to the trustees. 

Q. Sold to the trustees, at par?—A. Yes. 

Q. $5 each?—A. Yes. 

(Agreement between Imperial Tobacco Company of Canada and Allen & 


Bowling, filed and marked Exhibit No. 131.) 

Q. That is 420,000 shares altogether?—A. Yes. 

Q. Then this provides how these shares are to be divided among a certain 
list of employees?—A. Yes. 

Q. I observe that half of them, or 200,000 shares, are to go to Sir Mortimer 
Davis?—A. Yes. 

Q. He was the president of the company at that time, I believe?—A. Yes. 

Q. And towards this, the company contributed $2 a share?—A. Yes. 

Q. And the employees, $3 a share?—-A. Yes. 

Q. Over a period of time?—A. Five years, I think. 

Q. And in your inquiry into that, Mr. Miller, did you find that that was 
treated as a bonus for services rendered; I mean was the salary or the amount of 
the allowance to the various employees increased so as to take care of the $3?— 
A. No. There was no increase in salaries. 

Q. That was among executives, I think some twenty-five names?—A. Some- 
thing like that, twenty-five or thirty, or maybe more. 

Q. Is it not a fact that at that time, and ever since, there has been a 
bonus provision in your by-laws, whereby a certain percentage of your profits 
would be divided among the executives?—A. Yes. 
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@. And every year, to the salary of the executives there would be added 
a proportion of this bonus?—A. Well, paid as a bonus, yes. 

Q. Paid as a bonus?—A. In addition to that they got salary. 

Q. I beg your pardon?—A. In addition to that, they got salaries, of course. 

Q. And the net result would be that the $3 a share would be paid out of the 
bonuses that they got from the company?—A. Well, I don’t know. I am 
informed that that by-law of the general bonus goes back a long time prior 
to the arrangement for the purchase of the shares. 


The CuHarrMAN: It goes back to 1924. 
The Witness: We sent you a copy of it. 


By Mr. Sommerville: 


Q. I think perhaps we might just put that on the record at the present 
time. This is a by-law dealing with the amount of bonus that is to be allowed, 
to be divided among the executives?—A. Yes. 


Mr. Kennepy (Peace River): Does it give anything to the rest of the 
employees? 
Mr. SOMMERVILLE: No. Let me read it: 
Five per cent of the net profits as above defined shall be available 


for distribution among the president, vice-presidents and directors in such 
proportion as the president and vice-presidents may determine. 


By Mr. Sommerville: 
Q. Is that correct, Mr. Miller?—A. Yes, I think it is. 
Mr. Lane: In substance; that is part of the by-law. 
Mr. SOMMERVILLE: That is part of your by-law? 
Mr. Lane: Yes. 


Mr. SoMMERVILLE: Five per cent of the net profits go to the president, 
vice-presidents and directors. | 


The Witness: Well, after. Of course, there are certain deductions. 


By Mr. Sommerville: 


Q. Yes, there are certain deductions; I understand that.—A. Interest on 
capital. 
Q. But just let us see how that operates? 


Mr. Facror: I think you have a statement there of $140,000 reserved to 
bonuses in 1933. 


Mr. SOMMERVILLE: I have not got that. 

Mr. Factor: I made a note of it. 

Mr. SOMMERVILLE: May I have your copy of it? 

Mr. Factor: I have not got it. It is a recapitulation. 


By Mr. Sommerville: 

Q. I observe that in the year 1929, among twelve directors or executives 
there was paid out $428,894.42 for salaries and bonuses; is that correct?—A. Yes. 

Q. And in the year 1930 there was paid out to eleven directors, and officers, 
a total of $507,099?—A. Six. 7 

Mr. Kennepy (Peace River): That is nearly $50,000 each. 

Mr. SoMMERVILLE: Qh, I beg your pardon, that is among six. 

Mr. Factor: Yes. 


| 
| 
| 
| 
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By Mr. Sommerville: 

Q. Let me go back; I see there are two amounts for each person and that 
is why I counted twelve. In 1929, among eight persons, was it?—A. Six per- 
sons, was it not? 

Q. Seven persons in 1929, got $428,894.42. Six persons in 1930 got $507,099. 

Mr. Factor: Mr. Sommerville, would it not be easier for you just to refer 
to each one of those and then total it up. We might as well know about it. 

Mr. Insuey: There are seven in 1930. 

Mr. Factor: Start with 1929. 

Mr. SoMMERVILLE: You mean give the names and amounts? 

Mr. Factor: Yes. 

Mr. Kennepy (Peace River): Salary and bonus together. 

Mr. SomMeERVILLE: All right. In 1929, to D. C. Patterson, salary $40,000, 
bonus $75,744.91; 1930, salary $40,000, bonus $102,087.20; 1931, salary $40,000, 
bonus $67,364.93; in 1932, salary $40,000, bonus $53,899.74; then in 1933, salary 
to Mr. D. C. Patterson, $10,000. 


By Mr. Factor: 
Q. When did Mr. Patterson sever connections as president, Mr. Miller?—A. 
January 1, 1933. 


By Mr. Sommerville: 

Q. That is to say, in 1933 Mr. Patterson became chairman of the board?— 
A. Yes. 

Q. And $10,000 is the amount of the salary for that position?—A. Yes. 

Q. Then, the next is Gray Miller. In 1929, salary $25,000, bonus $45,446.94; 
1930, salary $25,000, bonus $61,253.07; 1931, salary $25,000, bonus $40,419.56; 
1932, salary $25,000, bonus $32,339.86; and 1933, salary $25,000, bonus $40,- 
487.48. Next is H. P. Buell. In 1929, salary $25,000, bonus $45,446.95; 1930, 
salary $25,000, bonus $61,253.07; 1931, salary $25,000, bonus $40,419.56; 1932, 
salary $25,000, bonus $32,339.86; and 1933, salary $25,000, bonus $34,017.40. 
Then we have P. R. Walters; 1929, salary $25,000, bonus $45,446.95; 1930, 
salary $25,000, bonus $61,253.07; and 1931, salary $25,000, bonus $40,419.56. 
Did Mr. Walters cease to be a director then?—A. No, he resigned as vice- 
president. He is still a director. 

Q. He resigned as vice-president?—A. Yes. 


By Mr. Factor: 
Q. In other words, these amounts do not include the directors’ fees?—A. 
There are no directors’ fees. 
Q. There are no directors’ fees; these are salaries? 


Mr. SomMMERVILLE: Salaries and bonuses. 


By Mr. Sommerville: 

Q. What was Mr. Walters’ position, may I ask?—A. Vice-president. 

Q. Then Mr. C. V. M. Townsend, 1929, salary $25,000, bonus $45,446.94; 
1930, salary $25,000, bonus $61,253.07; 1931, salary $25,000, bonus $40,419.56; 
1932, salary $25,000, bonus $32,339.86; 1933, salary $25,000, bonus $34,017.40. 
Then Earl Spafford, commencing in 1931. Previous to that Mr. Spafford had 
not been a director?—-A. He had not been with the Imperial. No, he was not 
with the Imperial, he was with the Tuckett Company. 

Q. And he came to the Imperial then as a director or as a vice-president?— 
A. He came as a director, to start with. 

Q. He became vice-president at any rate, in the year 1931?—A. Yes. 

Q. And entitled to a share in this distribution?—A. Yes. 
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Q. And in 1931, salary, $15,000, bonus, $11,250; 1932, salary, $20,000, bonus, 
$11,194.98; 1933, salary, $20,000, bonus, $20,000. Then to W. J. Brennan, in the 
year 1929-—A. Nothing. 

Q. He didn’t get anything; he had retired?—A. Yes. 

Q. F. B. Jack—what is his position?—A. He was a director. 

Q. In the year 1929 his salary was $20,000, and his bonus was $11,361.73; 
in the year 1930 he got just his salary of $20,000?—A. Yes. 


By Mr. Factor: 
Q. What about Mr. F. P. L. Lane, who was secretary, and Mr. Pilon, 
treasurer, who are not shown here?—A. I didn’t know you asked for that. 


By Mr. Sommerville: 
Q. This just includes the directors, does it not?—A. Bonuses to chief 
executives. You are talking about chief executives in that question, Mr. Sommer- 


ville. 
Q. Yes. 


By Mr. Factor: 


@. Mr. Pilon and Mr. Lane are not chief executives?—A. They have not 
been included in the definition of that, no, sir. 

@. What was Mr. Lane’s salary last year, do you know?—A. It is on this 
record that was given this morning, I think. 


By Mr. Sommerville: 


Q. P. L. Lane, secretary, 1924, salary $5,740; bonus $1,181.25; 1930, salary 
$9,000, bonus $1,575; 1931, salary $9,000; bonus $2,475; 1932, salary $9,000, 
bonus $3,412.50; 1933, salary, $11,000, bonus $7,500. Mr. Pilon. Is he the 
treasurer?—A. Yes. 

Q. Salary 1929; $10,666.66; bonus $1,518.75; 1930, salary $11,000, bonus 
$1,525; 1931, salary $11,000, bonus $2,475; 1932, salary $11,000, bonus $2,362.50; 
1933, salary $11,000, bonus $1,771.86. 


By Mr. Factor: 


@. There are other directors, I note, mentioned in the list here that are not 
included in the chief executives. Do they get the salary?—A. I think some do. 
On this other list I have tried— 

@. Lieutenant Colonel Henry DesRosiers?—A. He got paid by the Imperial 
Tobacco Company. 


By Mr. Sommerville: 


Q. Colonel DesRosiers is head of the Houde Company and derives his salary 
from that company. 


Mr. Factor: Have you an additional list? 


Mr. SoMMERVILLE: We have an additional] list of the executives of all the 
companies, Mr. Factor. That is filed as exhibit 129. 


(List of executives of all companies filed marked exhibit 129.) 


By Mr. Ilsley: 
Q. Do these executives of the Imperial Tobacco Company get any additional 
salaries from the subsidiary companies? 
The Witness: No, sir. 
Mr. Kennepy (Peace River): Do the wages of the rest of the industry 
compare with these salaries at all? 


Mr. Factor: It may be interesting to know, Mr. Sommerville, as a com- 
parison for the committee that from the Dominion Bureau of Statistics, issued 
under the authority of the Honourable H. H. Stevens, for 1932, which is the last 
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I have got, there is a statement showing that in the year 1930 in the tobacco 
industry there was the total number of employees, male and female, of 7,215 
people receiving a total wage in that year of $4,976,302, or an annual average 
wage of $689 in 1930. 

Mr. SoMMERVILLE: I have not seen it on this list. I am afraid those figures 
are missing in our exhibits. 

Mr. Facror: I would like that. I could get from my personal research 
only this information showing this annual wage of $689 for employees, male and 
female, in 1930. I would like, Mr. Sommerville, if you could obtain the statistics 
either from the Imperial Tobacco Company or from the tobacco industry as a 
whole showing the number of employees male and female, and the wages 
received in 1931-32-33. 

Mr. SOMMERVILLE: Well, I think we have that. There was a statement 
showing the gross. Well, I may say we can obtain the number of employees. 

Mr. Factor: Has that gentleman got for me the average pay of a clerk 
in the United Cigar stores? 

Mr. SoMMERVILLE: We will deal with that question of the United Cigar 
stores. 


By Mr. Sommerville: 

Q. There are six examples that you have furnished me. If you will look 
at that exhibit 127 I observe that with respect to store number 1 the direct 
wages in that store were $4,632.89 in the year 1931?—A. Sales of $42,000. 

Q. And they were reduced to $2,991.99 in the year 1983?—A. Against sales 
of $33,000. 

Q. Sales were reduced from $42,000 to $33,000?—A. Yes. 

Q. And salaries were reduced—wages were reduced from $46,000— 

The Cuarrman: Hundred. 

Mr. SoMMERVILLE: Yes, hundred—I am afraid I am getting into the big - 
money class. It is hard to get down to ordinary hundreds—wages were reduced 
from $4,600 to $2,900. Now, Mr. Miller, I observe similar reductions in each 
of the six stores that are mentioned? 

The Witness: Yes. 


By Mr. Sommerville: 

@. And, apparently, they are relative reductions. Have there been reduc- 
tions of wages in the United Cigar stores from 1931, up to date?—A. Yes, there 
have been some reductions in wages, no special scale of anything like 10 per 
cent or 20 per cent or anything of that sort, but here and there there have been 
quite a few reductions. 

@. You say here and there?—A. I mean it has not been all inclusive, but 
there have been quite a few. 

Q. It was not a single rate for everybody?—A. No. 

Q. But there has been a substantial reduction in wages?—A. Yes. 

Q. In the United Cigar stores during those years?—A. Yes. 

Q@. And has there also been a reduction in the number of employees in those 
stores during the same number of years?—A. I could not answer that off hand. 
You mean the same stores? 

Q. Yes?—A. I do not know, Mr. Sommerville. 

Q. My reason for asking is that my information is that there has not only 
been a reduction in weekly wages but there has ben a reduction in the number of 
employees?—A. Yes. I will inquire into it and advise you, sir. 

Q. Has there been any reduction of wages of employees in the Imperial 
Tobacco factories? 
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Mr. Factor: May I get an answer to my question now before we leave the 


United Cigar stores. I want to get the average wage of a clerk working in the | 


United Cigar stores in Toronto? 
The Witness: The chief clerks’ average salary is $25.45 per week. 
Mr. Factor: How many hours a week does he work? 
The Witness: 53:97. The maximum is $38.18 and the minimum is $15.27. 


By Mr. Sommerville: 


Q. Those are male clerks?—A. Yes, sir. Assistant clerks; the average 
salary is $19.79. The maximum is $36.28 and the minimum is $10.68. 


Q. Now, how many employees have you at $10? Perhaps I am wrong in | 


my deduction. Mr. Miller, but you have taken the maximum at $36 and the 
minimum at $10?—A. Yes. $10.68. 

Q. Have you taken these two figures to make the average, or is that the 
average over the existing number of employees?—A. The total payroll. 

Q. So that on your total number of employees the average is $19.79?—A. 
Yes, $19.79. 

Mr. Factor: For 57 hours. 


The Witness: For 54 hours. Approximately 53:97. The average of all 
employees of the company including the office, male or female is $25.09. 


By Mr. Sommerville: 


Q. That is the average for all the— —A. Clerical, store clerks, office, ware- 
house, excluding officials. 

Q. That is excluding all the officials?—-A. Yes, sir. 

Q. Have you the figure as to how many you have at $10?—A. No, sir; I 
can give you the total number. 

Q. The total number at $10?—A. No, sir—the total number making up the 
total quantity which establishes that average that you were referring to. It is 
not just an average between the two extremes. There are 199 assistant clerks, 
167 chief clerks. 


Mr. Factor: Have you got the number who got the maximum? 
The Witness: No, it is not here. 


By Mr. Sommerville: 


Q. That will be worked out, Mr. Factor, I am sure. Then, Mr. Miller, has 
there been any reduction in wages of the employees of the factories of the Im- 
perial Tobacco Company since 1930?—-A. There was no general reduction, no, 
sir. 

Q. No general reduction; what do you mean by no general reduction?—A. 
There has been no real reduction in average wages. 

Q. Mr. Factor suggests that there is no flat reduction like members of par- 
liament have to take. There has been a reduction?—A. Well, as I believe we 
explained to you in one of the letters, there was an old attendance bonus in our 
factory dating back from war times of 10 per cent for this attendance and we 
revised the rates some up and some down on piece work, and there was a net 
of that 10 per cent, I think the figure was 2 per cent—a net reduction of 2 per 
cent, I think. 

Q. On that bonus basis?—A. Yes, sir. 

Q. In other words, after the readjustment of this bonus basis you did not 
wipe out the whole 10 per cent?—A. No. 

Q. You just wiped out 2 per cent of it?—A. Yes, of those affected. 

Q. Of course, it would be only those affected. Then, I observe that your 
total payroll for 1931 in your ewn factories was $2,231,330.70. In 1932 it was 
down to $2,141,719.35. In 1933 it was down to $2,040,620.35. Is that the measure 
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in which the reductions would be reflected?—-A. No, that change was only made 
-—that referred to in July, 1933. 
Q. So that only half of the reduction would be reflected in that figure up to 
1933?—A. Approximately. 

Q. I observe that wages in these plants are down a sum of approximately 
$200,000?—A. That is all four plants. 

Q. Yes, on all four plants?—A. Yes, the Montreal factory. 

Q. On what basis would you say the reduction in wages has been measured? 
—A. It is only a question of volume, I think. 

Q. No, the reduction in wages?—-A. I mean that the less business we have 
the less employees we have. 

Mr. Facror: I thought it was piece work? 


By Mr. Sommerville: 

Q. I thought you said there was a reduction?—A. You mean this 2 per 
cent? 

Q. Apart from the 2 per cent which is only a re-adjustment of this bonus 
basis, is there not a re-adjustment or a reduction in wages of employees?— 
A. You mean of our factory employees? 

Q. Factory employees?—A. No, not in the rates. 


By Mr. Factor: 

Q. Let us take a concrete case, Mr. Miller. Take a cigar maker working 
in one of your factories in Toronto, we will say, on a 5 cent cigar, that, I under- 
stand, sells to the trade at $37 per thousand. What does the worker get work- 
ing on that cigar?—A. That is mostly a machine made cigar. 

Q. Yes, it is machine made?—A. I don’t know. 

Q. I have received the information that the worker gets 75 cents a thousand 
for those cigars; that four girls working on a machine get $3 for making a 
thousand cigars?—A. $3 a thousand? 

Q. A thousand for 5 cent cigars?—A. How much a week? 

Q. If they are doing this work I am not concerned with the week, I am 
concerned with the scale of wages paid to four girls working on a machine?—A. 
Weekly wages would be a guide. 

Q. I am coming to that later. Four girls working on a machine producing 
5-cent cigars are paid at the rate of 75 cents a thousand each or $3 a thousand 
for the four girls—for the four of them on the condition that those four produce 
a capacity of 3,700 cigars?—A. 3,700 in one day? 

Q. Yes?—A. I haven’t got the figures. 

@. Would you mind getting that information for me?—A. I will be delighted. 


By Mr. Sommerville: 

Q. Now, I observe, that the wages in the B. Houde company are down from 
1931 from $86,575 to $62,426.22?—A. I think that is entirely due to volume, 
sir. 

Q. Will you say there has been no reduction in the rates?—A. Yes. That 
was the same sort of adjustment in the attendance and most of that is due to 
lesser business, undoubtedly. 

Q. Mr. Miller, will you just acquaint yourself with the exact information. 
My information may be wrong?—A. Yes, sir. 

@. But I am asking for this information. My information is that there 
was a wage cut to the employees of the B. Houde Company Limited, the Na- 
tional Tobacco Company, Limited, the General Cigar Company, Limited, and 
the Punch Cigar Company, Limited. Now, if you can, obtain the information 
for us upon these. That is, the total figures?—A. We will cover that later. I do 
not think that is right. 
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Q. The total figures for your wage scale for 19381 show $3,430,952.33, and 
for the year 1932, $3,234,548.67 and for the year 1933, $2,981,944.52—a drop 
from 1931 of approximately half a million dollars from a wage scale of $3,430,- 
952.37?—A. Primarily due to a difference in volume, I am sure. 

Q. Well I have no doubt you will be able to tell us just what amount of 
wage reduction has taken place in those few years. 

Mr. Factor: I should like Mr. Miller to prepare a statement for the com- 
mittee, taking the rates of the cigarmakers in Toronto and Montreal, to show 
the distinction between the hand-made cigar and the machine-made cigar, the 
different rates of pay. 

The Witness: You mean the average earned on a machine? 

Mr. Factor: If my information is correct, there has been a reduction in 
the scale of pay of hand cigarmakers. 

The Wirness: In Montreal? 

Mr. Factor: In Toronto as well. 

The Witness: We will get it all. Do you want a comparison between the 
net cost of making cigars by hand and machine? 

Mr. Facror: Also the difference. If my information is correct, Mr. Miller, 
I understand that cigarmakers were able to earn and were earning a higher scale 
than they are now—the scale was reduced in the last three years? 

The Witness: I will go into it and give you all the particulars. 

Mr. Youne: I am interested in the consumer, and should like to know 
where he comes in, in this business. 

Mr. SOMMERVILLE:- We are going into that. 


By Mr. Sommerville: 

Q. Will you be good encugh to let me have the statement you have pre- 
pared showing the names of the producers from whom you purchase tobacco, so 
that it may help us with the books to-night?—A. Here is one with regard to the 
1931 crop, is it not sir? 

, Q. This is for the 1931 crop. Now, are the contracts separate so that we 
shall know which contracts are Leamington and which Delhi contracts?—A. 
That can be done and is done. 

Q. Are they arranged alphabetically?—-A. There is no order taken at all. 
Here are some stubs in a book. Here is an illustration. The only order is the 
date of execution. 

Q. This one book would probably represent Wilson’s purchases, would it 
not?—A. I do not know; one buyer. 

Q. Will that be a guide to us?—A. I think so. 

Mr. Factor: I do not know that I made myself clear, but I should like 
these gentlemen to produce to the committee the pay-rolls of 1930, 1931, and 
1933. 

The CHAIRMAN: Of what? 

Mr. Factor: The Imperial Tobacco Company and all subsidiary manufac- 
turing concerns. I should like to have the number of male and female employees, 
and their wages segregated, if possible. 

The Witness: You do not want the individual employees? 

Mr. Factor: No. 

The Witness: You want one week? 


Mr. Factor: I should like something the same as I get from the Dominion 
Bureau of Statistics, say for the year 1930, which shows so many male and 
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female employees. I should like you to produce statistical information along 
that line. 


The Witness: That would be one week, or some given time, because it 
would be hard — 


By Mr. Factor: 


Q. The total for the year?—A. It is not totalled for the year. That is an 
average week given by the Dominion Bureau of Statistics. 

Q. This gives the total for 19307—-A. The highest number of employees in 
any one week in a year. 

Q. Could we have the total for a year?—A. You want it for one particular 
week? You would have to take a high week, or a maximum week—we can give 
you the same figures as that, if you wish. 

Q. You mean some of them work only part of the year?—A. They are 
coming and going, seasonal. 

Q. Is your cigarette manufacturing business worked on a piece-work basis? 
—A. Some of it is. 

Q. Most of it?—A. A good part of it, about 50 per cent—the best part. 

Mr. SoMMERVILLE: I think, Mr. Factor, if you were to accept the sugges- 
tion of a week or two weeks if you like at a certain season of the year, one in 
the spring, and one in the fall, that would accomplish the purpose. 

Mr. LANE: Might I suggest, Mr. Sommerville and Mr. Factor, that we must 
compare the Imperial’s experience with the figures published by the Dominion 
Bureau of Statistics. We can give you the figures which we supplied to the 
Dominion Bureau from which they in turn built up that particular record, then 
you will have comparable figures. 

Mr. Factor: I want to get at the figures for 1931 and 1932. 

Mr. Lane: But you want them comparable. 

Mr. Facror: Comparable to the figures you supply for this report. 

Mr. LANE: We can build it up on that return. 

Mr. Facror: Also in piecework, I want the scale of wages that you pay. 

Mr. Lane: To the particular operator. 

Mr. Facror: Yes. 

Mr. Miter: We will work out something on that, sir. 


By Mr. Edward (To Mr. Miller): 


Q. I have before me this statement of the United Cigar Stores, the state- 
ment of income and wages for the year ended December 31, 1933, on six Toronto 
stores?—A. Yes. 

Q. There is only one store of this group apparently that is in black; the 
others are all in red?—A. Yes, sir. 

Q. Now, I presume that these stores being in a preferred class buy at the 
best prices?—A. Yes. 

Q. If your stores, owned by you, six stores in the city of Toronto, the 

United Cigar Store, buy at the best prices from the Imperial Tobacco Company, 
there is not much chance for an independent dealer, is there?—A. You will 
find—we can give you full particulars on this—I was looking at these figures 
on the same basis. United have had leases on these stores for a good many 
years. There is one of them there, I think it is at Dundas and Keels, next to 
the bottom; they advised me that they have had that lease since 1921, and when 
they took that lease they were doing a $100,000 a year business there, and 
they took this lease on that basis—I think it must have been a 20-year lease, 
I do not know the exact dates—the lease feature is a very big feature, they 
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have a very expensive lease there and they can’t get out of it, and they have 
- to stand that, it is very expensive. 

Q. I was wondering if that same condition would obtain pretty largely 
through the better class of cigar stores in the city of Toronto, the Independents 
I mean?—A. I do not know, I do not think it is quite comparable, Mr. Edwards. 
In the first place you take recently you probably have heard of it, owners can 
go to the landlord and get reduction in leases; but because the United Cigar 
Stores is interested with Imperial, they have not been very successful in getting 
anybody to reduce their lease. 

Q. Just this point here: here are businesses, roughly speaking, doing around 


$33,000 to $40,000 a year, which works out in a very rough way to about $100 © 


a day; I was just wondering what chance your independent fellow has of making 
any money on that basis?—A. I do not think it is really comparable. I will 
be very pleased to show you all the details of it. You asked for the figures. 

The CHAIRMAN: Excuse me, gentlemen, it is now six o’clock and I think 
we will not open up that question to-night. 


By Mr. Kennedy (Winnipeg): 

@. Pardon me, just a moment, Mr. Chairman. Mr. Miller’s exhibit, filed 
as exhibit No. 123, showing the undivided profits of the Imperial Tobacco 
Company Limited and subsidiaries, as at December 31, 1933, their audited 
accounts; that statement shows for United Cigar Stores Limited undivided profits 
of $325,377.50?—A. Yes. 

Q. Where did they get these profits; if they are fortunate enough to have 
these leases for a period of years, that is what is left there last year—speaking 
from recollection they lost about $200,000 on their operations, but they still 
have undivided profits?—A. From previous years. 

Q. The question of losses is almost entirely dependent on the price at which 
you sell goods?—A. No, the cost of operation is a big feature. 

The CHaIRMAN: We will go into that at a subsequent meeting, we will not 
pursue that now. We will meet again to-morrow morning at eleven o’clock. 


The committee adjourned at 6 p.m. to meet again Wednesday, May 9, 1934, 
at 11 a.m. 
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Hovusr or Commons, Room 368, 
May 9, 1934. 


The special committee appointed to inquire into price spreads and mass 
buying met at 11 a.m., the Hon. H. H. Stevens presiding. 


Mr. Norman Sommerville, K.C., of Toronto, appeared as counsel for the 
committee. 


The CuarrMAN: Order, gentlemen. The minutes of yesterday record the 
names of the witnesses, exhibits filed and correspondence read. I declare the 
minutes approved. 


Gray Mintimer, examination resumed. 


By Mr. Sommerville: 


Q. Mr. Miller, I want to file a statement that you have prepared, of the 
daily purchases of the 1932 crop. This is a statement that was filed with Mr. 
Sutherland. Just see if that is not the statement prepared by your company? 
—A. I presume it is the same. It looks like it. 

Q. That is the document submitted to Mr. Sutherland?—A. Yes. 


(Statement of Daily Purchases of 1932 crop, filed and marked Exhibit 
No. 133). | 


Q. I observe in the statement of the affairs of the Imperial Tobacco Com- 
pany issued by the Financial Post Corporation Service as a service to brokers, 
this statement which I would like your comment on, as to whether or not-it is 
correct: “The company produces and packs tobacco and manufactures cigars 
and cigarettes. The company controls approximately 90 per cent of the cigarette 
business and 60 per cent of the tobacco business in Canada.” What do you 
say as to that?—-A. I don’t know. We made no such statement. We have 
never given out any such statement as that. 

Q. What do you say is the amount of cigarette business of Canada which 
you control, if it is not 90 per cent?—A. About 75 per cent, cigarettes. 

Q. And what about the tobacco business, about what per cent?—A. Cut 
tobacco, about 66 per cent. 

Q. On cut tobacco, about 66 per cent, you say?—A. Yes. 

Q. And what about other tobaccos; what about the other forms?—A. Plug 
tobacco, 49-8 per cent. 

Q. Yes?—A. Snuff, 97 per cent. 

Q. Yes?—A. Little cigars, 91 per cent. 

Q. Yes?—A. Cigars, 57 per cent. 

Q. Cigars, 57 per cent?—A. Yes, a total, we have estimated, something 
under 70 per cent. 

os Q. The total average of the whole is something a little under 70 per cent? 
—A. Yes. 

Mr. Kennepy (Winnipeg): What is included under the heading ‘Tobacco’? 

You referred to cigarettes, and then tobacco. 


Mr. SoMMERVILLE: Cut tobacco. 
The CHarrMaNn: Smoking tobacco. 
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By Mr. Sommerville: 

Q. Package tobacco, I presume?—A. Yes, both for pipe and cigarettes, 
rolling your own, fine cut. 

Q. Package tobacco?—-A. That includes all the companies. 

Q. That includes all your subsidiaries. I quite understand that?—A. Yes, 
whether they are 100 per cent owned or otherwise. 

Q. May I clear this up. Perhaps you can tell us if this statement which 
I find in the Tobacco Journal is correct, that in the United States in 1933 the 
administration took charge of the situation and the tobacco companies agreed 
to increase the price to the growers by approximately 50 per cent over what 
they were paying before?—A. I don’t recall the percentage; but as I understand 
it, it was to put the price up to 17 cents for bright, flue-cured tobacco. 

Q. That is the average price?—A. For the domestic manufacturers, and 
for a specified amount limited to 250,000,000 pounds out of that crop, which was 
about 725,000,000 pounds. 

Q. The price was raised from an average of about 10 cents to abont 17 
cents’—A. I don’t remember the increase. 

Mr. Lane: From twelve cents and a fraction. 


Mr. Hears: What year was that, Mr. Sommerville? 


By Mr. Sommerville: 

Q. That was for the 1933 crop?—A. Yes. 

). In other words, the price of the 1932 crop, the average, was 12 cents; 
and by reason of the action of the government it was raised to 17 cents?—A. 
That would not be the average of the crop. 

Q. Well, the average paid by those companies?—A. Yes. 

(. The same companies that had been buying then agreed with the gov- 
ernment to pay 17 cents for what they had been paying 12 cents the previous 
year?—A. I think so. 

Mr. Burtu: The 1932 crop was 11:3. 

Mr. SoMMERVILLE: That is so, 11-3 for 1932; and it was raised to 17 cents. 

Mr. Busti: 250,000,000 pounds. 


By Mr. Sommerville: 

Q. Yes, 250,000,000 pounds in 1933?—A. Yes. 

Q. And was there some amount that had to be paid back to the farmers 
on their 1932 crop?—A. Not to our knowledge, sir. 

Q. Nothing of that kind? 

The CHAIRMAN: I saw a report on that to the effect that the leading com- 
panies made the reverse of a rebate, paid some additional bonuses to those from 
whom they had previously bought at abnormally low prices. 

Mr. Busuu: I understand that they had a form of what they call a pro- 
cessing tax that was to apply to the farmers who agreed to a 30 per cent 
reduction. 

The CHarrmMan: No, that is not it. 

Mr, SOMMERVILLE: That is a different thing. 

The CHAIRMAN: This was to properly compensate the farmers from whom 
they had bought, earlier in the season, a large portion of their crop at low 
prices, and to bring them up to the level of the higher price, is that right? 

Mr. Burtu: I think so. 

Mr. Heaps: Are these the N.R.A. Codes in the United States you are 
referring to now, Mr. Sommerville? 

Mr, SomMeERVILLE: No, this is something special. 
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Mr. Facror: It is under the Agricultural Adjustment Administration. 


Mr. SommervitLE: Under the Agricultural Adjustment Administration the 
president stepped in when the abnormally low prices were being paid at the 
beginning of the crop in Georgia, and succeeded in getting an agreement to 
pay 17 cents instead of about 11 cents on the previous year’s crop. For those 
crops that had already been bought in 1933 at less than 17 cents, the companies 
had to rebate or had to pay a bonus, or reimburse those farmers from whom 
they had bought so as to bring their average price up to 17 cents, 


The Wrrness: That is right, Mr. Sommerville, but I think you should 
mention here that that was only for the domestic manufacturers. 


Mr. SoMMERVILLE: Oh, yes, I understand that. 


The Witness: That gave an average on the whole crop, according to the 
information we have, of 15:2 cents. 


By Mr. Sommerville: 
Q. Oh, yes, they could only deal with domestic buyers?—A. Yes. 
Mr. Kennepy (Peace River): You said the president persuaded them. 
How did he persuade them? 
Mr. SomMMERVILLE: Ask the tobacco men. 
Mr, Facror: He made an agreement. 
Mr. SomMERVILLE: An agreement was made. 


By Mr. Sommerville: 
Q. And that was followed up, was it not, Mr. Miller, by an agreement that 
the buyers of Burley and similar tobaccos would increase their price by 50 
per cent?—A. I don’t remember the fizures—12 cents for Burley. 
Q. 12 cents for Burley, from the previous price of about 7 cents?—A. I 
don’t know the previous price. We have not any record of it. 
Q. Is that not your recollection?—A. I might ask Mr. Lea. 


Mr. Lea: I think that is quite right. 


By Mr. Sommerville: 

Q. So that that Burley price was increased from 7 cents to 12 cents 
approximately ?—A. Yes. 

Q. And on the flue-cured it was raised from 11 cents to 17 cents, approxi- 
mately ?—A. For domestic manufacturers. 

Q. Then I find that the manufacturers made the announcement to the 
president that the tobacco company representatives declare that after paying 
the higher price under the agreement, it would not affect the price to the con- 
sumer?——A. I don’t remember that. All right, it may be so. I just don’t know. 

Q. I thought perhaps you, being in the business, would be interested in 
knowing that you could pay 50 per cent more for your leaf and not increase 
the price to the consumer?—A. Well, my recollection is—you want to know 
what my recollection is? 

Q. Yes?—A. As near as I know they were allowed to increase their price 
to the trade by whatever increased cost was produced by this increased price 
to the farmer, and I have heard—whether it is so or not, what with labour and 
what not—some 50 cents a thousand is my understanding of what they were 
allowed to increase their price to the trade. 

Q. To the trade?—A. As to the question of the price to the consumer, 
as you may know the retail price in the United States has been in such a chaotic 
condition for years that I don’t know that they could say what the price to the 
consumer was, so I am not sure. The standard price was 15 cents a package. 
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That was the original understood price, 15 cents for 20. I dare say that the 
trade and everybody would still sell at 15 cents, if they could establish a 
standard price, and be better off; that may be what they meant. 


By Mr. Factor: 


Q. Part of the arrangement, as I understand it, was that the manufacturer’s 
price must be in direct relationship to the increased cost?—A. ‘That is right; 
which I understand was about 50 cents per 1,000 for cigarettes. 


By Mr. Sommerville: 
@. Apparently the difference was absorbed somewhere before it reached 
the consumer?—A. Well, some consumers paid it. Yes, the trade may have 
absorbed it. 


Mr. Kennepy (Peace River): How do prices of the finished product, in 
cigarettes, compare in Canada and the United States? 


Mr. Sommervitte: I might just follow that through. 


By Mr. Sommerville: 


Q. As I understand it, Mr. Miller, Lucky Strikes, Camels, Chesterfields 
and Old Gold, 20 in a package, sell at two for a quarter?—A. They sell at 
anything, as far as my knowledge goes, from probably 11 cents a package up 
to 15 cents a package. | 

Q. Originally it was a 15 cent package?—A. Yes. 

Q. But generally speaking is it not fair to say that the average is two 
for a quarter through the States?—A. Well, that would be hard to say. 

Q. What do you say was the average?—A. I frankly never tried to figure 
what the average is. You take all the big chain stores, take A. & P., they 
have sold them by cartons, as I have heard, —it is all hearsay and what I have 
read—with probably not more than 1 per cent or 2 per cent margin on them, 
and all the other chain stores have followed. The other little retailers have 
got to follow more or less, depending on their proximity to the chain stores. I 
don’t know what it is. 

Q. Let us start at 15 cents?—A. All right. | 

Q. They do not sell for more than that?—A. I don’t think so, not the 
big brands. 

@. And they sell much less, I have been told?—A. Yes, 

Q. So let us start with 15 cents?—A. All right. 

Q. The excise tax in the United States is $3 a thousand?—A. Yes. 

Q. That is 6 cents for 20?—A. Yes. , 

Q. That leaves 9 cents for the manufacturer, the jobber, the retailer, the 
grower and suchlike; that is, 9 cents is left to be distributed between the grower, 
the manufacturer, the jobber and the retailer?—A. 9 cents? 

Q. Yes, 6 from 15?—A. Yes. . 

Q. And if they are being sold at two for a quarter, as I am told, then 
it is really 7 cents that is left to be distributed 2A. Two for a quarter would 
be 6. 

Q. It would be 13 cents?—A. Yes. 

Q. So that there is from 7 to 9 cents that is available for distribution be- 
tween the various parties that take part in the production of the cigarette. In 
Canada similar quality cigarettes sell at what price, 20 for how much?—A. 20 
cents. 

Q. 20 for 20 cents?—A. Yes. 

Q. And here you have a $4 excise tax?—A. Yes, and sales. 

Q. That is 8 cents a package?—A. Yes, and 6 per cent sales tax, 

Q. That is 12 cents per package?—A. And 6 per cent sales tax. 
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Q. All right, let us take 6 per cent sales tax; that is 14 cents on 20 cents?— 
A. Your sales tax is not on the consumer’s price. 

Q. It is not on the consumer’s price?—A. No, on the manufacturer’s price. 

Q. For the purpose of argument let us say the sales tax amounts to 3 of a 
cent a package?—A. 45 cents a thousand. 

Q. Well, it is less than half?—A. No, 45 cents a thousand would be— 

Q. Well, let us say a cent? 


Mr. Lane: 45 cents a thousand, and $4 excise, and then take the duty. 


Q. And there are fifty packages in a thousand?—A. Yes. 
The CHAIRMAN: Less than one cent. 

Mr. SOMMERVILLE: Less than a cent. 

The CHAIRMAN: We will say a cent. 

The Witness: I just wanted to be accurate. 


By Mr. Sommerviile: 


Q. Let us say for purposes of argument, a cent?—A. All right, sir. 

Q. Then, excise 8 cents a package, and the sales tax one cent a package, 
that is nine; and that leaves eleven cents in Canada for distribution between. the 
grower, the manufacturer, the distributor, the jobber and the retailer?—A. Yes. 

Q. As against from seven to nine cents in the United States for relatively 
the same thing?—A. All right, sir. 

Q. That is approximately the position, is it Mr. Miller?—A. Yes. On page 
77 of my brief there I show the split-up of a 25 cent package (25 for 25 cents), 
which you refer to. Out of the 25 cents the retailer gets 3-3 cents, the jobber or 
wholesaler 2:2 cents, the Canadian Government in excise and sales taxes 11-1 
cents, and the manufacturer gets 8-4 cents. That is what he has with which to 
pay for labour, the farmer for the tobacco, and for advertising, selling expenses, 
and so on. . 

Q. That means that after paying the taxes, excise and sales, on that 25 
cent package, there is 13-9 cents per package to pay for the manufacturer, jobber, 
retailer and grower?—A. What is that again. 

Q. From the 25 cents take 11:1 cents?—A. Oh, yes. 

Q. And that leaves 13-9 cents?—A. Yes. 

Q. To cover the grower, the manufacturer and the distributor?—A: Yes. 

Q. That is the breakdown? 


Mr. ItstEy: Have you any comparable United States figures? 
Mr. SoMMERVILLE: The only thing I think is the 7 to 9 cent figure. 
The Witness: I think I have something, sir. 


By Mr, Isley: 


Q. Have you any figure to compare with the 13-9 cents?—A. I think so, sir. 
I see here is a statement comparable, at 15 cents to the consumer. 

Q. In the United States?—A. In the United States the manufacturer has 
cot $2.38 to take care of the other; the manufacturer has 31 per cent. At fourteen 
cents— 

Q. Wait a minute now, Mr. Miller, what is that at 15 cents?—A. The manu- 
facturer’s proportion out of that consumer’s dollar. 

Q. Perhaps you will give us the consumer’s dollar less the tax, to be com- 
parable?—A. That is where there is a state tax of one cent. I will start at the 
beginning. The 124 cent package, that is what you spoke of: internal revenue 
tax $3; manufacturers $2.28, dealers $-87. 
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By Mr. Factor: 
Q. Is that per hundred?—A. Per thousand. Or percentages: internal revenue, 
48; manufacturers, 38; dealers, the trade, 14 per cent. At 20 for 13 cents: | 
internal revenue tax $3, or 46-2 per cent; manufacturers $2.38, or 36-6 per cent; | 
dealers $1.12, or 17:2 per cent. : 
Q. Is there any way you can break up a package of cigarettes comparable : 
to the way in which you have broken it up on page 77?—A. I think we could, yes. 


By Mr. Sommerville: 


Q. I think if you would be good enough to do that and file it with the com- | 
mittee, we would appreciate it?—A. We will be glad to. 
Q. For your 15 cent and 20 cent package?—A. Along the lines on page 77. 


Mr. Factor: Yes, showing the retailer, the jobber and so on. 


By Mr. Senn: 


@. Would it not be possible in your computation on page 77, the way you 
have it broken up, to have stated the amount which went to the producer?—A. 
It might be possible to get it. 

Q. You have the comment following that about the statement by Professor 
Leitch that the growers would be happy if they received 1-75 cents per package? 
—A. Yes. 

Q. Evidently that is more than they do receive?—A. Professor Leitch says 
the growers would be happy if they received— 


By Mr. Sommerville: 
@. What you say in your brief is:— 

Professor Leitch stated that the growers would be happy if they 
received 1} cenis per package, which, on the basis of his figuring, would 
be 233 cents per pound green weight to the farmer, which is equivalent to 
an increase of approximately 23 per cent in price to the grower. 


In other words, 1} cent per package would assure a 23 per cent price increase 
to the grower?—A. Of the previous year’s price. 

@. Of the previous year’s price, that is right?—A. You have got roughly 
20 cents there. 


By the Chairman: 

. 17 cents per package, which is the basis you say in your analysis of Mr. 
Leitch’s figures would be 234 cents per pound?—A. Yes, sir, green weight. 

Q. To the farmer, which is equivalent to an increase of approximately 23 
per cent in the price to the grower. That is in your brief. It would bring the 
price to the grower up 233 cents from what was actually paid in that year?— 
A. In 1983. | 

@. And the amount of the increase would be 23 per cent?—A. To the 
grower. ! 


‘@. Yes?—A. Yes, sir. 


‘By Mr. Sommerville: 


Q. In other words, 1% cents per package is 23 per cent more than he got the 
previous year?—-A. That is right. 


By Mr. Kennedy (Peace River): 


Q. Referring to your argument on page 77: you say: “In our opinion this is 
slightly higher than is advisable, for the well being of the tobacco growing 
industry, because of their having an exportable surplus and it being necessary 
for them to meet world (Empire) prices, as previcusly dealt with?—A. Yes, sir. 


PRICE SPREADS AND MASS BUYING 1583 


Q. Why does the tobacco grower have to meet world prices, or export prices 


in our domestic market; why should he, you are having the advantage of the 


tariff, why should not he get the advantage of the tariff?—A. Well, sir, I would 
like to say that we feel certainly that the law of supply and demand has some 
bearing on the price to the farmer, and the export market has come into it, 
when they raise a surplus of tobacco—in our opinion there has been a surplus 
of tobacco, with due deference to opinions that differ, that is our opinion—we 
believe there has been, at least at the present time; that on the market includ- 
ing what we have bought from the 1933 crop which was more than we needed 
and we paid a higher figure, went into try and help and protect the market; 
we believe that there is even now 25,000,000 pounds of tobacco, flue-cured 
tobacco, on the market, and held by manufacturers that they do not need; 
that is more than their normal requirements. 

Q. Why does it not affect the price of your finished products in Canada?— 
A. It has affected the price of our finished product. 

Q. It has not brought it down to world prices?7—A. What world price? Do 
you mean the world price of the manufactured article; naturally the world 
price of the manufactured article in every country is different. We are 
labouring—take the tax on cigarettes, $4 a thousand, and 6 per cent sales taxes,, 
and all the other things. You must compare that— 

Q. I do not think there is anything to that argument at all, Mr. Miller?— 
A. You must compare— 

Q. But that difference would improve the price of 234 cents for the grower 
in Canada?—A. We are willing to pay any agreed price that the manufacturers 
get together on and are willing to pay. 

Q. But you are the 80 per cent buyer?—A. No, sir, we are not the 80 per 
cent buyer. 

Q. You were the 80 per cent buyer?—-A. When we were buying 80 per cent, 
we paid a higher price. 


By Mr. Sommerville: 


Q. Now, Mr. Miller, as a matter of fact is not this just the situation: in the 
last five years your net profits have amounted to $32,477,166.07, from balance 
sheet you filed?—A. I haven’t the figures, sir, you can add them up. 

Q. I have had them completed from balance sheet you filed of the Imperial 
Tobacco Company alone; and in addition to them you have in the statement 
yesterday undivided profits of subsidiary companies of $3,748,087.66; making 
a total of $36,225,253.77?—A. I do not think that is just a fair statement, you 
have taken certain years there, Mr. Sommerville. 

Q. I am taking the undivided profits from your statement?—A. But those 
undivided profits might, and probably were, earned prior to the period you 
mentioned. 

Q. I am only taking these figures out of the report. We could show that 
you have added to your depreciation enough to cover 100 per cent on some of 
your subsidiaries. I am not breaking down these figures, I am just taking these 
as undivided subsidiary profits?—A. I just wanted to remind you of that feature, 
sir; it is all right, sir, quite. 

Q. In addition to that, the amount that has been paid to six executives— 
five only in 1932 and 1933—in these five years was $1,861,923.68; or a total 
of $38.087,177.38; during which time you have reduced the price to the pro- 
ducer 50 per cent, and to the wage earner to whatever amount you say?—A. 
Reduced the price to the consumer, and paid enormous taxes to the government, 
too, sir. 


The CuairMAN: No, no; that is all clear. 
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By Mr. Sommerville: 
Q. Your net profit, after you have taken care of everything else. 


eee es eee 


Mr. Mituter: Do you say that out of this amount there was anything due | 


by way of taxes to the government?—A. No, sir. 

Q. You have taken care of every government tax, every excise tax; you 
have taken care of all the depreciation, and it has been plenty; you have set 
up reserves out of funds received as dividends; you have paid everything, all 
the wages owed to everybody, and you have paid this amount, and you have 


this amount that I have referred to—$38,000,000?—A. I would like to have 


an opportunity of checking that, sir. 


| 


Q. I am taking it from the statement you filed yesterday?A. Yes, sir. | 


Q. And, Mr. Miller; having reduced your price to the producer by 50 per 
cent that just added to the depression until he finds himself down and out?—A. 
What price of 50 per cent do you mean. 

Q@. I mean the price that you reduced to the producer in 1931, on your 
own statement you paid 31 cents and a fraction, approximately 32 cents; and 
in 1932 you paid 17 cents, and that is a 50 per cent reduction?—A. I think 
it is fair to say that when we paid 17 cents the other people paid 14 cents 
for their tobacco. 

Q. But they would not have paid 14 cents if you had not started at 17, 
and you knew it?—A. How did we know it, sir? Naturally we have to protect 
ourselves. 

Q. You are doing it?—A. Against under selling by other manufacturers, 
if they are going to buy tobacco at a very low price. 


By the Chairman: 

Q. But, Mr. Miller, the lower average price paid by others is not com- 
parable to yours, because, as you have yourself stated, the Imperial Tobacco 
Company buys the largest proportion of the higher-priced tobacco?—A. Yes, 
sir. 

Q. And all these others mentioned in the general comparisons which you 
have made in your brief include the lower priced tobaccos?—A. Yes. 

Q. And if one man has say 6 per cent lower and another man a 6 per 
cent higher price, then his average is going to be much higher than the other; 
and that is according to your own statement over the last three or four days, 
that is just what happens. That, of course, could be carried out with meticulous 
detail by going into his books. I do not think there is any need for that. I 
should think it would be admitted at once. 


By Mr. Sommerville: 


Q. At any rate, the situation of the grower in 1932 was about 50 per cent 
worse than it was in 1930, wasn’t it?—A. Yes, sir. 

Q. He was 50 per cent worse off in 1932 than he was in 1930?—A. One 
of the reasons was because he raised so much tobacco. 

Q. And one of the reasons was because you reduced by 50 per cent and 
just added—?—A. Because of over production for one thing. 

Q. And that just added to his depression. 


By the Chairman: 

Q. Why do you say, Mr. Miller, and why do you persist in saying over- 
production, when every pound of the 1932 production was liquidated?—-A. We 
believe Mr. Stevens, that there was still 25,000,000 pounds more of flue-cured 
tobacco on hand here than was needed or wanted by the manufacturers. 

Q. Now, wait a moment; that includes the 1932 crop?—A. Yes, sir. 
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| Q. And it is still questionable, because you have admitted that you use 
the tobacco taken in one year about two or three years later in your manu- 
| facturing?—A. About 18 months after. 

Q. You gave us that, from two to three years. So you do not take into 
consideration the 1932 crop with any surplus that you may have had over 
from the 1931 and 1932. The problem that arises regarding over-production 
is a present-day problem which can be frankly faced, but it does not justify 
your reduction in 1931 and in 1932 of the price, because then the condition that 
you now mention did not obtain?—A. Mr. Chairman, we have got on hand 
as on March 31st, 24,000,000 pounds of flue-cured. tobacco. 

Q. Wait a minute, March 31, 1934?—A. Yes, sir. 

Q. After taking the crops of 1932 and 1933; but it was in 1931 that you 
made the big reduction in price. Can’t you get that point, Mr. Miller?— 
A. Well, certainly; on reduced acreage, Mr. Chairman. Our inventories of 
1931 were nothing comparable to what they are to-day. 


By Mr. Sommerville: 

Q. Mr. Millar, in 1931 before you had the big crop you deliberately 
reduced the price from a top of 40 cents to a top of 30 cents, which was a, 25 
per cent cut at once, and got down to a price that was away below anything 
that had ever been paid before; that was before there was ever a big crop. 

Mr. Iusutey: There was 24,000,000 pounds in 1931 which was just as big 

a crop as in 1933. 
The Witness: 1931 was a big crop, twice as much as it was in 1930. 


By Mr. Sommerville: 

Q. But you paid 22 cents?—A. That is, when the price went down there 
was twice as much raised. 

Q. You paid 30 odd cents?—A. It was not 30. 

Q. No, I beg your pardon, 22 cents——A. That is when the price went down 
twice as much— 

Q. Now then, in addition to reducing the price to the producer, which we 
have heard, you reduced wages to the employees?—A. We have not yet got our 
figures on that. There have not been any real wage reductions in our factories. 

Q. You said at least two per cent?—A. That happened this year, last fall. 

Q. Can you tell me Mr. Miller, with all these accumulating profits made 
on tobacco that gives you a great deal more than the tobacco you are using this 
year, because you are using this year what you bought in 1932, with all those 
accumulating profits, what has your great company done to relieve or assist 
this country through the present depression—one single thing?—A. Well, we 
feel that we have done all we possibly could to warn the farmers against 
overproduction. It is a matter of record what we have advised them, 
not only through the newspapers but by circular letters through the Depart- 
ment of Agriculture at both Ottawa and Toronto. We have done everything 

we possibly could to see that they did not overproduce tobacco. If we wanted 
to put through low prices would we be trying to make them reduce their acreage 
and reduce their planting? The logical thing would be to let them plant what 
they wanted this year. We went into this market up there this year and paid 
everybody practically 20 cents a pound when we really did not need the tobacco, 
to try and help the situation. We have done everything we have known how 
to do. 

By Mr. Factor: 

Q. You originally encouraged the producer to increase his acreage?—A. To 

a reasonable extent sir, only a reasonable extent—slowly. 
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By Mr. Sommerville: 


(. When in 1931 he increased his acreage, you went out and bought from 
the new man?—A. Well, that statement is made. We were not aware of any- 
thing. We have discussed— 

Q. When you were asked that question yesterday, Mr. Buell said they 
bought where they could get good tobacco?—A. We did not discriminate against 
the new raiser, no. 

Q. We know that you did not discriminate. That is one way of putting it. 
You encouraged— —A. Fair way. 


Mr. Young: Why should he discriminate against the new grower? 


By Mr. Sommerville: 


(. If you were discouraging the increase of acreage among the old erowers, 
was it an inducement to the old growers to reduce their acreage when they 
found you going out and buying from the new growers who came into the field? 
—A. Mr. Sommerville, I ask you if we had wanted to try to force the price 
down and grind the farmer down, would we have gone to all the effort we have 
gone to, to try to get enforced this year a plan for the reduction of acreage 
by 25 per cent? Would we have advised it, when in our opinion it should be 
33% per cent, would we have tried to do that, if we had wanted to grind the 
farmer down to a low price for his tobacco. That does not seem reasonable 
to me. 

By the Chairman: 


Q. Mr. Miller, the fact is you did unduly reduce the price and the farmers 
are suffering, because the farmer is suffering, other business concerns, fertilizer 
companies and machinery companies are not being paid. Why? Because the 
reduction in the price of tobacco in 1931 and 1932 was such that the farmer 
could not pay the cost of production?—A. Well,— 

(. Here is a thing that puzzles me. In the face of what Mr. Sommerville 
has read out here this morning, and pointed out to you in the way of the highly 
prosperous condition of your company—nobody is complaining particularly 
about that, if the other people are getting a fair share—in the face of the highly 
prosperous condition of your company the reduction in price to the consumer 
amounted to only $3.50 in 1982?—A. The cigarettes? 

Q. On the cigarettes?—A. Look at tobacco, 

Q. It is very small—A. Cigarette tobacco business is a very important 
thing in the business. 

Q. That is a very small reduction?—A. I think you are wrong. 

Q. This is your own brief?—A. Look at the next page. What page are 
you looking at? 

@. Page 45. I am saying you only made a very small reduction, because 
$2 came off in the excise tax——A. No, that is not the last case. Look at the 
page, sir. 

Mr. Factor: I cannot appreciate the mentioning of those percentages when 
you take an ordinary package of cigarettes. 

Mr. Lane: That is an error. 


By Mr. Factor: 


@. Take an ordinary package of standard cigarettes, the 20 cent package, 
what was the retail price to the consumer, starting from the year 1930. What 
would the consumer have to pay for a 20 cent package of cigarettes in 1930?— 
A. He paid 25 cents for that package. 

Q. That was due to the high excise2?—A. For the big brands. 

Q. With the high excise tax?—A. Yes. 
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Q. What did he pay in 1931 for’ the same package?—A. I forget. 1931, 
you say? 

Q. Yes—A. You had still a high excise, a package of 20 for 25 cents. 

Q. What was the price that the consumer paid in 1932?—A. The excise 
tax was dropped from $6 a thousand, to $4 a thousand, $2 a thousand reduction 
there, and the price to the consumer was changed from 124 cents—124 a thou- 
sand, from 20 cigarettes for 25 cents, to 20 cigarettes for 20 cents, or ten a thou- 
sand, a reduction of 24 to the consumer. 

Q. Because the excise tax was reduced?—A. Primarily that. 

Q. What was the price paid by the consumer in 1933?—A. It was 20 
for 20. 

Q. What did you pass on to the consumer in that package?—A. I am 
dealing with one brand. You were asking me to make a comparison. That is 
one brand, but other brands have been reduced. So far as we are concerned, 
the records there on that page show that we have reduced our price from 1930 
to 1933 from $3.82 less excise sales tax to $3.46. 

Q. To the jobber?—A. What we get. 

Q. What I am trying to find out is, where did the consumer get a reduced 
price on the price of cigarettes? You have reduced the price to the grower, 
but the consumer has been paying the same price for his cigarettes from time 
immemorial, has he not?—A. No. 

Q. Say from 1930. The consumer has been paying the same price for his 
cigarettes with the exception of the time when you increased the package 
from 20 to 25, and that was on account of the decrease in the excise tax?—A. 
Primarily, to the manufacturer, but there was more than that passed on. 

Q. It would not be very much more, would it?—A. It would be more. 

Q. How did you pass on to the consumer the lower price that you paid to 
the grower?—A. Well, it is all—for one thing, it is in the good tobacco. 

Q. Well—A. You have got a unit there of 20 cigarettes. You cannot 
change the price to 194 cents or 18 cents. 

Q. That is the unfortunate part?—A. Yes; it is taken care of. 

Q. There has been no reduction to the consumer in that package otf 
cigarettes?—A. There has been a reduction, and the jobbers have gotten more 
out of it. 

Mr. SOMMERVILLE: You are retailer and jobber. Let us get this clear. You 
control the jobber in a number of the large centres in Canada. 


The Wirness: Less than 4 per cent of the whole business in Canada is the 
amount we control. 


By Mr. Factor: 

Q. As a matter of fact, vou also control the selling price of the cigarette, do 
you not?—A. Yes, we try to encourage the maintenance of prices. 

Q. I am not quarrelling with you on that, but you do control it?—A. We 
try to. 

By Mr, Ilsley: 

Q. On this question of cigarettes, I have tried several times to find out 
whether you did reduce the price on any brands? I understood first that you did 
not, then later on, you said on some brands you did, and now I understand that 
the price to the consumer was not reduced on any brand of cigarettes; is that 
true or not?—A. When do you mean? 

Mr. Epwarps: They were reduced from 30 to 25? 

Mr. Iustey: That has reference to the excise tax. I thought everybody 
understood we were not talking about that. I am talking about whether this 
company reduced its price; apart from the excise tax reduction did this company 
reduce its price to the consumer? 

The Witness: No, not during that time; it was not practical to do it. 
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By Mr. Ilsley: 

Q. We can get that definitely?—A. Not on cigarettes, but it was on good 
tobacco. | 
Q. Then the reduction in price to the producer was not passed on in such 
a way that the consumer of cigarettes got any of the benefit at all?-—A. There 
were some brands reduced in price during that time. 

Q. What were they?—A. Sweet Caporal. I was just reminded of that, sir. 
There was quite a drop there. 

Mr. SOMMERVILLE: Perhaps you would be good enougn to tell us. 

The Witnsss: Broadly speaking— 

Mr. Factor: What was the price of Sweet Caporal in 1930? 

The CHAIRMAN: Mr. Miller, need it be a difficult thing to say? Has there 
been a reduction in the price of the common brand of cigarettes? Good gracious., 
you have about a dozen men, and surely you can tell us that. It is pathetic, 
really. 

The WitNEss: What is the question? 

The CHAIRMAN: The question is, what has been the reduction in the orice 
of Sweet Caporal cigarettes to the consumer? Good gracious, it is a simple thing 
to give us that. 

The Witness: The same price as Players. 

Mr. Factor: Do you mean to tell me you do not know the price? 

The CHAIRMAN: A dozen men in the audience can tell you. 


By MT, fac.or.- 

Q. Do you mean to tell me you do not know the price to the consumer?— 
A. Now? 

Q. No, in 1930?—-A. It was not a very big seller. 

Q. You started to give us Sweet Caporal as an illustration of the reduction 
in price to the consumer; let us have it. What was the price in 1930?—A. We 
tried to get it for you, but it was certainly more than 20 for 25, and it now sells 
20 for 25. There was certainly that much of a reduction, and I think it was 
really more than that. 

Q. It seems very strange to me that the President of the Imperial Tobacco 
Company, assisted by half a dozen men here, cannot tell me what the price of 
Sweet Caporal was to the consumer in 1930? 


By Mr. Isley: 


Q. Mr. Miller, I «lo not want to add to all this questioning needlessly, but 
at the end of your evidence of last Friday, you gave evidence which I thought 
was very definite, and which seems to have been changed later. Mr. Sommer- 
ville asked you these questions: — 

Q. Now, I want to ask you this further question: When the price to 
the producer was reduced from an average of 32 cents in the year 1930 
to an average of 16 or 17 cents in the year 1932, how much did you reduce 
the price of cigarettes to the consumer?—A. The price of cigarettes to the 
consumer? 


The CHatrrMAN: Take some typical brand. 


By Mr. Sommerville: 


Q. Give me a typical brand, Turrets, for instance?—A. Page 48? 
Q. That deals with the whole produce?—A. Well, so far as any 
reduction in cigarettes is concerned, that is, in Turretts itself? 
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Q. Yes.—A. Well, there has been no decrease in price because of 
any change in the price of tobacco, but there are a lot of governing 
factors in the situation. 

Q. And does that also apply generally to the various brands of 
cigarettes, that same answer?—A. You mean throughout Canada? 

Q. Yes.—A. Yes, sir. 

Q. Then, the price paid for tobacco, if it is not passed on to the 
consumer, reflects itself in a higher profit to the manufacturer?—A. Of 
necessity, yes. 


Mr. SOMMERVILLE: I will leave it at that point. 
Now, I thought that concluded it, but since you seem to keep on talking as if 
some brands were reduced to the consumer. Now, if they were, what were they 
and how much?—A. With respect to Sweet Caporal, I put it ‘this way: I am 
trying to clear up the whole situation. What I said with regard to Turrets at 
the time, the price to the consumer, because of the change in price of tobacco 
during 1930 or 1931, was not changed. The price to the consumer was not 
changed. The change in price of Turrets to the consumer was due to the excise 
tax change. 
Mr. SoMMERVILLE: That confirms the evidence of Friday last? 


The Witness: The statement we referred to on page 45 or 47, was for all 
the brands. We had a lot of brands at varying prices. 


By Mr, Factor: 


Q. Another situation— —A. Wait a minute, Mr. Factor, I am trying to 
clear that up, sir. Sweet Caporal cigarettes were not selling to any large 
extent, and they were selling at a higher price. I am sorry I cannot state at 
the moment what price. They were a very small brand, and they were being 
sold at a higher price, and we reduced the price to 20 for 20 cents, and 25 for 
25 cents. Now, that reduction in price reflects in our average price, the same 
way. We have reduced the price to the consumer irrespective of the reduction 
in excise tax on our Millbank cigarettes, and several other brands, which affects 
the average price that we get for them, and the average price that, of course, 
- the consumer gets. The consumers’ price has been reduced too. 


By the Charman: 


Q. Are you talking of the wholesale price, or the price that I pay for a 
package of cigarettes?—A. When I say “ Consumers’ price” I mean the price 
you have to pay, Mr. Chairman, for them. 

Q. Is not this a fact, in 1930, you paid 25 cents for 20 cigarettes? 


Mr. Lane: No. 

The CHAIRMAN: That is what it was. 

The WitNnsss: 35 cents, I think it was, for Sweet Caporal. 

The CuairMAN: To-day it is what? 

The Wirnzss: 20 for 20 cents, or 25 for 25 cents. 

Mr. SOMMERVILLE: That is because of competition with other brands. 

The CHairMAN: What are your chief sellers, Mr. Lane? , 

Mr. LANE: Mr. Stevens, Mr. Miller has said there has been no change in 
the price to the consumer. There has been a change in the swing of our trade 
from one brand to another. 

: The CHAIRMAN: Never mind that. What are the brands. Give us half 

a dozen. 
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The Witness: Turret. There is no change. On Sweet Caporal— 
Mr. LANE: There is a change on Sweet Caporal. 
The Witness: Winchester, no change. 

The CHAIRMAN: What is another? 

The Witness: Guinea Gold, no change. 

The CHAIRMAN: Players? 

The WITNESS: Players. 

Mr. Lane: There is a change. 

The CHarrMAN:. How much? 

Mr. LANE: From 35 cents for 20 to 20 for 25 cents. 
The CHamrMAN: That is due to excise. 

Mr. LANE: That is more than the excise. 

The Witness: 18 for 25. 


By Mr, Factor: 
Q. May I suggest that Mr. Miller file with the committee a statement on 
each brand, and the comparative prices from 1929 to 1934. 
Mr. LANE: I suggest you limit that to half a dozen prominent brands. 
Mr. SOMMERVILLE: Make it ten leading sellers. 


By Mr. Factor: 

Q. What about the price of cigars? Did you get the information on the 
cigar situation for me?—A. No, sir; I have not been able to get it yet. 

Mr. SoMMERVILLE: Have you any of the information asked for yesterday 
available? 

The Witness: Not yesterday; but I have a statement here to file on our 
stocks of leaf tobacco by years, and by grades. 

Mr. SoMMERVILLE: ‘That will be exhibit No. 134. 


Statement of stocks of leaf tobacco by years and grades filed and marked 
exhibit No. 134. 


By Mr. Young: 

Q. According to the evidence, you have 24,000,000 pounds of tobacco on 
hand?—A. Yes. 

Q. You say that is more than your normal requirements?—A. Yes. 

Q. How much more?—A. That is probably thirty-six months’ duration. 
Three years’ duration, based on what we have been using up, sir. 

Q. If you had not to-day more than your requirements, what would you 
have on hand now?—A. Probably, I think—it would be hard to say—two and 
one-half years would be about four to five million pounds. 

Q. You have four or five million pounds more than your normal require- 
ments?—A. Yes. 

Q. Why did you buy that additional tobacco?—A. Because of the general 
conditions, and we thought it was good tobacco, and to help the general situa- 
tion with the farmers and to save any— 

The CuaiRMAN: It is good stuff to hold, anyway. 

The WITNESS: —to save any break in the market. We hope so, sir. 

The CHatRMAN: It improves with age? 

The Witness: To a certain degree. 

The CHaAtrRMAN: It is like whiskey in that respect. 
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By Mr. Senn: 

@. May I ask a question before it gets too far on. I am interested in 
this matter of overproduction, and the scheme that is on foot to reduce produc- 
tion. In estimating the amount of acreage that should be reduced, you said 
it should be 334 per cent?—A. Yes. 

@. Instead of 25?—A. Yes. 

@. In making that estimate, have you taken into full account the prospect 
of the export trade?—-A. Yes, in our opinion—our opinion of it. 

@. Can you tell us why there is no immediate prospect of an increase, a 
real increase, in the export trade, having regard to our Empire preference?— 
A. Well, we have been doing our best to interest one of the biggest British 
manufacturers in using Canadian flue-cured tobacco. We met with reasonable 
success for a time, but at the moment we understand that the brands that they 
were using have fallen off in sales so materially that they themselves are over- 
stocked at the present time, with that type of tobacco. Of course, that does 
not mean that there are not other people who can and will use Canadian 
flue-cured tobacco. 

Q. Is it not true that our Canadian flue-cured tobacco compares very 
favourably in quality with what is being purchased from the United States? 
—A. Well, compares favourably, yes, but it is not the same. 


By Mr. Sommerville: 

Q. I thought I had a statement by Mr. Cooper, Mr. Cooper is one of your 
directors, is he not?—-A. Yes. 

Q. And what is his position with the British American?—A. One of the 
directors. 

Q. What is his position in the Imperial of Great Britain?—-A. No con- 
nection at all. 

Q. Perhaps I may have that this afternoon, his statement when he was here 
last year as to the position. That would clear up the situation on that?—A. All 
right. 

By Mr. Young: 

Q. Going back to the other point, you have on hand four or five million 
pounds more of flue-cured tobacco than you need?—A. Yes. 

Q. I think you said a little earlier that in Canada there was 25,000,000 
pounds more than required?—A. In the world. That is including the United 
States and here to. 

@. How much is there in Canada?—A. We figure that there is about 
10,000,000 pounds—that is our estimate, our rough figures—in Ontario, which 
is being held by the Ontario government. 

Q. In addition to what you are holding?—A. Yes. 


By Mr. Sommerville: 

Q. Of the 1933 crop?—A. The Ontario government, out of the 1933 crop, 
advanced money, as we understand it. Then also I believe the Canadian Leaf 
Tobacco Company have advanced them money in processing their tobacco; 
and what with these overstocks in the Imperial Tobacco Company of Great 
Britain—we are, of course, estimating that, but we feel reasonably sure that 
there is somewhere between twenty and twenty-five million pounds in sight 
that is more than is really necessary, already. 


By Mr. Young: 


Q. That is in the world?—A. Yes. 
Q. I mean in Canada?—A. Well, here in Canada— 
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The CHarrMAN: What is the total world’s consumption? 
Mr. Youne: Let me get an answer to my question, please, Mr. Chairman. 
The Witness: I am sorry. What is the question? 


By Mr. Young: 

Q. I want to know what the over-supply is in Canada at the present time? 
——A. Well, it is an estimate, of course, but taking into account our position 
and what we believe is the position of the Ontario government, we believe that 
it is somewhere about fifteen to eighteen million pounds in Canada. 

Q. In Canada?—A. Yes. 

Q. For which there is no immediate demand?—A. To our knowledge there 
is no demand. 


Q. That that is held by the government is in the hands of farmers, guaran- | 
teed by the government; is that it?-—-A. No. Two-co-operative societies hold it. | 
As I understand it, it has been money advanced by banks to be paid to the > 
farmers and guaranteed by the Ontario government. That is as we under- | 


stand it. 


Q. Have the farmers sold it or just taken an advance on it?—A. Taken an 


advance on it. 


Q. It is still in their hands?—A. Yes, it is still in their title—they have 


title to it. 
Q. Have other Canadian manufacturers got any?—A. I don’t know what 
their position is. 


By the Charman: 


Q. Before you leave that, I think it would be most unfortunate to allow 


a damaging impression-to go abroad regarding the position. You say, in your 
opinion, there are about 24,000,000 pounds over-supply of tobacco in the 
world?—-A. Yes, of flue-cured Canadian tobacco. 

Q. What is the total production each year, or we will say, what is the 
total importation of importing countries each year of flue-cured tobacco? 

Mr. SOMMERVILLE: Great Britain takes 197,000,000 pounds. 

The Witness: You mean Canada? 


By the Chairman: 
Q. No, I mean of the total, Virginia and so on?—A. I don’t know what 
the total is. 
Mr. SOMMERVILLE: We had the figure. 
The CHatrMan: You have a pretty good idea. I have a very good idea 
myself. I think it is 170,000,000 pounds or something like that they import 
from the United States. 


| Mr. SOMMERVILLE: Great Britain alone imports 197,000,000 pounds from 
the United States. , 


The CuatrMan: Mr. Buell gets about $85,000 a years to follow these 
things. What is it, Mr. Buell? 

Mr. Burtu: I don’t know. 

The CuatrmMan: You don’t know. It is most pitiful. 


By the Chairman: 


Q. Before you leave that, won’t you agree, Mr. Miller, that the weight of 
this alleged excess is not much compared with the annual consumption of 
importing countries, or Great Britain alone—take Great Britain alone?— 
A. Well, Mr. Stevens, yes, if you want to include American tobacco and flue- 
cured tobacco; 24,000,000 pounds is a comparatively small amount of the world 
crop of flue-cured; but they are not comparable, in our opinion. 
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By Mr. Sommerville: 


Q. But, Mr. Miller, you to-day are using 60 per cent more of this Canadian 
Virginia leaf?—A. Yes. 

Q. And replacing the American Virginia leaf to that extent?—-A. Yes, some- 
thing like that. 


Mr. Montcomery: Be fair in your questions. 
Mr. SomMeERVILLE: I want to be fair, and I will be fair. 


By Mr. Sommerville: 


Q. But, Mr. Miller, you are using 65 per cent more of this Canadian leaf 
than you were using some few years ago?—A. I don’t know. 

Q. There is a steady increase in the amount?—A. We may be, sir. 

Q. Is that not an indication that you, or at least the Imperial Tobacco 
Company of ‘Canada, have found it suitable for their trade in Canada? You 
have, have you not?—A. Well, yes, sir. 

@. And Great Britain, which started only three or four years ago to use it, 
imported large quantities up to this year?—A. Yes, sir. 

Q. Increasing quantities?—A. For a time, yes. 

@. And of the Virginia leaf, we have the evidence here the other day that 
they are importing as much as 197,000,000 pounds?—A. Yes. 

. 24,000,000 pounds surplus, if it does exist in the world, is not a large 
surplus in view of even the consumptive power of Great Britain alone?—A. Do 
you want me to answer? 

Q. Well, is that not self-apparent?—A. They are not using Canadian leaf. 
I think you are putting a wrong construction on the whole thing, Mr. Sommer- 
ville. Look, in England they have got a high protective duty on tobacco, 
around 8 shillings and two pence a pound. They have given a preferential to 
empire-grown flue-cured, or empire-grown tobacco. 

@. To the extent of 49 cents a pound?—A. Yes. That ought to try to 
encourage manufacturers in using them, but up to now it has not produced any 
very considerable result in increased usings of Canadian flue-cured tobacco. 

Q. Well, we have the figures at any rate. They speak for themselves in 
that respect, Mr. Miller?—A. Yes. Just a minute, Mr. Sommerville. I would 
like i mention that in 1931 the total production of tobacco was 51,300,000 
pounds. 


By the Chawrman: 
Q. In Canada?—A. Green weight, in Canada, all kinds; and the con- 
sumption in Canada was 23,864,000, including exports. 
Q. That is the consumption of Canadian flue-cured?—A. Yes, all tobacco, 
all Canadian leaf. 


By Mr. Sommerville: 

Q. Don’t get confused with Burley, cigar leaf, heavy tobacco and that sort 
of thing. We are talking about flue-cured?—-A. We have no statistics separately 
about flue-cured, as compared with the other. In order to get any fair picture 
of that, I think you have got to take the whole thing, and it is common know- 
ledge that the priming—assuming that there is an over-production, which we 
believe there is, it is not particularly in the Burley, it is in the flue-cured tobacco. 

Q. With respect to vour figures of 24,000,000 pounds, which you have men- 
tioned, that is 24,000,000 pounds of surplus of all tobaccos?—A. No, it is Cana- 
dian flue-cured, Canadian tobacco. 


Mr. Youne: 24,000,000 pounds in your factories? 
The Wirness: You mean what we have got is 24,000,000 
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By Mr. Sommerville: 


Q. No, you were giving us the surplus which you said existed, of 24,000,000 
pounds?—-A. That is flue-cured. 

Mr. Youna: No, 24,000,000 pounds was in your own factory. 

Mr. SomMERVILLE: They have that. He says there is a surplus of 24,000,000 
pounds in the world. 

The Wrrness: 20,000,000 to 25,000,000, that is flue-cured. 


By Mr. Sommerville: 


Q. Flue-cured?—A. In 1932, there were 54,000,000 pounds produced, and 
there is 27,000,000 used. 

Q. Of all tobaceo?—A. No—yes, all Canadian tobacco; and in 1933 there 
was a production of 39,400,000 pounds and the use was 31,000,000. 


By Mr. Senn: 


Q. Mr. Miller, let me ask a question just to clarify this 24,000,000 pounds 
of surplus; is that a world surplus or a surplus in Canadian tobacco?—A. 
Canadian tobacco. That is all we are talking about. Canadian flue-cured 
tobacco. 

Q. Then it is not a world surplus; it is purely a Canadian surplus?—A. No, 
sir, it is a world surplus of Canadian tobacco, if you want to separate it, and 
we think it could be. . 


By Mr. Young: 


Q. Might I ask another question in regard to the surplus of flue-cured 
tobacco in Canada. You have had four or five million pounds?—A. Yes. 

Q. And through the Ontario government, other people are holding some- 
thing like 10,000,000 pounds?—A. Yes. 

Q. And altogether there is between fifteen and twenty million pounds?— 
A. Yes. 

Q. What is to prevent the holders of this surplus from exporting it to the 
British market?—-A. Nothing that I know of, except that the British market 
do not need it, and don’t want it, in our opinion. 

Q. If we want to sell it, maybe they will buy it anyway?—A. Maybe so. 

Q. Why not sell it?—A. I don’t know. 

Q. These people are anxious to get rid of it; why not sell it?—A. We would 
be delighted for them to sell it, and hope they will. I don’t know why they 
don’t sell it. 

Q. Is the price satisfactory?—A. I think the price is too high. We have 
said that all along. That is, in our opinion, one of the troubles. 

Q. Is the price in Britain too high?—A. Yes, the price they are asking for 
it in Britain is too high. 

Q. What about the price that Britain is offering for it?—A. I don’t know 
that, sir, but I assume they must be offering lower prices. I don’t know the 
prices. 

Q. Could you get rid of your own surplus, this four or five million pounds 
on hand that you have, in Britain, and get your money out of it to-day?— 
A. I don’t know, sir. 


Mr. Factor: Don’t worry about that; they don’t need to. 


By Mr. Edwards: 


Q. You would have to give up orderly marketing, would you not?—A. At 
the present price we would probably have trouble in getting rid of it. 
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By Mr. Sommerville: 

Q. About the question of surplus, as a matter of fact I see you have the 
flue-cured Canadian Virginia in your warehouses, some of it of 1925, some of it 
1926?—A. No, for the year 1930, is it not? 

Q. I am reading now.—A. It is 1980, March of 1930. 

Q. Where do we get the present?—A. You turn over four or five pages 
there, next to the last one, March 31, 1934. 

Q. March 31, 1934?—A. That is right. 

Q. Then you got some of 1927, a small quantity, some 1929?—A. A very 
small quantity. 

Q. And you have 1,904,018 pounds in 1930?—A. Yes. 

Q. You have 4,749,705 of 1931?—A. Yes. 

Q. You have 8,024,039 of 1932?—A. Yes. 

Q. And you have 9,430,316 of 1933?-—A. Yes. Those are redried weights. 

Q. Of course they are redried, I understand that. 


By Mr. Factor: 
Q. The tobacco that you bought this year, the 1933 crop, is not used for 
eighteen months in actual manufacturing?—-A. Approximately that. 
Q. So that you have to keep it for eighteen months until it is used for 
manufacturing?—A. Approximately. 
Mr. SomMeErvILtE: I think it is more than that, on the showing of 1931. 


By Mr. Sommerville: 

Q. Of tobacco bought in 1931, you have 4,749,000 pounds still on hand that 
is being used, as of March 31, 1934. That is what you have?—A. Yes. 

Q. And of 1932, you have 8,000,000 pounds which is the bulk of your 
purchases of 1932?—A. Probably; I don’t know. 

Q. After deducting what you bought for the Imperial?—A. Probably. 

Q. I got away from the question I was asking you by reason of the request 
made for certain information. I was asking you a very definite and plain 
question: With all this increasing accumulation of profits, what single thing 
have you done, as a company, to help this country in this depression; and the 
only answer you have given me so far is that you advised the farmers that they 
were producing too much tobacco. Now, is there anything else that you have 
done? 

Mr. Factor: Personally, I really cannot understand the question. They 
are not a philanthropic institution. What do you mean by “help the country”? 


Mr. SomMeERVILLE: I want to know if there is any phase of this in which 
either producer, wage-earner or anybody else has benefited? 

The Wirness: I say this, we have certainly maintained employment, and 
we believe we have had satisfied employees during the whole period, sir. I 
think we have stabilized the industry in the Imperial. We have not let a 
situation develop like it has in the United States, where the retailers are pretty 
well run out of business, through cut-price situations all through there. We 
feel that we have done our share, as a tobacco industry. 


By Mr. Factor: 

Q. Mr. Miller, look at this picture: You have accumulated a lot of profits, 
and you have drawn large salaries for your chief executives, on the one hand; 
and on the other hand you have decreased the price of tobacco to the grower, 
and I am informed—subject to your verification,—that you have also decreased 
wages?—-A. We have also decreased prices to the consumer. 

The CHarrMaNn: Very little. 
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By Mr. Factor: 

Q. Yes, very little. You can’t blame some people for feeling rather restless 
about a situation of that kind, can you?—A. Is that a fair question, sir? 

Q. I think it is fair, Mr. Miller, when you consider the picture from both 
angles. We are not objecting to your accumulating large profits if you paid 
a decent price for your product to the grower, and paid decent wages?—A. I 
might say this: we have been criticized for all sorts of things; we have been 
criticized for failing to open the market, we have been criticized for opening 
the market, we have been criticized for the prices we have paid, we have been 
criticized for the prices we did not pay; where we have tried to do the best 
we could. Now, we have advised them against over production, quite irrespective 
of what you gentlemen may think, our opinion is that that is the crying 
trouble, particularly where there has been no governmental agency to help us 
try to do that. This year the Ontario government, as you gentlemen probably 
know, has stepped into the situation and without that we would not have got 
a 25 per cent reduction in this year’s crop. Now, any time that there can 
be any agreement insofar as opening the market is concerned—we are willing 
not to open the market, we are willing to follow the lead in anything, and 
let someone else open the market. We do not think that is a practical proposi- 
tion, I am not putting it out that way. 

The Cuatrman: Mr. Miller, now just be reasonable on that; the only 
reason why the others stay out of the market is because you are the big buyers 
and they cannot compete with you. 

The Witness: I am not making that as a serious seein because, as 
a practical proposition I suppose we have got to, but we are criticized for it. 

The CuHarrMAN: No, no, excuse me; the ‘only criticism was about the 
delay in the opening of the market. 

The Witness: We have tried to explain that, Mr. Stevens. 

The CHatrRMAN: But you have not explained it at all. 

The Wirness: I would like to say that if this Committee or any committee 
will set a price for the other manufacturers to pay for tobacco, we will fall 
in line with what they pay, and pay just as much as they pay. I do not know 
how anybody could expect us to go out to do any more than we have. We 
have tried our best to keep over production down; but you gentlemen do not 
seem to agree with that. Our brief explains what we have done, but in addition 
to that we have done everything else we could do through the department. 
Now, if they want to emphasize the setting of prices, any price if it is an agreed 
price among manufacturers—but we do not see why we should have to pay 
a fixed price or a price higher than the other manufacturers go in and buy 
tobacco, if they buy at a lower price, they can undersell and tear down the 
whole business. 

The CHairMANn: I do not think there is any use in our arguing about this. . 

Mr. SOMMERVILLE: We do not want to have you feel that we are not going 
to deal with some of the other phases, there is the phase of your price main- 
tenance and merchandising practices that Mr. Factor has raised, but I would 
like to call Mr. Buell, if you would not mind stepping to one side, and Mr. 
Lea. 

Mr. Instry: Mr. Miller complained the other day that we had not given 
him an opportunity to present his brief. I just want to say that I have read 
his brief, and I think perhaps all the members of the committee have as well. 

The Witness: I am glad to hear that, sir. 

Mr. SOMMERVILLE: I want to make it perfectly clear, Mr. Miller, that if 
there is any phase you desire to present, you may do so. The whole intention 
was that you should present it after certain questions had been asked that have 
been very pertinently raised by the evidence. 
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Mr. Kennepy (Winnipeg): Is the brief not entered in the record? 

Mr. SoMMERVILLE: No, it is filed. 

Mr. Kennepy (Winnipeg): I think it is only fair to file it as an exhibit. 

Mr. SomMMERVILLE: It should be filed. tt 

The Witness: All right, sir. 

Mr. Kennepy (Winnipeg): Reading it into the record is not accepting it as 
gospel truth, any more than any other. 
The Witness: It is our position. 

Mr. Kennepy (Winnipeg) : It is a carefully prepared statement, and I would 


suggest that it be read into the record. 


The CHArRMAN: I am not going to suggest that the committee sit here and 
listen to the reading of that brief. 

Mr. SomMeErvILLE: I want to speak of this phase of it, however; certain 
statements are made in the brief with which my information does not agree, and 


upon which I want to examine. 


Mr. Youna: Better read it in, and question as you go along. 

Mr. SomMERVILLE: And question it as you go along, so that you will under- 
stand what is the weakness of a statement that may be made. | 

Mr. Iustey: It seems to me that the important part of a brief is on page 
29, where Mr. Miller gives the reasons as to why the Imperial Tobacco Company 
of Canada.reduced the price if they did in 1931, 1932; that is the important part 
of the brief. Now, he has been cross-examined with a fair degree of thoroughness 
about his action in that respect; and if (speaking for myself) he wanted to ela- 
borate the reasons he gives on that page now, I would be interested in hearing 
him do so. That is what is complained of, essentially. hy 

The CuairMaNn: I hope we are not going to go back over all these three or 
four days’ discussion. We have gone on, and on; and Mr. Miller has given us 
his answer, he does not seem to have any further answer to make. I think it is 
about time we were proceeding to some other phase of the inquiry. 

Mr. Factor: I think Mr. Miller has some statement he wanted to make. _ 

Mr. Kennepy (Winnipeg): Mr. Chairman, we have had put in all sorts of 
exhibits—advertisements and other things—without reading this whole brief; 
why not have it filed as an exhibit. inal 

The CHAIRMAN: Certainly, there is no question about that. 

Mr. KenNnEDy (Winnipeg): I really thought it was filed. 

Mr. Factor: As far as I am concerned I am quite willing to have this brief 
read right into the record. It is just the same as the brief presented by the ~ther 
phases of the inquiry. It does not necessarily mean that because.it is read into 
the record, that every word of it has to be taken. 

The CHAIRMAN: Let us settle the question: what do you wish to do. 

Mr. Factor: I move that the brief be read into the record. 

The CHAIRMAN: You mean, included and printed in the record. 

Mr. Factor: Printed in the record. 


On being put the motion was carried. 


The CuHarrMAN: It is so ordered. 
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BRIEF SUBMITTED BY MR. G. MILLER, PRESIDENT OF THE ~ 
IMPERIAL TOBACCO COMPANY OF CANADA, LIMITED 


Mr. Chairman and Gentlemen: 


The Imperial Tobacco Company of Canada, Limited, in common with the 
other representative interests who have already so expressed themselves, wishes 
to commend the efforts of the Chairman and members of this Committee in 
their endeavours to bring about some definite improvement in the methods and 
results of the marketing of their products which will contribute to the ultimate 
advantage and satisfaction of everyone concerned. 


I hope and trust that our submissions on behalf of the manufacturing 
phase of the tobacco industry, coupled with our very definite efforts during 
the past week to bring about a satisfactory working agreement between the 
growers and manufacturers, may at least afford some convincing evidence of 
our genuine desire to contribute to the success of the efforts of this Committee, 
and to the establishment of a truer understanding of the various phases of this 
particular industry. 


In order tc proceed in some logical order of sequence and in the belief 
that this submission will effectively clear up at least the greater number of 
points which present any difficulty in understanding, I would ask the indulgence 
of the Committee in being permitted the privilege of proceeding without dis- 
tracting interruptions. 


I should like to present the first part myself, following which Mr. Lane 
will present the second part dealing with certain phases of the evidence sub- 
mitted at the previous hearings, and then I will deal with the various points 
outlined by Mr. Factor, at the conclusion of which we shall be glad to answer 
any questions which may still require any further explanation or clarification. 


Before getting into details may I state in the premises that I believe it is 
not a misstatement of fact to say that the financial stability of Canada is one 
of our most precious possessions. 


That there is a vast amount of foreign capital invested in Canada. 


That destruction of the confidence of foreign investors in Canadian enter- 
prises will work incalculable harm to each and every citizen of Canada. 


That there are more than sixteen thousand shareholders of the Company 
resident throughout the world, of which three thousand five hundred reside 
in Canada. 
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That the Company’s stock is held by residents of the following countries:— 


Per cent 
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16,325 1,650, 000 QE AST OSD ac atoteterrss ee 


I respectfully suggest that the success of Imperial Tobacco Company of 
Canada, Limited, during the past few years of stress has contributed to some 
modest degree to the confidence of residents and non-residents in the financial 
stability of Canada as a whole. 


While we are willing and prepared to assist this Committee in every way 
possible, we however respectfully suggest that the Committee be kind enough 
to permit us to preserve a degree of privacy in relation to those confidential 
details of our business which may have no bearing on the principles at issue, 
and a disclosure of which could serve no purpose. 


PRODUCTION 


In order that you may have before you statistics on production I submit 
herewith “ Table 1,” which is a record of production of tobacco in Canada for 
the crop years 1924 to 1938 inclusive: 
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Taste 1—COMMERCIAL TOBACCO PRODUCTION IN CANADA SHOWING ONTARIO. 
SPECIFICALLY AND BY TYPES 


Produced in 


All other provinces 


Ontario (chiefly Quebec) 
Year (calendar) Total 

Bright All other Total Canada 

Flue- (chiefly O : * All grades 

cured Burley HVAFIO 

000 lb. 000 lb. 000 lb. 000 lb. 000 lb. 
Oe oo ck ae Aas cal POE le + shee 5,479 6, 656 12,135 6,576 18,711 
LOZ: Bee A te bare hehe 2 es ee SNe ers 6, 268 14,355 20, 6238 8, 6438 29,266 
LO2G cepa KS stereo Har eiik eae ete een eek. Reet 4,331 17, 733 20, 064 8,760 28, 824 
VOD ee oc a. ciche OAS Coie: seed MME ore in ere OR 6, 230 29,392 35, 622 8,295 43,917 
TOZ8% ee Reh. UI oe AA a a 8,718 24, 548 33, 266 8,690 41,956 
DO Fe icc cans Roses ee Are DAarelnre Wiereated 10, 500 10,919 21,419 8, 467 29,886 
LOSOe ke Gt cxre s otrakt pe ee ee ott 12,3884 16, 238 28,617 8,100 36, 717 
Ds a5 ckcas che Saas os oh as, Sac wee 24, 500 20,270 44,770 6,530 51,300 
DOSZERL. U0). FE Reet Richa act hanoniens erate y 21, OLD 18,145 45,760 8,334 54,094 
MOSS? sexe tt 5 Ree aaron rans = ss trot oes 22,484 LORS12 382,996 6,404 39,400 | 

Sources— 


192-6-7—U.S. Dept. of Agriculture; Foreign News on Tobacco (Quating Canadian Statistics), 

1928, 1930, ew of Trade and Comm. Canadian Tobacco Production (1928 Prelim.), 1930. 
1931, 1932). 

1929—Report of Tobacco Division—Officer in Charge—1927-8-9. 


| 
1924— Report of the Tobacco Inquiry Commission, 1923. 
1933—Dept. of Trade and Comm. Canadian Tobacco Production, 1983. 


I particularly direct your attention to the production of flue-cured tobacco 
as set out in the foregoing “Table 1,” showing nine million pounds in 1928, 
ten million in 1929, twelve million in 1930, twenty-four million in 1931 and 
twenty-seven million in 1932; and while the production figures for the year 
1933 used in the above Table are those of the Department of Trade and Com- 
merce, it is, however, the Imperial Tobacco Company’s opinion that there were 
25,682,800 pounds of flue-cured tobacco produced in 1933. | 

The above figures represent green weight tobacco, and for the purpose of 
comparing the same with exports or that used in manufacture they should be | 
reduced by ten per cent to cover moisture shrinkage. | 

I next submit for your consideration a table of Foreign and Domestic Leaf — 
used in manufacturing in Canada, and showing the percentage of Canadian leaf 
used to the whole. Usings referred to include cigarettes, cut and plug tobaccos, 
snuff and’ cigars. 


TaBLE 2—CANADIAN AND FOREIGN LEAF USED IN MANUFACTURE IN CANADA 
WITH PER CENT OF CANADIAN USED 


oa on Used in manufacture in Canada 
Year (Calendar) = ; 
er cent o 


Canadian Foreign Total Canadian 
000 lbs 000 lbs. 000 lbs. 
LO ee ee oes CECE Ree ee ey a Oe 8, 18,428 26, 654 30-9 
IG2hGs Oy att titos. eas. paanie..1o. REA 9, 962 18,055 28,017 35-6 
42 CR OMEN ARE OIRO Ae elite OR A Meme Ee 19, 262 16, 816 36,078 53-4 
Lo Darren are arta Ma rad Henan ae Ae wiih Nady till gig, lyn 15, 260 V5, 200 30, 495 50-0 
BAe Se. oar eins SOR ON ele Eee 16,779 14, 976 38,165 52-8 
BE oo BK sos an eee ea ea ms Mee Sea ihre las Shae tee ae 16, 199 15,484 31, 683 51-1 
1): | Oe TO ON ee © RMN, py FER PAT AS aT ey 19,315 17,309 36, 624 52-7 
DR aa ieee aie bi cana aan ale eae tLe Se 20, 685 16, 485 37,170 55-6 
ISZSQ003 - SHU. AO. SOLOS ORE. RET 22,067 17,510 39,577 55-8 
1020 big Si rein  cemrarth opk ; roreet alan. we sarees 25, 559 17, 673 43, 232 59-1 
ADI Gir Geskig NORIO of kane Udon adn hne Fo. oe ae 20, 337 17, 302 37, 639 54-0 
19S r5) ve. POAT, Say, 00 BEI OFS 19,007 14, 963 33,970 56-0 
iL) GR eek eS OOO ROATGM cr 21,038 12,740 33,778 62-0 
LLNS An oan, AMOR CMO Mert ot PRU EMO y (AE 22,589 11,898 34, 487 65-5 
Sources— 


Used fae manufacture: Census of Industry, Tobacco Industry 1919-1932. Estimated by I.T. Co., 

“Nore .—Census of Industry 1924 states quantities of Canadian and foreign leaf used were not 
obtained for that year. Figures used here for 1924 are estimates based on the report of the 
Dept. of National Revenue 1923. 
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You will observe from ‘“ Table 2” the constant increase in usings of 
Canadian leaf tobacco up to the year 1929, and the constant decrease in the 
usings of foreign leaf tobacco, but I should, however, point out at this time 
that the figures disclosed in “ Table 2” in no manner indicate an increase in 
demand for Canadian leaf in any way approaching the increase in production 
indicated in “ Table 1.” 


I now submit as “Table 3” a summary of the exports of unmanufactured 
Canadian leaf tobacco showing the proportion of such exports shipped to the 
United Kingdom. Care should be had in dealing with the table of exports as 
they do not necessarily represent sales or deliveries for use:— 


Taste 3—CANADIAN TOBACCO EXPORTED AND PER CENT EXPORTED TO THE 
UNITED KINGDOM 


Per cent 

of total 

Fiscal year ending March 31 Exported exports 

shipped 

co Fes 

000 lbs. 

Cea he I ee Ty ee a een, Cee Seen ane PRONUn ee; Te 200 80-0 
“EPA ses coats, Ueto SIR BP ARS RT es RE ae ge a Sa a ean ai le 472 72-0 
a ee ee Se APN aA NS Pm Nr ek MEE ADR ce RM ets Pe INE tS One EN OO 1,100 80-0 
OW epoca lane ee a eS, SUGINGD PATI BO Pe OES, 3021 22 BORON TS. 2,055 56-0 
DOOR We. Ft ut Yonieerisee,.. att. to Aolmerirred bry. 2c) Sele tea TD. WIA, we 3, 531 63-0 
Pech. SCs. CAS. As Lee: frat sd... FEE Lane. 2,860 95-2 
a ee ee, EN eo Lie cated ceded sa Ps, cheer atime subbsamgn meme mere ay 6s eee 6,331 99-6 
ee OMe A ee hey eek oes Le nee Mis SP AOA chet ie Gate auth 6, 080 99-6 
COT, GRE OE. A A. SEE BMY BORSA. - 6, 584 94-9 
OCG ee Re Raat Oar dee hp dS ec a SNE on rates Sots Sh a cre oh dt tieieinp ade: aieye Sas “orb onthe 6,811 re oy 
ee ee re So, eC ca errr ate cole en aie cade Sake es Reals ¥ Bags te ae 6,051 79-7 
Meo Meee te AO). aM, OL. JR. DOO, 98). US. dL 8, 223 96-7 
er a oe le hee ears vation PAE DRE DE «epi tete «nek as lates 14, 748 99-1 
er ee ee ace sf Le aes nas OMG ak Lace iss a inoba fina sininscrad Bins 8,000 99-0 


Sources — 
Exported—Trade of Canada, 1926, 1929, 1932 (fiscal years) and March, 1933. 
—Census of Industry, Tobacco Industry, 1925-6 and 1928-9. 
1934 —Estimated by I.T. Co. 


The particulars of exports as disclosed above likewise do not indicate any 
increase in demand to correspond with the increase in production, as set out in 
“Table 1” and whereas by far the larger proportion of our exports of unmanu- 
factured leaf tobacco is shipped to the United Kingdom, I submit as “Table 4” 
a statement of clearances for home consumption in the United Kingdom of 
Empire leaf tobacco. 
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TaBLE 4—CLEARANCES FOR HOME CONSUMPTION IN THE UNITED KINGDOM OF 
EMPIRE TOBACCO SHOWING PRINCIPAL SOURCES, ALSO PERCENTAGE OF 
CANADIAN TO TOTAL EMPIRE AND PERCENTAGE OF EMPIRE TO TOTAL 
CLEARANCES. 


N.&S8. All 
Year Canada Rho- Nyasa- | British other Total Empire 
(Calendar) desia land India Empire 
Per cent Per cent 
lbs. of total | 000 lbs. | 000 lbs. | 000 lbs. | 000 lbs. | 000 lbs. | of total 
Empire . clearance 
MORO gH oases . 22 69 1-5 39 2,090 1, 298 1,351 4,757 3-2 | 
103%... 83 1-3 22 2, 806 2,536 956 6, 403 4-3 | 
Cl. ei a ae te 298 3-5 153 3,798 3,251 912 8,412 5-8 
Wilaee oat koe seen: 515 5-3 151 4,940 3,472 711 9,789 7-0 
1 A eae a a 980 8-2 312 6, 164 3,619 130 11, 905 8-4 
EUEOs. fod. . PEL e 1,553 9-4 469 7,171 4,337 1,051 14, 581 9-8 
| LF REO 2,863 14-4 1,133 7,739 7,168 943 19, 846 13-1 
1k =p a a age 3,373 14-8 yal 8,015 8, 541 1,153 22,793 14-7 
WIG ree 3,781 14-2 4,115 8,403 9, 230 1,699 26, 628 16-6 
1000 |; eee eo 4,274 14-9 4,898 9,176 9,122 1,123 28, 593 17-1 
1930 4,329 14-5 5,577 9, 669 9,066 3,171 29,812 17-3 
(1 depen ROMO 4,857 14-8 7,051 10,497 9,125 L, 252 32,782 19-2 
1932 6,720 18-2 8, 852 10,915 9,380 1,103 36, 970 21-7 
1933 8,974 22-0 9, 653 11,677 9, 487 1,089 40, 880 23-7 
Sources'— 
1920-31.—*Frank Watson & Co. Report—Progress and Development of Empire Tobaccos, June 
1932. 


1932-33.—*Frank Watson & Co. Report.—Monthly Empire Tobacco Reports. 


*Reports by Frank Watson & Co. are issued by kind permission of the Controller of H. M. Sta- 
tionery Office and H.M. Customs and Excise. 


It will be noted that the vears 1932 and 1933 indicate an abnormal increase 
in the withdrawals for consumption of Canadian leaf tobacco and, while deal- 
ing with “Table 4”, it should be noted that the Canadian leaf withdrawn for 
home consumption in the United Kingdom represents under norma! conditions 
approximately 15 per cent of the Empire leaf tobacco withdrawn for home 
consumption. 


From “Table 4” it would appear that at no time has Canadian leaf been 
used so extensively as that of Nyasaland or British India and that since 1928 
the usings of Rhodesian tobacco have consistently exceeded the usings of 
Canadian leaf. 


In order to summarize the foregoing tables in their relation of consumption 
to production, I propose to tabulate the domestic leaf used in Canadian manu- 
facture in Canada and the withdrawals for home consumption in the United 
Kingdom of Canadian leaf tobacco, and whereas the greatest quantity of 
Canadian leaf was exported in the years 1931, 1932 and 1933 and whereas 
97 per cent to 99 per cent was exported to Great Britain, I propose to disregard 
other exports in this calculation. 


I therefore submit “Table 5”, which is made up from the Tables previously 
submitted. In the first column I show the green weight of Canadian tobacco 
produced in Canada; in the second column the redried weight of the same; in 
the third the total Canadian and foreign leaf tobacco used in Canadian manu- 
facture; in the fourth the total Canadian leaf tobacco used in Canadian 
manufacture, and in the fifth, the total Canadian leaf tobacco cleared for home 
consumption in the United Kingdom. 


J 
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It should be observed at this point that there is an undetermined quantity 

of leaf tobacco sold for consumption in Canada which pays no Excise and of 

which there is no precise record. However, we estimate that such quantities of 
tobacco may amount to five million pounds redried weight per annum. 


TABLE 5 
Total 
Canadian Total Cleared 
Year Green Redried |and foreign} Canadian | for home 
weight weight leaf used leaf used con- 
in Canadianjin Canadian] sumption 
manufacture|manufacturejin the U.K. 
000 Ibs. 000 lbs. 000 lbs. 000 Ibs. 000 lbs. 
Date ogee lal ats Si SE Maen 18,711 16, 870 Sit 700 16,779 980 
ions, ©... Seer RR Shee Bie tes Sl oS ae 29, 266 26, 339 31, 683 16,199 {oa 
ie tt Sak IY die op ACRE Bg EN 28, 824 25, 942 36, 624 19,315 2,863. 
(TE gar ae ogee eee pstnyee Jp iets. my Seiten 43,917 39, 525 or, 170 20, 685 Saas 
|r te ae Ra i EY Fle LE OLE IGS 41,956 37, 760 39,577 22, 067 3,781 
1 AD MAT IIIT 29, 886 26, 897 43,232 25,559 4,274 
NE ale oe. Sa lcices hs ae ERR kins ra» 36, 717 33, 045 37, 639 ON. Sor 4,329 
ES RS SI ne OE Oe eee 51,300 46,170 33, 970 19, 007 4,857 
BOG 2s fb nd ck sv ceeniee ter. bas. 060) . antton! 54, 094 48,685 33,778 21,038 6, 720 
Was2al. 6 sentateeutiwes. bo oni! voix. 39,400 35, 460 34, 487 22,589 8,974 


Source —Tables 1, 2 and 4. 


I particularly direct your attention to the 1931 and 1932 crops exceeding 
the total consumption in Canada of manufactured tobacco (both foreign and 
domestic) by 36 per cent and 44 per cent respectively, which clearly indicates 
that if no foreign leaf were permitted entry to Canada, domestic production 
would then exceed domestic manufacture by 36 per cent in 1931 and 44 per cent 
in 1932. 


Adding to the sum of Canadian leaf used for manufacture in Canada and 
Canadian leaf withdrawn for home consumption in the United Kingdom, five 
million pounds to cover leaf sold in Canada free of excise, it will be noted that 
the production in the following four years is less than the consumption as above 
determined :—1924; 1926; 1929; 1933; whereas crops for the six years 1925, 
1927, 1928, 1930, 1931 and 1932 are in excess of apparent consumption. 


The crop for the year 1931 (forty-six million pounds redried weight) was 
some 60 per cent in excess of apparent domestic and foreign consumption, and 
the crop immediately following for the year 1932 (forty-eight million pounds 
redried weight) is 49 per cent in excess of apparent domestic and foreign 
consumption. These two crops produced thirty-three million pounds redried 
weight in excess of apparent consumption. 


On reference to “ Table 1” it will be noted that flue-cured tobacco indicates 
the largest increases in production for the past five years, and that the average 
production of flue-cured tobacco for the five years 1924 to 1928 was six and 
one-quarter million pounds, while for the five years 1929 to 1933 the average 
was twenty-three and one-half million pounds. 


In view of the foregoing I submit that the annual production of flue-cured 
tobacco in Canada has been conclusively proved, in the past few years, to be 
considerably in excess of domestic as well as foreign consumption; in brief, we 
are producing considerably more than is consumed. 
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PRICES 


I next propose to deal with prices in relation to the crops produced, and 
for your information submit “ Table 6” which indicates the price paid for flue- 
cured tobacco in Canada and the United States in the years 1927 to 1933 
inclusive :— 


TaBLE 6.—DOMESTIC CROP PRICES—BRIGHT FLUE-CURED CANADA AND UNITED 


STATES 
Year Canada U.S.A. 
cents per lb. cents per lb. 
| OS TE PPE Sse TES RR TION st RE NS Ee SPR ae 33-9 21-3—1-5=19-8 
| Le Sais abcess Saline,” ? Se maias F - , BaaBNR Saas, Be et Aad o LN Ries 0. A 31-0 17-3—1-5=15-8 
OOO occk. atc. co ds Cpareke Be: 0/4 deep re me OS Pe nee. sane aol ee Cis peiatore Sake setae 29-0 18-0—1-5=16-5 
TSO cs pdr atc nares. + ole pes. Si aa oe ARE Dee eee eee A. oon ee 32-0 11-9—1-5=10-4 
BOD aio cnne Go Beane ees os De thdens some «Aaa ae ao eee eee. eee 20-5 8-5—1-5= 7-0 
LOB Dine oes ss acc As Beas: CRS ae Pair ye eres 6 Se otaoeh apa oh ie Con ah Meco) aoe reese 16-0 11-8—1-5= 9-8 
Sha ee biases he ensue SUNS 8's Aas ORR eos 2s Se RRR RE Jee REM ER EY ote ofits aati 19-8 15-2—1-5=13-7 


Sources— 


Canada—Dept. of Trade and Commerce, Canadian Production, 1930 and 1932. 
U.S.A.—Messrs. Thorpe & Ricks from Commissioner of Agriculture of various States. 
1933—I. T. Company—price only. 


By reason of the United States tobaccos being grades and tied it is necessary 
to reduce the above American prices by the cost of such operations in order that 
the prices may be comparable to those paid in Canada, and we suggest that a 
deduction from the United States prices of 14 cents per pound, while probably 
low, will be sufficient for the purposes of comparison. 


A further deduction must be made from the prices paid to farmers in the 
United States of America to cover warehouse charges, all of which would 
approximate 70 cents per 100 pounds. It therefore follows that the comparable 
prices for 1933 in Canada and the United States of America would be—Canada 
19-8 cents per pound, United States 18 cents per pound. 


In view of the fact that Canadian flue-cured tobacco is being used in 
substitution for United States tobacco, the foregoing comparison of prices should 
be noted for the years 1927 to 1930, when production was less than domestic 
requirements, and which indicates the substitute being sold at a higher price 
than United States tobacco. 


The prices of Canadian leaf for the years 1927 to 1930 ranged from 71 
per cent to 208 per cent higher than United States tobacco. For the years 1931 
to 1933 when Canada was producing more than domestic requirements, we again 
find that the price of the substitute considerably exceeded the price of the United 
States tobacco. In those years the price paid for Canadian leaf tobacco ranged 
from 44 per cent to 197 per cent greater than the prices paid for United States 
leaf tobacco. 


The high prices paid for Canadian flue-cured tobacco in the year 1930 and 
prior thereto was due to the effect of a duty of 40 cents per pound on imported 
leaf tobacco at a time when domestic consumption exceeded production. The 
effect of this duty will be dealt with hereafter. 


In 1931, 1932 and 1933 conditions were reversed and production so 
exceeded domestic consumption that, if left to the usual results that follow a 
supply in excess of demand, the price level would have been reduced to a figure 
comparable, or even considerably lower than world prices had there not been 
an intervention by the principal purchaser paying a price for domestic leaf some- 
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what in excess of comparable world prices. Consequently, by reason of this 
intervention the prices paid for the 1931, 1932 and 1933 crops were still higher 
than comparable world prices, and the production and marketing of flue-cured 
tobacco was saved from complete disorganization and collapse, which usually 
follows an attempt to market a commodity produced so greatly in excess of 
requirements such as the overproduced flue-cured tobacco in the years in 
‘question. 


Whereas something in excess of 97 per cent of Canada’s exports are shipped 
to Great Britain, I now submit “ Table 7,” being a summary of prices paid for 
Empire leaf tobacco imported into the United Kingdom in the years 1927 to 
1932 inclusive. The figures for the year 1933 have not been received at this 
time. 


‘TaBLE 7.—PRICES (PENCE) OF EMPIRE LEAF IMPORTED INTO THE UNITED KINGDOM 
SHOWING ALSO TOTAL FOREIGN COUNTRIES TOTAL IMPORTATIONS 


Stripped 1927 1928 1929 1930 1931 1932 
PC OtAL FOTGISMMORDEEIOOLL . oie 6 40 nniee o's <o woes ooo 2182 20-8 20-4 17-9 14-0 15-1 
a Atrica:>. Derren oaths. i. F. theta: 17-8 17-9 18-3 15-4 6-0 14-9 
MMS ADO TEL okey So ea Lb lary’ a ace we hee situs 8 15-4 14-4 12-1 11-9 11-3 10-8 
POPE OCEOSIA Ms Rricrse ed ost © a cccat «cares epeciwgel>. spgors sasged 20-4 19-6 16-1 13-8 12-3 12-7 
Be IC 2 ER ar nn oe anaas okinne in yrans Fat Bee Genial sn 20-6 18-3 17-0 15-1 12-8 12-5 
Britisiindistioe ek... RUSE A OD... TE 10-9 9-8 9-1 8-4 8-0 8-4 
DATA ees et te ete ae « Glade betce athe sha usp obai Stags 25-2 21-7 19-8 14-8 14-4 12-0 
Se Eat Ieb AOU CLIO do ia 8 s sercsue sce 4% igs slo ba annie 18-2 19-9 18-3 12-2 15-6 14-9 
"TOtAn rapes... DIARIES wr BEG. 5 Fone 15-0 13-8 11-8 9-9 9-4 10-1 
Heed el ea Sy cos Se ene eel Relea startagt sae ai ae “Delage ante 20-0 19-0 18-9 15-8 12-9 13-0 
Unstripped 
Pokal Pores Countriegey cc. oid sca ld ae gens x hes 18-6 17-5 16-9 14-4 12-5 12-6 
DE Pore ae Coe eee eee fen mee 16-8 LAfor 15-8 13-9 15-2 10-2 
SALI CAS EPRLS SEE scutes tae tis eet sae hier euatnare’s aioe fs 15-7 19-0 10-5 O71 19-1 7-2 
INES OGESIA Leet... Sccakde & to eA a ELAS ORISA Lc SV AIS Ss 15-2 14-5 11-6 11-8 128% 12-8 
PRX RAGCeC Ste nae a Tato min deinwerin: Titec ctrre: «2 23-2 17°8 14-1 15-5 13-0 13-1 
Pa ASIST. He Sates he SV tae apis FR hele delle ook aap «5 18-4 15-5 12 14-2 13°8 12-9 
Prenladis9O75 AILS... Bik GOORIN. SEBO 7-9 7-4 7-1 8-2 6-8 7°3 
DS EES EEN ee BT eis UR gitae Sele  ir Past etal? oR My brs 45-8 46-1 42-3 42-9 30-1 31-4 
GANSU AIL Pee Reet Rie teks ele haneelsrefo he Sass eel yes 21-4 17-4 16-4 17-0 18-1 17°5 
Other British Countries................3 it hiehl. Atha. 12-7 17-9 16-0 14-7 10-9 13-1 
SLA SPAT O oe ihe not he. Aas oe me 19-0 17°4 16-6 14-5 12-8 14-5 
PEA GLIAL. saci. ij See) siemeeiyer: teey ae be 19-0 17-4 16-6 14-5 12-8 13-1 
‘Total Imports—All Countries, All Leaf.............. 19-3 17-9 17-2 14-8 12-9 13-1 
Sources— 
1923-26—Quantity and Value of Imports from ‘‘Trade of the U.K. 1927’’—Vol. 11. 
1927-31— A % “ ~ 1931’’—Vol. 11. 
1932 — + cS 4 1932’’—Vol. 11. 


In the above “Table 7” it will be noted (after excluding North Borneo), 
that in the period of six years referred to there are ninety quotations on Empire 
leaf tobacco stripped and unstripped imported into Great Britain, and of the 
total ninety quotations in only eleven instances has the price paid for Cana- 
dian leaf been equalled or exceeded by that of other Empire leaf (North Borneo 
is excepted as its leaf is cigar wrappers and binders and therefore is not 
comparable). 
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The use of Canadian flue-cured tobacco in Great Britain is, as in Canada, 
in substitution for other types of leaf, and while Canada enjoys, in common 
with all other Empire producers, a preference in duty over leaf from the United 
States of America, it is therefore in direct competition with other Empire 
grown leaf. 


A reference to “Table 4” indicates that Canadian leaf tobacco in Great 
Britain is in serious competition with other Empire leaf, and a reference to 
“Table 7” clearly shows that Canada is not meeting other Empire leaf prices; 
and whereas it is extremely unlikely that Canada can obtain from Great Britain 
a preferential duty for its tobacco as against other Empire leaf, it therefore 
follows that Canadian leaf tobacco exported to Great Britain must meet other 
Empire leaf both as to quality and price if Canada intends to continue to 
export, and to increase exports of leaf tobacco to Great Britain. 


Duty on LEAF 


The rates of duty on foreign leaf tobacco imported into Canada were in 
effect as follows:— 


Prior to Apri toy 1908-1 ke te er pourra 
Increased April 10, 1908 to.. .. .. .. .. .. 28c¢. per pound 


and increased May 1, 1918, and thereafter to.. 40c. per pound 


I suggest that while the original duty on imported leaf tobacco may have 
been imposed for the purpose of providing a measure of protection to the 
cultivators of Canada, the subsequent increases of such duty have been measures 
entirely for revenue and ‘not for protection; but quite regardless of whether 
the original imposition of the duty or the subsequent increases were for protec- 
tion or for revenue, the result and effect of such duties on production is 
identically one and the same, so that any further discussion at this time as to 
the purpose of the duty is entirely superfluous by reason of the fact that: we 
are dealing with its effect on production. 


I submit that, as a general principle and one that is amply confirmed by 
the present case under consideration, where production is less than domestic 
requirements, a duty upon a comparable imported commodity then operates as 
a protection to domestic producers and may enhance the price of the domestic 
commodity to the producer, but such enhancement of price is contingent upon 
the relation of the duty to the value of the product. 


When, however, production is in excess of domestic requirements and 
results in an exportable surplus, the duty on imports of a comparable com- 
modity no longer operates as a protection to domestic production, and the price 
for domestic consumption of the domestic commodity is then reduced to the 
comparable value of the domestic commodity in the export market. 


The foregoing principles are fully confirmed by the tables previously sub- 
mitted, wherein it will be noted that the prices paid for the crop of 1930 and 
crops prior thereto, being »roductions of less than domestic requirements, were 
considerably higher than prices paid in subsequent years when production con- 
siderably exceeded domestic requirements. Furthermore, the duty on leaf 
tobacco imported into the United States (other than cigar wrappers) is 35 cents 
a pound, while the prices of leaf tobacco in the United States are considerably 
less than this figure, as clearly disclosed in “Table 6”. 


Again, it is our information that Cuba imposes a duty of $5 per pound on 
imported leaf tobacco, while the Cuban domestic crops sold at somewhere in the 
neighbourhood of 25 cents a pound. 
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I submit that any line of endeavour which produces an extraordinary profit, 
as such is inviting trouble and is subject to the danger of exploitation and over- 
production with resulting disappointment and possible losses to those who have 
attempted to exploit such 1. commodity. 


As Canadian flue-cured tobacco is used in substitution for United States 
flue-cured tobacco, it should be noted that the present Canadian duty of 40 
cents a pound on United States flue-cured in relation to the prices for the United 
States as set out in “Table 6” indicate that in the years 1927 to 1933, inclusive, 
the Canadian producers were afforded a duty protection ranging from 202 per 
cent to 572 per cent for the years in question. 


We submit that this extraordinarily high rate of protection to the domestic 
producer is primarily responsible for his present difficulties in finding a market 
for his production, by reason of the fact that so high a duty has placed the cul- 
tivator in the vulnerable position of being subject to the competition of specu- 
lators, who are encouraged to enter into the production of flue-cured tobacco 
solely by reason of the extraordinary profits that may be earned at times when 
production is less than domestic requirements. 


This abnormal rate of duty invites trouble, speculation with consequent 
over-production, and price-cutting, and we suggest that when the rates were 
increased such increases may have been with a view to increasing National 
Revenue, but the effect to the producers arising from such increase in duties was 
obviously not foreseen. 


I am not proposing to argue either for or against the principle of a protective 
duty, although we are in favour of protection, but we submit that the rate of 
duty should be protective and that the present rate of duty considerably exceeds 
protection. We therefore suggest that the present distress of the cultivators 
would no have arisen had the duty on imported leaf tobacco remained at 10 cents 
a pound, which would represent a protection of 50 per cent on comparable 
imported flue-cured tobacco. 


PRODUCERS 


I submit that the present overproduction has been brought about by specu- 
lators who have exploited the production of flue-cured tobacco. In considering 
this point we have some information as to those who produce flue-cured tobacco, 
and I have therefore prepared a summary of the Imperial Tobacco Company’s 
survey of the cultivation of the 1933 crop, dividing the cultivators into five cate- 
gories as follows:— 


1. Proprietor Cultivator, being the production of proprietors who cultivate 
their own farms. 


2. Tenants of proprietors of one farm. This category takes in the produc- 
tion of tenants only. 


3. Tenants of proprietors of two farms. This category also takes in the 
production of tenants only. 


4. Tenants of proprietors of three or more farms, and like categories two and 
three, takes up production of tenants only. 


5. Corporation Producers. It is customary for corporations to divide their 
properties into farm units which are cultivated subject to conditions somewhat 
similar to those applying in the case of tenants. 


This summary, referred to as “Table 8” indicates the number of proprietors, 
the number of tenants, the estimated acreage and pounds of tobacco produced in 
each category, and is as follows:— 


1608 SPECIAL COMMITTEE 


TaBLE 8.—CULTIVATORS OF FLUE-CURED TOBACCO—1933 CROP 


Ss 
a 


Number Per cent | Estimated | Per cent 
— Number of Acres of total pounds of of total 
of owners tenants planted acres tobacco tobacco 
(farms) planted produced | produced 
1. Proprietor cultivator..... 502 502 9, 7873 32-08 | 8,395,400 32-69" 
2. Owners of 1 farm tenant 
PHLEIVAU La se woe cee 853 358 9,9013 32-46 | 8,378,000 32-62° 
8. Owners of 2 farms tenant 
eultivateds: adistep « 7: 35 70 2,010 6-59 | 1,738,900 6-75: 
4. Owners of 8 or more 
farms tenant culti- ‘ 
ETE Re eS, ey 17 Li 2,485 8-14 | 2,078,200 8-09: 
5. Corporation producers... 10 172 6,322 20-73 | 5,097,300 19-85- 


917 1,174 30, 506 100-00 | 25,682,800 100-00: 


eS 
SNE ——————————————————————————————eeeeee—_ iil 


Produced 
— Acres Pounds average 
cultivated | produced pounds 
per acre 
Average proprietor cultivator........... ce cece eect eee cere eee eeees 193 16, 724 858. 
Average telant CUltivxt0r. 7... . ce ee ceive needs ens nase ones 28% 24,380 848. 
Average corporation tenant cultivator.............ceee eee eeeee eens 37 29,635 801 


I ee racer ave Ras en 


Without attempting to determine the number or proportion of speculators 
it is worthy of note that less than 33 per cent of the crop was produced by 
proprietor cultivators. 

The proceeds from the sale of tobacco that has been cultivated by tenants,. 
including the tenants of corporations, is usually shared between the proprietor 
and the tenant on a 50-50 basis, so that the proprietor of such farms unques-- 
tionably has a speculative interest in the returns from tobacco. 

While there may be a case where the tenant has rented from a proprietor for 
a fixed cash sum, the fact remains that no such case has come to our attention. 

I submit that we are familiar with this phase of production by reason of 
the fact that we are interested in the production of tobacco, being the largest. 
purchasers, and that it is our practice when purchasing crops to obtain the 
consent of both the proprietor and the tenant to the price at which the crop is. 
purchased, and to make payment jointly to the proprietor and the tenant. 

I further submit that the potential profits to be earned in the production of 
flue-cured tobacco has not only encouraged expansion in production, but is the 
direct cause of overproduction. 

In spite of the alleged poor prices we hear from reliable sources that there 
are thirty new farms being equipped to grow flue-cured tobacco for the season: 
1934. 


IMPERIAL Tospacco CoMPANY OF CaNnapA, LIMITED 


Production and Prices 


The Imperial Tobacco Company of Canada, Limited having been given 
much publicity as a result of inquiries under the Combines Act, a further 
inquiry by a Committee of the Ontario Legislature and the inquiries before the: 
present sub-committee on Price Spreads and Mass Buying, we think it not 
inopportune to submit for your consideration a few facts in relation to this 
Company. 

The Imperial Tobacco Company, recognizing the plight that the cultivators. 
of flue-cured tobacco were bringing upon themselves did its utmost to correct and 
alleviate the conditions being brought about, and to relieve the producers in 
their distress. 
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For your information I submit “Table 9,” which discloses the Imperial 
Company’s purchases of flue-cured tobacco for the ten years 1924 to 1933 in- 
clusive, green weight, and shows the percentage of such purchases to the total 
crop, indicating that while the Imperial Company have bought substantial 
quantities, they by no means monopolize or control the marketing of the crop. 


Tasie 9.—_IMPERIAL COMPANY’S PURCHASES OF CANADIAN GROWN FLUE-CURED 
TOBACCO, GREEN WEIGHT 


———— eee” 


Quantity | Per cent of 


Crop purchased crop 
000 lbs. 

ETS ah cw is arse hay «4 sib ohen PEPER OL Seer tees, Ped BOO J1990 STR 2,760 50-4 

ES Re Mean, MENS EE OR, ser eo, te te ee SMSER EN gee 3,579 57-1 

Rt) eee to PEM Ls chrome ee ie Sse Pl eet. lee? 2,880 66-5 

NN tere We te a hes dea! STEMS eR eo Lee eee UP scdine, canna wawaies 5, 003 80-3 

eee Mite SR aS, er PAO eo ce eS ean oc ee eet 7,049 80-9 

Se Set kOe: be tate SALI A oH). SEGA ION LUBE. 2ST, BEE OE AES 8,890 84-7 
ett bein. beaten Co pee. dbl ea hogs «cto oui doddmercihessovindal ablecden ) 8,879 71-7 

ee eee ree eee ee cet eas ie ee te ete cee ek 14, 448 59-0 

EE De. FAA, eRe SELES ASI, EON ST DOTAMNOR 12h EDULION . (ec 15,470 56-0 , 

ECE 1, ae ae Ce Ont en are ay Serre re ee ey yee 11,961 53-2 


GAA 7 NRE A REY EES OR SN ET OY ced HON Peaks 4 Pee ee 

It is the Imperial Company’s experience that any increase in usings of 
Canadian flue-cured tobacco must be graduated so as not to disturb consump- 
tion and thereby destroy demand, and for your information I submit as “ Table 
10” a statement of the Imperial Companies’ annual usings of Canadian flue- 
cured tobacco, redried weight, for consumption in Canada for the ten year 
period 1924 to 1933 inclusive:— 


TaBie 10.—INDEX FIGURES OF ANNUAL USINGS OF CANADIAN CROWN FLUE-CURED. 
TOBACCO BY IMPERIAL TOBACCO COMPANIES BASED ON THE YEAR 1924 


Year 

“Eo Ly LOI RR RRR ee eR Ree tle Octane ges HAN, “aries, yng penal 1, Neos alie naplas ed oe 100-00 
Li ce 1 ale Mess A 3 alba on ab ae ETE TT ill eR nate a ae i ae eV 120-55 
LopC are shige. 12 sabe 4 eee Lee i dean ae be EG. WEG WTTISL, UR Gr 154-10 
Es SARE OR ae ES iRise naa tenet Sateen Rated “oh hee mena aA Me nne « Digg one ages 188 -83 
vs Ae ee Ss Ce gh tah Cag ae ei Coan tain afin’ ta ght tn PRP OA SR 1S a 192-46 
BOF ee kcal s ae Sighs Pe oe es tate 4 ON eT, NON. 257 -80 
PPR Li. tee, Deere bce. be eC e le). ataceein)). AN. cwoedal bh 309-43 
Re a ee EN ele i ae, ora a Pe ri Sek? og ori 313-70 
ys emer at aes smite ied — WEF anchorman ers AM tel TA dane. dad MM th dhol nd ok 351-44 
Rae oot eB gain d Ih cass 4 2c vs ops sods. g AE? 10 Oren . She 400-29 


The foregoing “ Table 10” indicates a gradual and consistent increase in 
usings of Canadian flue-cured tobacco by the Imperial Companies rather than 
a sporadic increase which might disturb consumption and destroy demand. It 
also serves to confirm the conclusion of overproduction so very apparent in 
the figures quoted from public records. 

That the Imperial Tobacco Company have from time to time cautioned 
the cultivators against overproduction is an undeniable fact, and in proof 
thereof I submit for your consideration the following article which appeared 
in the Simcoe “ Reformer” of 20th February, 1930:— 


DANGER OF OVERPRODUCTION OF FLUE-CURED TOBACCO. 


F. R. Gregory oF THE IMPERIAL Tospacco COMPANY CAUTIONS AGAINST TOO. 


GREAT INCREASE IN ACREAGE—MARKET WILL Not ABSORB SURPLUS 


PRODUCTION WITHOUT DEPRECIATTION IN Price—No  Britistr 


MARKET YET. 
‘There is an imminent danger of overproduction of flue-cured tobacco 


in the County of Norfolk this year,” declared F. R. Gregory, manager: 
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of the Ontario Leaf Department of the Imperial Tobacco Co., in an 
interview with “‘ The Reformer ” last Friday. 

Mr. Gregory, who has been in close touch with the situation in 
Norfolk, bases his judgment on the Company’s experience in purchasing 
the crop in 1929 and on the probability of a considerably increased acreage 
during 1930. 

“The Imperial Tobacce Company has handled 80 per cent of the 
flue-cured crop of Ontario,” pointed out Mr. Gregory. “Candidly we 
are afraid of an overproduction especially in Norfolk. In this county 
last year a total of 11,500 acres were under production. Due to a very 
poor growing season, especially in the southern part of the territory, the 
yield was only eight million pounds. If a good season had been experi- 
enced, it would have been nearer ten million pounds.” 


Too Great an Increase 


According to reports reaching us, an increase of about 3,000 acres in 
1930 appears probable. Normally this would mean a production of 
thirteen million pounds as compared with eight million pounds in 1929. 
Judging by our experience last year, an increase of 1,000 acres would be 
all that the market could absorb. Therefore in my opinion those farmers 
who contemplate going into the flue-cured tobacco business and have not 
already committed themselves in regard to buildings, tenants, etc., would 
do well to stand by for another year and await developments. 

“The policy of the Imperial Tobacco Company ” continued Mr. 
Gregory, “is to keep its customers informed as to the state of the market. 
We prefer a steady supply at reasonable prices, rather than an over- 
production with consequent disaster to many of the tobacco growers. We 
trust that the growers in Norfolk County will accept this advice in the 
spirit in which it is given, and thus a repetition may be avoided of 
of overproduction of burley experienced in Essex in 1928.” 


No Market in Britain 


Asked about the development of a market in Great Britain for 
flue-cured tobacco, Mr, Gregory stated that no outlet of any con- 
sequence had been found for Canadian grown flue-cured tobacco in 
any country outside of Canada. 

Mr. Gregory also explained the purpose of the new half million 
dollar drying and handling plant at Delhi. This was being erected in 
order to take care of a part of the industry now carried on at Granby, 
Quebec. He stressed the fact that this development should not be taken 
to mean that any great increase in acreage in Norfolk was warranted. 
The plant was being located at Delhi simply as a matter of convenience. 


It will be noted that the aforementioned article has reference to the crop 


of 1929 which was ten million five hundred thousand pounds, and cautions the 
Norfolk growers to reduce their acreage for the 1930 crop; and that notwith- 
standing this caution the crop in 1930 was some 12,384,000 pounds. 


I further submit for your consideration the Imperial Company’s circular 


letter to the cultivators dated 18th March, 1932, which read as follows:— 


It has been customary in the past to advise the growers from whom 
we buy tobacco as to the state of the market and the probable demand, 
both as to quality and quantity, for the coming season. 

The production of Flue Cured tobacco in the Norfolk County district 
has increased very rapidly of late and there was produced last season 
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in Ontario enough of this type to give the Canadian Manufacturers a 
two years’ supply, and at the same time take care of the export require- 
ments. 

It now appears that there will be an overproduction the coming 
season unless the export demand is far greater than it has been heretofore. 
We cannot forecast just what this demand will be, but in the event that 
the 1932 crop is of good quality, then a moderately increased demand 
from overseas is not unlikely. 

The 1931 crop is conceded to be the best that has been grown in 
Canada so far, and for this reason we purchased a supply beyond our 
requirements. It will therefore naturally follow that our purchases from 
the 1932 crop will most likely have to be curtailed. 

In view of this outlook we think the growers would be well advised 
to decrease their acreage twenty-five to thirty per cent as compared 
with the 1931 acreage. If this plan is not followed, an overproduction 
will be created, which will lead to disastrous consequences such as have 
occurred in the Southern States and South Africa for several seasons 
past, and it is to the interest of all concerned that this be avoided. 

We believe, in order to establish the Flue Cured tobacco on a 
sounder basis, that the growers should pay more attention to the quality 
of the crop grown rather than the quantity produced. This can be 
brought about by decreased acreage, carefully selected light, sandy soils 
suitable for this purpose, intensive cultivation, and improvements in the 
types of seed planted. The demand, both for export and domestic pur- 
poses, is for a bright, thin cigarette tobacco and this can best be obtained 
from the priming type, such as White Stem Orinoco, old Tip, Yellow 
Mammoth and Bonanza, which we advocate rather than the Warne and 
Gold Leaf varieties. In our opinion, cutting of the stalks should be dis- 
continued as this tends to give too large a percentage of unsuitable low 
erade leaf, whereas the priming of the leaves gives a more uniform pro- 
duct, and a higher yield of the more desirable grades. 

The above recommendations are made in the best interest of the 
Canadian Flue-Cured tobacco industry and we trust, after due considera- 
tion, that the growers will see fit to act upon this advice. 


It will be noted that the foregoing letter refers to the 1931 crop of 24,500,000 
pounds, which, in spite of the warning, resulted in the 1932 crop of 27,615,000 
pounds. 

That overproduction has at last been recognized by the cultivators is evi- 
denced by their undertaking to reduce acreage. I quote in part from the 
Simcoe “Reformer” of April 5, 1934, as follows:— 


TOBACCO MEN RATIFY SCHEME TO REDUCE ACREAGE 


GRowERS AND CoMPANIES AGREE ON SCHEME TO Cut AcREAGE—PropUCERS WHO 
Co-opERATE Witt Ger PREFERENCE WHEN BuyING OPENS—SPECIAL 
CoMMITTEE WILL BE NAMED TO ADMINISTER AGREEMENT’S 
PROVISIONS. 


Will Bring Industry Under New Market Act 


Improvement of quality and reduction of the total crop is urged 
in a statement released at Toronto last week following a conference be- 
tween tobacco association officials, manufacturers’ representatives and 
government authorities. 

It is stated that efforts will be made to reduce the acreage of tobacco 
planted in the Norfolk area by 25 per cent, the general feeling being that 
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this reduction will not only tend toward better methods of production 
but will aid in stabilizing both domestic and export markets. 

Behind the agreement are the growers’ own associations, the On- 
tario Department of Agriculture and the powerful buying companies. 
The Department is issuing an appeal to independent growers to enter 
into the spirit of the plan and to concentrate on producing a superior 
product. 


Will Give Preference 


Also stated at the meeting was that preference will be given in 
the purchase of this year’s crop to those farmers who co-operate in the 
acreage reduction scheme. 


I also quote the Imperial Company’s circular letter of 2nd April, 1934, sent 
to all cultivators in the Norfolk District in support of the foregoing proposed 
acreage reduction scheme. This letter, in addition to being distributed to all 
cultivators was published as an advertisement in the following papers on 5th 
April, 1934:— 

London “ Free Press,” M. & E. D. 

London ‘ Advertiser,” M. & E.D. 

St. Thomas ‘“ Times-Journal,’ E.D. 

Tillsonburg “ News,” W. 

Simcoe “ Reformer,” W. 


To the Flue-cured Tobacco Growers of the Norfolk District, Ontario: — 


We learn from reliable sources that members of the Flue-cured Growers’ 
Organizations have agreed in principle that it is vitally necessary that the pro- 
duction of the 1934 crop of flue-cured tobacco be very materially reduced. 
We also understand that this proposed reduction is being endorsed by the 
Minister of Agriculture of the province of Ontario. 

We take this opportunity of expressing our great satisfaction that this move 
has originated amongst the growers themselves, and as large purchasers of this 
type of tobacco, we are not only heartily in accord with this proposal, but 
strongly recommend that the acreage to be planted in the Norfolk district the 
coming season be reduced fully twenty-five per cent (25 per cent) as compared 
with the acreage planted in 1933. 

It has always been our policy to advocate the production of tobacco of 
good quality and colour, that could be readily absorbed, rather than the 
production of larger crops of inferior quality for which there is necessarily a 
limited market, and at a lower price level. We feel reasonably sure that a 
reduction of twenty-five per cent (25 per cent) in the acreage should give an 
output that is ample for domestic requirements, and at the same time take care 
of any export demand that may develop. 

In making our purchases of the 1934 crop, preference will be given to such 
growers who have co-operated with the Minister of Agriculture and the Flue- 
cured Growers’ Organizations in reducing their 1934 production. 

I now submit “Table 11” being the prices paid by the Imperial Tobacco 
Company of Canada, Limited, for flue-cured tobacco in the crop years 1927 to 
1933 inclusive, and I particularly direct your attention to the relation of the 
prices paid by the Imperial Company to the prices paid for the total average 
crop as set out in Table 6. 
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Taste 11.—PRICES PAID BY I.T. COMPANY 


Price paid Price paid 
Crop per lb. by all others 
cts. 

Ty. Bee ee i wale piekiive times Ap Sane s «anew ae Bs 34-7 30-6 
TE, Dy ASR IA S ok sso PEEL» COON ERR INE Oth. POEs a ie Oe oe wes 32-3 25-5 
NE ee AAs teh aioe + Paes SERIE TE SOLTE) ERO ID TaGlek bias. 2 Baie. 31-1 17-4 
SE PASE RTE LP REO CL, iG 4:1 oh: OA Seance ia ly, EE PTs is ss gn nh <u ak 31-9 32-3 
ET Fi che ae 5 iss ohipitecaale hire oa 5am os SPT OTT Cee hE 21-9 18-5 
SR bel TRA ak Berek fay Veh bettas eid b iets + Rab ihe prema yoke odys 17-3 14-3 
OO ae ieee oiiy cee Os ode « Seva ime 46 aes omelet Ala 19-8 | Not available 


Dealing with the prices paid in the years 1931, 1932 and 1933, the Imperial 
Company, recognizing that the production of these crops substantially exceeded 
both domestic and export requirements and that the price must be ranged down 
to a figure nearer to a comparable price for Empire leaf; and contemplating 
the possibility of there being a substantial quantity of such leaf tobacco dumped 
on the market with no buyers, resulting in leaf in large quantities being made 
available to competitors at distress prices which they, in turn, could offer to 
the consumer at so reduced a price as to entirely disorganize the marketing 
of manufactured tobacco; and contemplating the possibilities of a vast quantity 
of Canadian leaf being offered at distress prices so discouraging the cultivators 
as to result in subsequent production inadequate for domestic requirements, 
the Imperial Tobacco Company effected purchases at prices which were still 
higher than comparable Empire leaf, but which it was hoped would not result 
in important quantities of Canadian leaf tobacco being sold at distress prices 
and which it is felt returned to the producer a fair profit on his investment. 


PRODUCTION CONTROL 


I next submit for your consideration a proposed means of controlling pro- 
duction of tobacco in Canada: 

1. The Federal Department of Agriculture in Ottawa should issue a licence 
to each grower fixing the number of acres and the weight of tobacco by types 
(Virginia, Burley, etc.) that he may cultivate during a specific crop year. 

2. The Department of Agriculture to fix the maximum of the crop to be 
cultivated in each year under licence. 

3. Applications for licences to be filled with the Department of Agriculture 
by the 1st January, and they will be issued by the Department on the 15th Feb- 
ruary in each year. 

4. Where the cultivator produces a quantity in excess of, or cultivates 
acreage in excess of that specified within his licence, the said licence shall then 
be terminated, but the cultivator may apply for a licence in the following year 
and such application to take its place as that of a new application. 

5. Licences for the total crop shall first of all be allocated to applicants 
who operated under licence during the preceding year, and any increase in the 
crop shall be allocated to such applicants in ratio to their applications for 
increased acreage or pounds. If the proposed crop for cultivation exceeds 
the applications made by licensees of the previous year, the Department will 
then proceed to allocate such excess to applicants, firstly, who have cultivated 
tobacco in Canada in other years, and when all such applications have been 
satisfied may then allocate the balance to such applicants as are on file. 

6. The Excise Act to be amended so as to provide that all wholesale dealers, 
packers, leaf handlers and processors shall be licensed under the Excise Act. 
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7. The Excise Act to provide that a duty comparable to that in effect 
on manufactured tobacco, be levied on all leaf tobacco sold for consumption. — 

8. The Excise Act to provide that licensees under the Excise Act may 
purchase, handle and deal in Canadian leaf tobacco produced only under 
licences of the Department of Agriculture. Any breach of this regulation to 
result in forfeiture of this licence. 


8a. All exports of leaf tobacco to be licensed under the “ Natural Products 
Marketing Act,” and only leaf tobacco grown under licence, as hereinbefore pro- 
vided, to be granted licence for export. 


9. Licensed cultivators to report to the Department of Agriculture particu- 
lars of their sales as to quantity, price and purchaser. 

10. Licensees under the Excise Act to report to the Excise Department, 
who will in turn advise the Department of Agriculture, all purchases and sales 
of Canadian Leaf Tobacco, as to quantity, price and purchaser. 

11. When the average price paid to the cultivator is not less than the 
comparable prices paid to cultivators in the United States of America, the 
Department of Agriculture will then, for the following year, increase the pro- 
posed acreage by ten per cent. 

It is submitted that the foregoing will effectively restrain over-production 
of leaf tobacco in Canada, and whereas Canadian leaf tobacco is a substitute 
for United States leaf tobacco and whereas the Virginia and Burley tobaccos 
grown in the United States of America are the governing world factors in com- 
parable types of tobacco, it is suggested that the price of Canadian leaf tobacco 
should, by the operation of the foregoing proposals be held comparable to the 
price of United States leaf so that the price of Canadian leaf will not be advanced 
to the point where it will be impossible to compete with other comparable leaf 
when exported from Canada. 


CONCLUSIONS 


And now to summarize I submit the foregoing has established that— 


1. In the past few years the production of Canadian tobacco has exceeded 
by 36 per cent to 44 per cent the total Canadian consumption of domestic and 
foreign leaf tobacco manufactured in Canada into cigars, cigarettes, plug, snuff, 
smoking and chewing tobaccos. 


2. In the past few years the production of Canadian tobacco has been from 
49 per cent to 60 per cent in excess of apparent world consumption of Cana- 
dian Tobacco. 

3. Production of flue-cured tobacco for the five years 1924 to 1928 averag- 
ing six and one-quarter million pounds, has been increased to an average of 
twenty-three and one-half million pounds in the five years 1929 to 1933. 

4. The problem of overproduction is primarily due to the increased pro- 
duction of flue-cured tobacco. 


5. An important potential market for Canadian leaf tobacco exports may 
be found in Great Britain. 


6. Canadian leaf tobacco must meet competition of other Empire leaf 
tobacco in Great Britain on an equal footing. 

7. Canadian leaf tobacco constitutes only a small percentage of the total 
of leaf tobacco withdrawn for consumption in Great Britain, and represents 
approximately fifteen per cent of Empire leaf tobacco so withdrawn. 

8. The high price of Canadian leaf in relation to prices of other Empire 
leaf has been an effective deterrent in extending the use of Canadian tobacco in 
Great Britain. 


9. The duty of forty cents a pound on leaf tobacco imported into Canada 
ranging from 202 per cent to 572 per cent protection on comparable prices of 


PRICE SPREADS AND MASS BUYING 1615 


United States flue-cured tobacco has been responsible for the high prices paid 
for Canadian leaf tobacco in years when production was less than consumption. 

10. Any commodity returning an unusual profit thereby encourages 
exploitation and frequently results in over-production. 


11. Production of flue-cured tobacco in Canada has been exploited to the 
point of over-production. 


The remedy to all of the foregoing is to be found in the control of produc- 
tion as suggested in the preceding paragraphs. 


I submit that a real problem does exist, and that the whole problem, both 
cause and consequence, is made abundantly clear in the foregoing. 


OPENING THE MARKET 


For the sake of brevity I shall not quote even part of all that has been 
said or attempted to be construed from the dates on which the Imperial Tobacco 
Company made its first purchases of respective crops of flue-cured tobacco. I 
do, however, flatly deny any attempt or desire to dominate the market, or that 
any action has been taken by the Imperial Tobacco Company to intentionally, 
or otherwise, demoralize the producers, but in order to remove any further 
grounds for such absurd and ridiculous inferences and charges as have been 
laid to the Imperial Tobacco Company of Canada, Limited, I am authorized 
to state that we shall be pleased to meet all buyers for the purpose of deter- 
mining a date on which all buyers will effect their first purchases. 

However, I should point out at this time that if absurd and ridiculous 
inferences have been adduced to the buyers when they have never met to 
determine any concerted action, that from the suggested buyers’ meeting for 
the purpose of determining the date of purchase there may arise in the minds 
of the producers, or others actuated by malicious motives, a suggestion that at 
such meeting of buyers to determine the date of opening, the buyers at that 
time fix and determined the prices to be paid, and I take particular pains 
to direct to your attention the probable consequences that may arise from 
such a meeting and to point out that while we do not propose that this meeting 
be held, we will however agree to attend and participate in such a meeting for 
the purpose of determining the date of opening only, providing that this com- 
mittee and others who find fault with the present practice, assume the responsi- 
bility of recommending to the buyers that they adopt such a practice. 

While dealing with the subject “Opening the Market,” I desire to say, 
for the benefit of the uninformed, that leaf tobacco is not a perishable com- 
modity such as peaches, pears, strawberries, etc., that must be disposed of 
within a very short time following their being offered on the market. The 
fact of the matter is that the Imperial Tobacco Company contracts for the 
purchase of practically all of its Canadian flue-cured tobacco within 45 days 
and the tobacco so purchased remains in the hands of the producer in precisely 
the same form as that when purchased until called for delivery by the purchaser. 
The purchaser is only able to take delivery in accordance with his capacity to 
handle the same, with the result that, while we may complete practically all 
of our purchasing within a period of less than 45 days, the fact remains that 
we take delivery of that tobaeco over a period of approximately four months. 


UNbDER-CovER BUYING 


Reference has been made before this Committee, as appearing on Pages 
1144 to 1149 and Page 1216, to the Imperial Tobacco Company of Canada, 
Limited having purchased leaf tobacco for the British Leaf Tobacco Company, 
Limited and the Imperial Tobacco Company (of G. B. & I.) Limited. 
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A full and complete description of our operations in this connection is set 
out under cover of our letter of 4th January, 1933, addressed to the Registrar 
of the Combines Investigation Act, pursuant of his letter of 14th December, 
1932, which was in relation to the recent enquiry conducted by the Honourable 
Mr. Sutherland, whose report is now before this Committee. 


We submit that our purchases of raw leaf tobacco for export were unques- 
tionably of a direct benefit to the producer inasmuch as, in so doing, we were 
instrumental in obtaining for the producer a market for his product. If, how- 
ever, it is the opinion of this Committee, the opinion of the Government, or the 
opinion of the public at large, that the Imperial Tobacco Company of Canada, 
Limited should disassociate itself from any effort to encourage the use of 
Canadian leaf tobacco in various parts of the world other than Canada, I am 
instructed to say that we shall be pleased to limit our operations accordingly; 
but, in the absence of such advice, we feel that, by reason of our more extended 
experience in the exportation of Canadian leaf tobacco and in the uses of 
Canadian and other leaf tobaccos, we are probably capable of more effectively 
extending in some quarters other than in Canada the use of Canadian leaf 
tobacco than those who have less experience in the exportation of Canadian leaf 
tobacco and probably less experience in its manufacturing uses and who, 
possibly, are actuated in endeavouring to curtail our exports in the hope that 
such exports will be diverted to their hands for their profit. 


STaLK-CuTTInG VERSUS PRIMING 


Prior to the introduction of priming, the tobacco plant was permitted to 
stand in the field until, in the opinion of the producer, it was sufficiently ripened 
to be harvested, and whereas the bottom or sand leaves ripen first, the middle 
leaves next, and the top leaves last, and whereas the middle leaves, being the 
most valuable part of the plant, ripen after the ground leaves, the result was 
that the ground leaves became over-ripe and in many instances were a total loss 
to the producer. It therefore followed that the plant was permitted to stand as 
late as climatic conditions would permit, with the frequent result that there were 
severe losses by reason of frost. 

In harvesting the crop the stalk was cut close to the ground and the entire 
plant hung in the kiln to cure, after which the leaves were stripped from the 
stalk. ‘Curing under this method required a much greater intensity of heat by 
reason of the leaves being attached to the stalk and as such resulted in a higher 
fuel cost to the producer. Briefly, harvesting a crop under the fore-going 
conditions resulted in practically a total loss to the producer of the ground or 
sand leaves, a fair return for the middle leaves and a substantial production of 
top leaves, which were usually green and unmatured. 


Imperial Tobacco Company of Canada, Limited recommended that all pro- 
ducers introduce the practice of priming of the crop—which was put into effect 
for the 1932 crop season—which consists of pulling the leaves, when ripe, off the 
stalk while it stands in the field. The ground leaves, being the first to ripen, 
are the first to be pulled; the middle leaves, when ripe, are next to be pulled; 
and the top leaves are permitted to remain on the plant for a much longer period 
of time than would have been the case in stalk-cutting, with the result that 
these leaves are ripe at the time of harvesting. A further point to be noted is 
that in the priming methods the plant is topped higher than was practicable 
in stalk-cutting, with the result that more leaves are grown to the plant, and 
the whole practice results in increasing the ultimate production per plant by 
approximately 15 per cent to 20 per cent. 


Under the practice of priming, harvesting is begun two weeks earlier and, as 
such, reduces by at least 40 per cent the hazards of frost, ete. 
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While the initial outlay in priming may be somewhat more than that of 
stalk-cutting, the fact remains that the ultimate saving to the farmer by reason 
of a higher yield returns to the farmer considerably more for his crop than the 
additional outlay in priming. With the practice of priming the producer is 
enabled to put in considerably more plants per acre which again increases his 
yield per acre and in being able to harvest his crop gradually extends the 
capacity of his pack house and kilns. In many instances the producer can now 
cure an approximate maximum of 2,200 pounds of leaf in a kiln, whereas in the 
past, when the stalks were cut, his capacity would not exceed an approximate 
maximum of 1,400 pounds of leaf. 

Priming of the crop has without any doubt materially increased the revenue 
per acre of the producer. 

At the risk of criticism for what may be termed our shortcomings, I might 
add that since priming has been introduced, many farmers have asked why we 
did not advise and insist that they adopt the priming of crops some years past 
as they claim that they are now able to dispose of, as good leaf, thousands of 
pounds of tobacco which has formerly been thrown away because under the 
stalk-cutting practice of permitting these leaves to remain on the plant, only 
the top leaves had become approximately ripened and the ground leaves had 
become so over-ripe as in many instances to be a total loss. 


WAREHOUSE SALES vs. BARN BuyYING 


Much has been said about the method of barn buying in Canada and we 
quote from page 1139 of the Minutes of Proceedings and Evidence of the Session 
of Tuesday, 24th April, 1984:— 


The rapid growth and development of the tobacco industry in Ontario 
has apparently far outstripped the obsolete and antiquated method of 
marketing tobacco still practiced under what is termed the “ barn buying 
system.” 


and again quoting from the same page— 

In recent years the barn buying method of marketing tobacco has 
outlived its usefulness and has proved unsatisfactory to growers and the 
majority of purchasers. In the words of an official of one Canadian 
tobacco company, ‘‘ No other system lends itself to so much malpractice.” 


The Imperial Tobacco Company of Canada, Limited have amongst their 
employees those who are fully experienced and competent in purchasing tobacco 
at warehouse sales such as are conducted in the Southern States of the United 
States of America, and for many and various reasons it would be to the 
advantage of the Imperial Tobacco Company of Canada, Limited to purchase 
its Ontario leaf tobacco at such a sale; but it should be clearly pointed out at 
this time that never has this Company advocated warehouse sales for flue- 
cured tobacco in Canada, nor do we advocate its application to-day, and condi- 
tions being what they are we take this opportunity of putting ourselves on 
record to state in the clearest and most unequivocable language that we do not 
recommend this practice in Ontario and in fact, advise all cultivators against 
the adoption of the same by reason of the fact that the adoption of this 
practice will necessitate the cultivators grading and tying their crops before 
they are offered for sale, and if the practices as followed in the United States 
are to be applied the producer will be obliged to pay warehouse charges 
consisting of 24 per cent commission on the value of his sales, auction fees of 
15 cents per basket and weighing charges of 25 cents per 100 pounds. 

Furthermore, at the time the crop is ready for sale the climatic conditions 
in Canada will differ so vastly from climatic conditions prevailing in the 
Southern States where warehouse sales are in practice, that it is entirely 
impractical to conduct warehouse sales in Canada. 


7 


For example, the much colder climate would result in tobacco being brought 
to the market in a dry and brittle condition, and the handling of the same 
through the warehouse would require the conditioning of such leaf by expensive 
equipment, which would in turn add to the cost of sale and this second condi- 
tioning and handling of the leaf would also result in considerable waste. 

This conclusion would appear to be confirmed by the fact that in many 
of the Northern States, such as Wisconsin, Ohio, Connecticut, Pennsylvania, 
New York and Massachusetts, tobacco is sold in the barns similarly to the 
present practice in Canada, and while of course the tobacco produced in these 
States is principally cigar types, I am informed that climatic conditions are — 
probably the prime factor in determining this method of marketing the crop. 

It is quite true that the principal buyers take delivery of Canadian tobacco 
during the cold months, but they have properly equipped ‘plants to condition the 
tobacco in order that the same may be handled, and the point is that the 
adoption of warehousing sales in Canada would necessitate the introduction of 
an additional processing and conditioning of tobacco, which would not only add 
additional cost from such processing, but would introduce a second operation 
from which there would be a considerable loss in shrinkage through handling, 
as each re-handling operation results in loss through wastage. 

A further point to be considered is the fact that under the barn buying 
practice the purchaser effects practically all his purchases within a month and 
a half, and takes delivery over a period of four to five months, depending upon 
his capacity for handling the crop, whereas under the warehouse sale practice 
the purchaser would only buy in quantities limited to his capacity for handling 
from day to day, and this would result in extending the present period of 
purchase, now one month and a half, to probably four months or more. 

In conclusion, I again reaffirm that while the Imperial Tobacco Company 
of Canada, Limited will not oppose the decision of the majority of producers 
if they desire to adopt the warehouse sale practice, it should be clearly noted 
that we do not recommend any such practice and accept no responsibility if 
such a practice is adopted in Canada. 
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VIRGINIA 


While the word “Virginia” may be, on one sense, geographical, yet in its 
application to tobacco it is our opinion that the word “Virginia” has attained 
secondary significance, and describes a particular type rather than tobacco grown 
in the State of Virginia. We have always employed this word as such and main- 
tain that ours is the correct interpretation of its use. 

We are authentically informed that not more than 11 per cent of Virginia 
Tobacco produced in the United States in the crop season of 1933, was grown in 
the State of Virginia. 

AuL CANADIAN CIGARETTE 


Mr. Kingston, in his evidence before this Committee, as reported on page 
1213, states in part as follows: “But this is my opinion that a cigarette of all 
Canadian flue-cured tobacco would be very popular in Canada and it would be 
a good thing to decrease the excise by $2 on that tobacco so they could bring it 
out at 15 cents.” | 

It is our opinion that if cigarettes were offered to the consumer in Canada at ~ 
20 for 15 cents, the drawing power of the price alone would probably create a 
very substantial demand for such cigarettes. For your information we have sub- 
mitted to the Finance Department a recommendation to that effect. We believe, 
however, that it would not be necessary to reduce the present rate of excise on 
cigarettes nearly as much as $2 per thousand as suggested by Mr. Kingston. 


REDUCTION IN Prices To PropucreR AND CoNSUMER 


_ Mr. Scythes stated before this Committee that there has been no reduction 
in the price to the consumer in any way relating to the reduction in the prices 
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paid to the producer. His precise words, quoted from page 1150 of the Minutes 
of Proceedings of 24th April, 1934, are as follows:— 


The manufacturers of tobacco in Canada have profited to the full 
extent from the decline in prices and the improvement in quality, since no 
appreciable reduction has taken place in prices charged for manufactured 
tobacco. 


If for nothing else, Mr. Scythes should at least be commended for his con- 
sistency, because this charge, like many others, is diametrically opposed to the 
facts. 

For your information I submit a statement of the average sales price of 
cigarettes, cut tobacco, plug and cigars. I submit the same in two forms, first, 
including the Excise Stamp Duty and Sales Tax, and, second, excluding the Excise 
Stamp Duty and Sales Tax. This table covers the period 1929 to 1933, inclusive, 
and a notation is made alongside each year of the changes in Excise Stamp Duty 
or Sales Tax that has been put into effect in the year in question:— 


CIGARETTES 
Sales 
value Sales 
including value 
Excise duty Sales tax Year duty excluding 
and sales duty and 
tax sales tax 
$ $ 
$6 00 3% —2% CT IOR Be ecg Se eae: cots 10-0271 3-8209 
6 00 2%—-1% HOBO iaies SOR eae Dae! 9-9451 3°8197 
6 00 1%—-4% hE 2 RS, REET. SERS | ree ar ee meee ee 9-8922 3:°6361 
$6 00—$4 00 4% —6% iO NE ch a ete ha teem TO atti St Mite oAiriarll tees olen 9-5692 83-5034 
4 00 6% £05 Jas . Oy Ki DOLLD 0229 CTS. BAS: 7:9058 3°4664 
ToBacco 
% % 
-20c. 3% —2% BOQ a at ee I A tA 1-2838 1-0572 
-20 2%—-1% 1930... ne ddsse ect «ee Ot ete 1-2785 1-0523 
-20 1%—-4% PO ee re ETO eae oe See eee 1-2444 1-0120 
-20 4%—6% PAS? cRITIOT tA... (LATION. HOPSRRSe 1-2188 -9737 
-20 6% TOCo ea. i den lo hac Wet ath. Gsrek 1-2106 -9433 
Piua Tosacco 
-20 8%—2% TO29 oo ciiiew 0 ne aT ds +E: EERE oe. ah +9387 °7194 
-20 2%—1% LOSDIM ARs sh AS SRL AA ote shld stake bel -9314 -7195 
-20 1%—4% OS ee TAIL. DOO): BOs I... dd -9213 -6976 
-20 4%—6% ALLS Meant arte ol inh nR'e FAK oh eRe] My dee +8972 -6640 
-20 6% COR ee Tee cei. ABN weak to BERG ahs so 3 -9030 -6531 
CIGARS 
$3 50 up to 3%—2% TO25 ete. PRU AL EIA ee. od eh OS ola ee ie | 50-1059 44-6150 
$40 00 2%—-1% TUS OO. Ce 6.4. FO. IPR. TIM. oA VAG. 54-2191 49-3196 
1%—-4% SE a tie at eae hh ee 45-4111 40-1090 
4% —6% DLE erate he ee enn eek has 44-4322 38-0859 
6% LOSS Tis. ASC hess Pee ea, Siar 43 -5565 37-1312 


EXCISE DUTY ON CIGARS EFFECTIVE 1929-1933 INCLUSIVE 


Excise duty $3.00 per 1,000 

and additiona tax of 50c. per 1,000 up to $40.00 value 
$3.00 per 1,000 from $40.00 to $110.00 
7.00 per 1,000 from $110.00 to $150.00 
10.00 per 1,000 from $150.00 to $200.00 
$16.00 per 1,000 over $200.00 
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It will be noted in the aforementioned Tables that in ieach and every 
instance for both cigarettes and tobacco, whether Excise anid Sales Tax are 
included or excluded, there has been an annual reduction in: the price to the 
consumer of cigarettes and cut tobacco, and with the excepition of one year 
when the price was increased one-hundredth of one cent; tae price of plug 
tobacco to the consumer has decreased annually; and excepiting in the year 
1930 the price of cigars to the consumer has decreased annually. 

Within the period 1929 to 1933 inclusive the net price paid tc) us for cigarettes 
has decreased 36 cents per thousand, and based on an assunmed weight of 3 
pounds per thousand, reduced 13 cents per pound. Cut tobacco has been reduced 
11 cents per pound; plug tobacco has been reduced more than 64 cents 
per pound; cigars have been reduced $7.48 per thousand and' on the basis 
of 22 pounds per thousand have been reduced 34 cents per pound. 

All of the foregoing calculations are computed without making any allow- 
ance whatsoever for imported leaf tobacco included in the commcpdities referred 
to, which, if taken into consideration, would further accentuate ithe decline in 
the price paid to the manufacturer in relation to the decline in the price paid 
to the Canadian tobacco producer. 

Briefly, the manufacturers’ reduction in prices to the consusmer has con- 
siderably exceeded the reduction in prices paid to the producer of leaf tobacco 
in Canada. j 


Cost oF PRODUCTION 


\ 


In the hearing to date specific evidence of capital invested in farms and 
equipment to produce flue-cured tobacco, and evidence as to the actual cost of 
production, has been conspicuous by its absence. It would therefore probably 
not be inopportune at this time to direct to the attention of the Committee 
some pertinent facts relating thereto. ! 

In submiting the following we desire to go on record that we dc not object 
to the profits earned by the producers. That which is now to be siubmitted is 
not presented with a view to protesting the profits earned but is adduced for 
the sole purpose of putting on record a number of actual facts pertinent to 
evidence previously submitted to this Committee. 


We have in our possession certain statements indicating the cost’of pro- 
duction on various farms, the first of which, while not disclosing the total 
number of acres included in the farm, nevertheless indicates that an in.vestment 
in land, dwelling, buildings, kilns, machinery, greenhouse and other eqquipment 
amounted to $16,000. On this particular farm 35 acres of land were cultivated 
to flue-cured tobacco in the season of 1933. 

The cost of operations, which included interest at the rate of 5 per cent 
on investment in land, buildings, kilns, machinery and all other capital expendi- 
tures, taxes on property, depreciation on buildings, machinery, etc., horses, feed, 
fertilizer, fuel, seed, insecticides, twine and paper, oil and lubricants, repairs, 
hail insurance, building insurance, crop insurance, labour, $2,050, cost of board- 
ing labourer and curer’s wages, etc., amounted to a total of $5,670, which is 
equivalent to a cost of $161.97 per acre or 13-86 cents per pound. 


After providing for all the aforementioned expenses and 5 per cent interest 
on capital investment, there remained a further profit or return profit or return 
of $2,900, which means that the total net return on the invested capital of 
$16,000 is some 23 per cent and before providing interest on invested capital the 
net profit is 43 per cent of the gross sales value. 

The foregoing is no hypothetical case but is the actual experience of the 
operations of a flue-cured tobacco farm cultivating 35 acres of flue-cured 
tobacco, producing 40,902 pounds which sold at less than 21 cents per pound. 
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The second case deals with that of a proprietor of 33 acres cultivated by 
a tenant producing 34,400 pounds tobacco, which was sold to Imperial Tobacco 
Company at 194 cents per pound, yielding $6,650 or $201 per acre. 

The various out-of-pocket expenses charged against this production cover 
seed, fertilizer, hay and oats, fuel, insurance on tobacco, curer’s salary, bran 
and ‘insecticide, steaming greenhouses and kilns, trucking, paper, twine, oil and 
grease and taxes, amounting in all to a total of $1,600, which is the equivalent 
to 4% cents per pound of tobacco produced or equal to 848. 50 per acre. 

Deducting from the gross revenue of $6,650 the out-of-pocket expenses of 
$1,600, there remains the sum of $5,050, equal to $153 per acre to cover insur- 
ance and depreciation on buildings and equipment, provide wages to the 
cultivator and profit. 

In this particular instance the living expenses of the tenant and his family 
amounted to $1,150, which would leave $3,900 or $118 per acre for insurance 
and depreciation on buildings and equipment and profit on 33 acres of land. 

$3,900 on the crop of 34,400 pounds is something in excess of 11 cents per 
pound. 

It will be noted that this crop was ‘sold at 194 cents per pound, and if we 
deducted 11 cents we have a residue of 84 cents per pound, which represents 
the cost of production to which must be added an amount to cover insurance 
and depreciation on buildings and equipment, in order to determine the net 
cost of production. 

The proprietor of the land, after paying for his proportion of the out-of- 
pocket expenses of cultivation, received $2,375, which must cover insurance 
and depreciation on buildings and equipment, and profit on 33 acres of land. 

The cultivator was provided with a house and in addition received $2,675, 
and after deducting the living expenses of the tenant and his family amounting 
to $1,150, there remains a surplus to the tenant of $1,525. 

If in the foregoing case we take the total out-of-pocket expenses of $1,600 
and add thereto $1,150 to cover the living expenses of the tenant and family, 
and add a further sum of $700 to cover depreciation, it will be noted that the 
total cost of production then amounts to $3,450, which apportioned on 33 acres 
of land equals a cost of $105 per acre. 

The third case is that of a proprietor of 37 acres cultivated by a tenant 
producing 36,500 pounds flue-cured tobacco, which was sold to Imperial Tobacco 
Company at 20-85 cents per pound, yielding $7,600 or $205.40 per acre. 

The various out-of-pocket expenses charged against this production cover 
seed, fertilizer, hay and oats, fuel, insurance on tobacco, curer’s salary, bran 
and insecticide, steaming greenhouses and kilns, trucking, paper, twine, oil and 
grease and taxes, amounting in all to a total of $1,980, which is the equivalent 
to 54 cents per pound of tobacco produced or equal to $53.50 per acre. 

Deducting from the gross revenue of $7,600 the out-of-pocket expenses of 
$1,980 there remains the sum of $5,620 equal to $151.90 per acre to cover 
insurance and depreciation on buildings and equipment, provide wages to the 
cultivator and profit. 

In this particular instance the living expenses of the tenant and his family 
amounted to $1,600, which would leave $4,020 or $108.70 per acre for insurance 
and depreciation on buildings and equipment and profit on 37 acres of land. 

$4,020 on the crop of 36,500 peupgs is something in excess of 11 cents per 
pound. 

It will be noted that this crop was sold at 21 cents per pound, and if we 
deducted 11 cents we have have a residue of 10 cents per pound, which repre- 
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sents the cost of production to which must be added an amount to cover insur- 
ance and depreciation on buildings and equipment, in order to determine the 
net cost of production. 

The proprietor of the land, after paying for his proportion of the out-of- 
pocket expenses of cultivation, received $2,445, which must cover insurance and 
depreciation on buildings and equipment, and profit on 37 acres of land. 

The cultivator was provided with a house and in addition received $3,075, 
and after deducting the living expenses of the tenant and his family amounting 
to $1,600, there remains a surplus to the tenant of $1,475. 

If in the foregoing case we take the total out-of-pocket expenses of $1,980: 
and add thereto $1,600 to cover the living expenses of the tenant and family,. 
and add a further sum of $700 to cover depreciation, it will be noted that the 
total cost of production then amounts to $4,280 which, apportioned on 37 acres 
of land equals a cost of $116 per acre. 

The foregoing are not hypothetical cases, but are literally the actual 
experience of specific farms producing flue-cured tobacco during the 1933 crop. 
season. 

We next have the opinion of an experienced producer who, during the 
crop season 1933, produced 120,000 pounds flue-cured tobacco. 

It is his experience that the capital invesiment to operate a farm to grow 
30 acres of tobacco would necessitate an outlay of $10,000. His total cost of 
production, which includes living expenses and wages for all growers and before 
providing any return on capital investment, amounts to $147 per acre. 

In his case the 30 acres of land yielded him $7,718, and if we deduct his. 
cost of operating 30 acres amounting to $4,410, there remains a net profit of 
$3,308 on an investment of $10,000, which is a net return of 33 per cent on 
investment and is the equivalent to a net profit of 43 per cent on the gross. 
sales value. ; 

No. 5—dealing with a purely hypothetical case, contemplates the purchase 
of 100 acres of land at a cost of $6,500, on which we propose cultivating 35 acres. 
of land and on which it is estimated that $3,500 would apply to buildings. 

We estimated an expenditure of $500 to repair the house and barn, the 
construction of 6 kilns at $500 each amounting to $3,000, construction of a 
greenhouse $750, construction of a pack house $1,500, stripping the barn $150, 
and the erection of a shed $100, making a total investment in buildings of 
$9,500, which we contemplate depreciating at the rate of 5 per cent per annum. 

The equipment will consist of two horses at a cost of $300 which we pro-- 
pose to depreciate at the rate of 20 per cent per annum, various horse-drawn 
equipment, tools, hose, sprayers, ete-, etc., $700, which we propose to depreciate: 
at the rate of 15 per cent per annum, pumping equipment at a cost of $155, 
to be depreciated at the rate of 25 per cent per annum, and miscellaneous 
equipment and supplies at a cost of $345 which we propose to depreciate at 
the rate of 15 per cent per annum. 

The total capital investment as mentioned in the foregoing amounts to 
$140,000, and the depreciation thereon as set out amounts to $705 per annum, all’ 
of which we propose to load on 35 acres of land. 

If, in this case, the 35 acres of land produced 1,000 pounds to the acre, and. 
we sold at a price of 224 cents per pound, the gross return would be $7,875. 

Estimating the cost of production at $175 per acre, the total of such charges 
would amount to $6,125 which, if deducted from the sales value would leave: 
a residue of $1,750 as a return on capital, being the equivalent to 22 per cent 
profit on the gross sales value and the gauivalent to 124 per cent return on 
the capital investment. 

If, for example, the crop were sold at 18 cents per pound, the same would 
have resulted in a net profit of 23 per cent on the gross sales value of 14 per 
cent on the capital investment. 


- 


J 
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The foregoing hypothetical case estimates a capital investment of $14,000 
in a farm to grow 30 to 35 acres of flue-cured tobacco, which we submit is 
considerably higher than is actually the case; for example, one experienced 
producer referred to, estimated the cost of such a farm unit at $10,000, and 
Mr. Freeman stated before this committee on Tuesday, 24th April, page 1185 
of the Minutes, that “If I bought a farm of 50 acres and equipped it for the 
growing of 30 to 35 acres of tobacco, my cost would be around $10,000 to 
$11,000.” 

It will be noted that the Department of Agriculture in their Bulletin No. 168 
dealing with the Cost of Producing Farm Crops in Eastern Canada, on page 126, 
estimates the cost per acre of producing bright flue-cured tobacco at the 
Dominion Experimental Farm, Harrow, at $166.15 per acre. 

We now have six figures on the cost of production per acre, five of which 
represent the actual experience of producers. The sixth is purely a hypothetical 
case in which the estimated cost considerably exceeds any of the individual 
cases referred to above. The average cost per acre of production determined 
from the foregoing is $145 per acre. 

On Tuesday, 24th April, 1934, this committee heard evidence from Mr. 
E. C. Scythes, President of the Vittoria Tobacco Plantations Limited. From 
information to hand it would appear that the Company was incorporated under 
Ontario Law 15th December, 1927, with an authorized capital of $250,000, and 
was formed for the purpose of taking over some 963 acres of tobacco land at 
Vittoria. All the directors, the president, the secretary and the treasurer reside 
in Toronto. 

Of the authorized capital $160,000 was offered to the public, the funds 
derived therefrom to be used for the purpose of purchasing the property. 

It would appear that in January, 1931, their various equipment was valued 
at $16,000, buildings and kilns $95,000 farm improvements $1,200, land $80,000. 

The last return of this Company filed with the Provincial Secretary indi- 
cates that the company hold real estate in Norfolk county with an assessed 
value of $53,100. 

Our information is that in the crop season of 1933 the Vittoria Tobacco 
Plantations Limited had under cultivation to flue-cured tobacco approximately 
406 acres of land, from which was produced 299,000 pounds of tobacco. Of this 
production the Imperial Tobacco Company purchased one crop produced from 
30 acres of land by Camiel Lecluyse, who was the shareman in this crop. 

This particular crop yielded $8,514.24 and if we deducted from this figure 
the highest cost as yet adduced, being an estimate of $175 per acre, we then 
deduct $5,250, which leaves a net profit of $3,264, which if we take the highest 
adduced investment cost of $14,000 per 100 acre unit, returns a net profit of 
23 per cent on investment, and similarly the net gain represents a net profit of 
38 per cent on the gross sales value. 

While for the purpose of the foregoing I have employed the highest avail- 
able operating cost per acre and highest capital investment per farm unit, 
they are, however, sufficient, I am sure, to clearly indicate that the crop in 
question was not actually sold at what could fairly be termed a loss in profits 
to the investor, and it should likewise be noted that we purchased this crop at 
a price of 24 cents per pound and in relation thereto I think it might be 
interesting if you were to refer to page 1167 of the Minutes of the Proceedings 
of this Committtee held Tuesday, April 24, 1934, from which I quote as 
follows: . 

By Mr. Kennedy (Peace River): 
Q. What would you regard as a fair price for the last three or four 
years?'—A. What would I regard as a fair price that the grower should 
get for his product? 
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Q. Yes. Approximately.—A. I think a price, a range of prices 
between—well, we were not any too prosperous when the market pre- 
vailed at 40 cents a pound. If we had good crops, a good season, we were 
able to make a small return on capital at 40 cents a pound. 


If, for example, the crop that we purchased from Mr. Scythes and referred 
to above, had been purchased by us at 40 cents a pound, and we still employed 
the highest estimated cost of production per acre, this crop would then have 
sold at $14,190.40 and would have yielded Mr. Scythes “small return on 
capital” of $8,940.40 or a net profit of 63 per cent per annum on capital 
invested. 

The return filed with the Provincial Secretary by the Ontario Tobacco 
Plantations Limited indicate that the Company was incorporated on October 
19, 1927, with head office at Simcoe, Ont. 

The capital is divided into 10,000 preference shares of $100 each, of which. 
4,146 have been issued fully paid, and 200,000 common shares of no par value,. 
of which 100,000 were issued at a valuation of about $1 each; 99,994 of the com- 
mon shares were issued for assets. 

The Company is reported to hold about 1,400 acres in the Norfolk County 
valued at $185,843.59. 

This Company issued a very interesting prospectus from which I propose to 
quote a few features that are pertinent to the present case. 

The prospectus quotes from an article entitled “Canadian Tobacco at 
Wembley and Olympia, 1925,’ which reads in part as follow: 


It can definitely be said that Canadian leaf tobacco, clean and 
sound, well graded and well packed, is greatly preferred in every tobacco 
manufacturing plant of importance in the British Isles to leaf from any 
other part of the Empire. 

I am more and more satisfied that Canada will reach the 50,000,000: 
mark (in exports) within the next eight years. 


Tue EXTRAORDINARY ProFrits MAprE BY THE GROWER 


Essex was the first county in Ontario to take up tobacco farming 
in an intensive manner, then Kent, and, later, Norfolk and Elgin. In 
all of these counties the prosperity of the farmers is reflected on every 
side. Those who have been cultivating tobacco for a number of years 
have become wealthy. The profit in the growth of tobacco is well 
exemplified in the current land values. Farms in Essex that were worth 
less than $100 an acre only ten years ago, are to-day being sold for as 
high as $800 and $1,000 an acre. 

It is worthy of note that, in the three groups of largest size farms, 
tobacco supplied over 70 per cent of the total farm revenue although 
the acreage in tobacco represented only 10 to 15 per cent of the total 
farm area. This is a good indication of the relative revenue producing 
power of tobacco and other farm crops and products in a year of good 
prices such as 1925 was. 

Taking the business of the whole 33 farms, there (bright leaf tobacco 
farms including the inefficient) were profit items (return on investment) 
of $102.30 on each acre of tobacco. This is sufficient to yield 5 per 
cent on investment on the movable capital (machinery and livestock) 
and 11 per cent on the total land investment which average $579 for each 
acre in these farms. On the efficient farms profits amounted to $232.64 
per acre, equal to 5 per cent on movable capital and 22 per cent on land 
investment of $821 per acre. 


Returns 25 Times GREATER THAN OTHER CROPS 


It is doubtful if Canada can produce for years to come all that is 
required for the making of cigarettes. Should that be possible, there 
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still remains the great British market open to the Canadian producer, 
under the 25 per cent preference. 


Dealing with “Estimated Earnings” they state— 


It is estimated that more than one-third of the Company’s lands, or, 
say, 650 acres, will be in tobacco production for 1928. It is expected that 
a further 1,100 acres will be devoted to other crops, such as clover, wheat, 
barley, oats and other grains. The Company’s policy will be to observe 
a rotation of varied crops as the best means of obtaining the largest 
financial return and at the same time conserving the soil. On the above 
basis, it is estimated that earnings for 1928 will be as follows (assuming 
normal weather conditions to prevail) :— 

Six hundred and fifty acres in tobacco, producing 

an average of 800 pounds per acre, and selling 

at 35 cents per pound; revenue would be..$ 182,000 
Est. Net Revenue from remaining 1,100 acres, 


estimated to average $10 per acre.. .. .. .. 11,000 
$193,000 
Total operating costs in producing tobacco.. .. ...... 65,000 
Est. Net Revenue (before Depreciation and Income 
Tax) equal to more than three and one-half 
times Preference Stock Dividend require- 
BrenGetd eV UNAS, FA OU Y | Bil en BEAT ABO LE: "UO $ 128,000 


CANADA’S Cuter ADVISER RETAINED AS MANAGER 


The Company has been extremely fortunate in securing the services 
of Mr. H. A. Freeman, B.S.A., as Manager. Mr. Freeman is recognized 
as Canada’s outstanding tobacco growing expert. For the last eleven 
years he has been actively identified with the Tobacco Division of the 
Dominion Department of Agriculture, his present position being that 
of Superintendent of the Government Experimental Farm at Harrow, 
Essex County, Ont. Mr. Freeman enjoys the complete confidence of the 
industry in Canada, the United States and Great Britain. 


I particularly direct your attention to the above reference of estimated 
earnings, from which you will note that 650 acres of land producing 800 pounds 
per acre returns a gross output of 520,000 pounds. This 520,000 pounds divided 
into their total operating costs of $65,000 in producing tobacco, results in a 
cost of 125 cents a pound, before depreciation, to produce flue-cured tobacco. 

For your information the Imperial Tobacco Company of Canada, Limited 
have this year purchased from Ontario Tobacco Plantations Limited, 220,265 
pounds tobacco at an average price of 20-04 cents per pound, for which the 
Imperial Company paid the Ontario Tobacco Plantations the sum of $44,148.94. 
According to their own figures, as quoted from their prospectus, the cost of 
production is 125 cents per pound, which would mean that, before providing for 
depreciation, the total cost to the Ontario Tobacco Plantations of the tobacco 
they sold to the Imperial Company would amount to $27,533.12, and whereas 
the Imperial Company paid $44,148.94 for the tobacco in question, this trans- 
action omitting depreciation, resulted in a profit to the Ontario Plantations of 
$16,615.82, which is equivalent to a profit of 37 per cent on the gross value of 
their sales, and calculating their capitalization on the aforementioned estimate 
of $14,000 per 100 acre unit, the above profit of $16,615.82 is the equivalent to 
a net profit of 16 per cent per annum on capital. 

Mr. Freeman, in testifying before this Committee on Tuesday, 24th April, 
is reported on page 1185 of the Minutes of Proceedings to have said: “I would 
gauge that on the price if he receives more than an average of more than 849 
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pounds and more than an average of 20 cents a pound he could, in my own 
experience that is, make a little money.” Again quoting from page 1185, Mr. 
Freeman said: “ My experience has been very similar to the results obtained 
by the Government. I have used their figures with respect to the rental of land, 
interest on investment, rates of wages, hours of labour and cost of fertilizer and 
fuel and curing.” 

For your information, the Imperial Tobacco Company purchased from Mr. 
Freeman two crops of flue-cured tobacco totalling 69,848 pounds, for which the 
Imperial Company paid the sum of $14,409.82. It is our information that these 
crops were the produce of 73 acres of land and, using the Government figures 
as adopted by Mr. Freeman, being a cost of $166.15 per acre, then the total 
cost of these crops to Mr. Freeman would be $12,128.95, which produced a net 
profit of $2,280.87, which is equal to a net profit of 16 per cent on the gross 
sales value and, using his figure above quoted of the cost of farms and equip- 
ment, is equivalent to a net profit of more than 10 per cent per annum on the 
invested capital. 

The Lake Erie Tobacco Company, Limited is an Ontario company 
incorporated 7th December, 1927, and the returns filed with the Secretary of 
State indicate that this company is capitalized with 250,000 shares of no par 
value, and in 1931 it is reported that the cash consideration for the shares was 
$250,000. 

From information to hand it would appear that the Lake Erie Tobacco 
Company, Limited are the proprietors of approximately 2,250 acres of land, 
which together with all buildings, is valued at $312,000. The investment in 
horses, implements, sundries and equipment is estimated at $14,000. 

Mr. Kingston in his evidence before this Committee on Wednesday, 25th 
April, 1934, stated (page 1203 of the Minutes of Proceedings): “ Last year I 
had in about 1,350 acres-in actual crop.” 

Q. And what was your production last year per acre? 

A. Well, we got between 1,100,000 and 1,200,000 pounds. Our land 
is light, lighter than most of it. It is what they call the plain field sand 
and it grows a thin type of cigarette tobacco. Only runs about 800 
pounds to the acre. 


Again quoting from page 1208 of the Minutes of Proceedings, Mr. Kingston 
states, “To make this a reasonable business matter giving me a small return 
on what investment I have, we ought to get an average of 30 cents a pound.” 

For your information the Imperial Tobacco Company purchased from the 
1933 crop of the Lake Erie Tobacco Company 1,053,335 pounds of tobacco, for 
which was paid the sum of $209,903.21. Accepting their estimate of acreage 
and total pounds produced, we estimate that 1,125 acres produced that part of 
the crop sold to the Imperial Tobacco Company. 1,125 acres at the highest 
estimated cost of $175 per acre would amount ,to a total cost of production of 
$196,875 which, if deducted from $209,903.21, would return a net profit of 
$13,028.21, which is equal to more than 6 per cent net profit on the gross sales 
value. This net profit of $13,028.21 is equivalent to 5 per cent per annum on 
the paid-up capital of the company, namely—$250,000; but if, for example, the 
cost of production of Mr. Kingston is nearer the average cost of $145 per acre, 
as determined above, then the tobaccos which he sold to the Imperial Company 
for $209,903.21 cost him $163,125 and yields a net profit of $46,778.21, which 
is equivalent to more than 22 per cent net profit on the gross sales value and 
more than 18 per cent per annum on the paid-up capital stock of the Company. 

Mr. Kingston, notwithstanding his argument on unprofitable prices, has 
acquired and put in two new farms for the 1934 crop season, which hardly seems 
consistent with his claim of lack of profit in the cultivation of flue-cured tobacco. 

The aforementioned illustrations of actual purchases made by the Imperial 
Tobacco Company from various corporations and individuals have not been 
selected in any way whatsoever from the material at our disposal but represent 
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the first of a number of cases that are dealt with for the purpose of shedding 
some light on the poverty or otherwise of the producers, and so as not to 
belabour the issue we feel that the foregoing cases may probably suffice; but 
if additional particulars are desired, then as the Imperial Tobacco Company 
have purchased substantial quantities of tobacco from— 


Norfolk Tobacco Plantations Limited 
Windham Plantations Limited 

St. Williams Plantations Limited 

Southern Canada Tobacco Plantations Limited 
Hillerest Tobacco Farms 

Simcoe Tobacco Plantations Limited 


and others, we shall be pleased to prepare similar particulars in relation to the 
foregoing or any other producer from whom we acquired tobacco. 

At this time a summary of our total purchases in the Norfolk district from 
the 1933 crop, the price paid, and the estimated profit to the producer would 
no doubt be of interest to the Committee. For your information, the Imperial 
Tobacco Company purchased in the Norfolk district from the 1933 crop of 
Canadian flue-cured tobacco 10,392,176 pounds, which was produced from 
10,859 acres and for which we paid the sum of $2,069,115.82 or 19-91 cents per 
pound. The average yield per acre of tobacco purchased by the Imperial 
Tobacco Company was 957 pounds. It will be noted that the yield of tobacco 
purchased by the Imperial Tobacco Company is in excess of the Imperial’s 
estimate of the average of 842 pounds per acre for the entire crop and that the 
Imperial’s estimate of a total acreage of 30,506 is slightly in excess of the 
Department of Agriculture’s estimiate of 30,042 acres. In these calculations we 
have taken the actual pounds of tobacco delivered from each respective farm 
unit and the number of acres allocated to each of the respective farm units 
from which we obtained delivery of tobacco, such acreage being part of our . 
estimate of the total of 30,506 acres of flue-cured tobacco. The estimated capital 
invested in the production of tobacco purchased by the Imperial Tobacco Com- 
pany is based on the hypothetical case heretofore submitted, being the acquisition _ 
of 100 acres of land, of which 35 acres will be cultivated for tobacco at a cost 
for land and equipment of $14,000 which, on the average, is equivalent to 
$400.00 per acre under cultivation. It therefore follows that the capital in- 
vested to produce the flue-cured tobacco bought by the Imperial Tobacco Com- 
pany amounts to $4,343 ,600.00. 

If, for the cost of production, we employ the highest available cost, which 
is an estimated figure as set out above, namely,—$175 per acre, then the 
total flue-cured tobacco 1933 crop purchased from the Norfolk producers nets 
such producers the sum of $168,790.82, which is equal to a net profit of more 
than 8 per cent on the gross value of the turnover or approximately a net 
profit of 4 per cent per annum on the capital investment. 

If, for the cost of production, we employ the Department of Agriculture’s 
cost per acre of $166.15, then the total flue-cured tobacco 1933 crop purchased 
from the producers net such producers the sum of $264,892.97, which is equal 
to a net profit of more than 124 per cent on the gross value of turnover or a 
net profit of more than 6 per cent per annum on the capital investment. 

If, for the cost of production, we employ the average cost of $145.00 per 
acre, as determined above, then the total flue-cured tobacco 1933 crop purchased 
from the producers nets such producers the sum of $494,560.82 which is equal 
to a net profit of 24 per cent on the gross value of turnover or more than 11 per 
cent per annum on the capital investment. ‘ 

In determining a fair price for flue-cured tobacco, it is first of all necessary 
to establish the cost of production. In evidence previously submitted much 
stress has been laid upon the hazards of producing flue-cured tobacco, namely, — 
frost, drought, hail and all other uncontrollable risks, without so far there 
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having been offered any definite suggestion as to a basis of computation which 
would provide for such risks.- It should be noted, however, that the records 
of production do not indicate that there has been a total crop failure as a result 
of any such hazard in the past number of years, although it is probable that 
there may have been a total loss to one or more individual producers. A 
further factor, in adding to the difficulties of determining a production cost and 
contemplating the aforementioned hazards, is that, not only has the production 
of flue-cured tobacco materially increased in the past number of years, but 
the introduction of the priming of the crop has itself reduced by at least 40 
per cent the loss hazard from frost and has also increased the yield in quantity 
and value of the crop within the past two years. The benefits from priming 
are very fully dealt with elsewhere in our present submissions; but, in order 
to arrive at some figure of yield which would contemplate all of the hazards 
of crop failure, including frost, drought, hail and blow-outs, I submit that, if 
the average yield per acre over a period of years is taken as the basis of pro- 
duction, such a figure, by reason of the fact that it takes into consideration 
losses from frost, hail, drought and blow-outs, is a sufficient and satisfactory 
basis upon which to estimate a cost of production, provision for the hazards 
above enumerated having been made in the quantity taken to represent the 
yield per acre. I would therefore suggest that we base an estimate on the 
average output of a number of years and for that purpose suggest that the 
basic yield for computing the cost of production should be 850 pounds per 
acre. To this figure I have made no addition resulting from the benefits to 
be derived from priming tobacco, which practice has only been in effect for 
the past two years, and it therefore follows that, had priming been in effect 
for a longer period, the average yield per acre would probably be much higher 
than the figure of 850 pounds, which I propose to use. I am sure that it is 
hardly necessary to mention that the higher the yield per acre, the lower the 
cost of production per pound; but I am quite satisfied to employ this figure 
simply for the purpose of arriving at some basis of cost, and I suggest that this 
figure of 850 pounds more than provides for all of the hazards of cultivation 
referred to above. 

By reason of the fluctuations in the yield from various acres, I suggest that 
‘t would be advisable to determine the cost of production on an acreage basis 
because, in that, we have a fixed and determined quantity and from that we 
can calculate the cost per pound based upon the average yield per acre. 
Some figures on the cost of production per acre are quoted in the foregoing 
and if those costs per acre are converted into the cost per pound, based on 
the yield of 850 pounds per acre, I submit that the result will be the actual 
cost of production per acre, which would include all disbursements, depreciation, 
wages and provision for loss arising from the hazards of frost, drought, hail 
and blow-outs; and by reason of the fact that the yield per acre now proposed 
to be used does not, make any provision for the further benefits arising from the 
practice of priming the crop, the result then determined will be, in fact, some- 
what in excess of the actual cost of production. I therefore submit a table of 
costs of production per acre converted to the cost per pound on the basis above 
determined, which is as follows:— 


Corresponding 

Cost per Acre Cost per Pound 
105-00 L205 
116-00 13-647 
145-00 17-059 
147-00 17-294 
161-97 19-055 
166:15 19-547 


175-00 20-588 


¥ 


PRICE SPREADS AND MASS BUYING 1629 


At this time it might be opportune to note that Mr. Scythes in his evidence 
before this Committee on Tuesday, 24th April, 1934, as reported on page 1175 
of the Minutes of Proceedings and Evidence, appears very loathe to dwell on 
the relative costs of producing flue-cured tobacco in Canada and the United 
States. 

Mr. Freeman appearing before your Committee on the same date and 
dealing with this subject, as reported on page 1190, while not attempting to 
account for the difference in cost in any specific manner, blithely circumvents 
the issue in a number of generalities to the effect that the cost of living in 
Canada is higher and we also have a much more efficient method of production. 

It occurs to us that the Committee should probably be informed as to the 
various causes and the specific items and amounts that go to make up this 
difference in price. For example, the relative prices in Canada and the United 
States for the year 1933 were more nearly comparable than at any time within 
the past six years. At that time the price paid to the cultivator in Canada, 

as indicated on “Table 6” herein, was 19-8 cents per pound, whereas the 
price paid to the producer in the United States was 15-2 cents per pound, from 
which it is necessary to deduct 14 cents per pound to cover the costs of hand- 
tying and grading, and to deduct a further 70 cents per 100 pounds to cover 
warehouse charges which must be paid by the cultivator, leaving a net price 
of 13 cents per pound. No doubt the Committee will call on the cultivators in 
Canada to explain why the cultivator in the United States can operate at a 
profit at 13 cents per pound, whereas the producers of similar types of tobacco 
in Canada cannot make a profit at 19-8 cents per pound, which is more than 
50 per cent increase in price. 


REDUCTION IN Excise—ReEpucTION IN Price To CoNSUMER 


Mr. Scythes in his evidence reported on pages 1160 and 1161 remarked 
that with a reduction of 33 per cent in the rate of excise on cigarettes, the price 
to the consumer was reduced by 25 per cent, implying that the full benefit of 
the reduction in excise was not passed on to the consumer and that the Tobacco 
Companies retained some part of this reduction in excise. This is contrary to 
the fact. The fact of the matter is that the tobacco manufacturing companies 
not only passed on the whole of this reduction, but in the majority of cases 
further reduced their net price with the result that, while the excise on cigarettes 
was reduced by $2 per thousand, the price to the consumer was actually reduced 
$2.50 per thousand. The popular brands of cigarettes which previously sold at 
twenty for 25 cents were thereafter sold twenty for 20 cents. 


Duty Free Lear 


Throughout the world, tobacco has been the subject of taxation for the 
purpose of providing National Revenue, and it has been proved by experience 
that when the tax burden exceeds the saturation point, the result is a decline 
in consumption and in National Revenue. It has also been found that the 
best results can be obtained from a rate of duty that is comparable to all forms 
of tobacco. 

This last principle has not been adopted in Canada, as is evidenced from 
the difference in the rates of duty applicable to cigarettes, cut and plug tobaccos 
and cigars. 

It is not my intention at this time to dwell at any length on the effect of 
taxation in Canada on consumption or revenue, but for the benefit of any of 
those who are interested in this subject I would refer them to the Record of 
Public Sitting of the Advisory Board on Tariff and Taxation, June and October, 
1927, Reference 69—Cigarettes, adding that the argument submitted therewith 
still holds good. 
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I, however, direct your attention to the fact that in Canada tobacco in its 
manufactured form, when offered for consumption is subject to an Excise Duty, 
whereas tobacco unmanufactured offered for consumption is free of Excise duty. 
I am credibly informed that, of all countries in the civilized world so taxing 
tobacco for revenue purposes (possibly excluding China), Canada is the single 
exception where such a condition exists. 

This discrimination operates-to the detriment of the cultivator by reason 
of the fact that manufacturers, recognizing the necessity of maintaining his 
investment in established trade marks and brands, offers to the consumer the 
best of tobaccos obtainable in the range in which the brand applies, and in 
consequence creates a demand for increasing quantities of the better types of 
tobacco grown in Canada, but of recent years duty free leaf is finding a wider 
demand and is now being sold by store-keepers from coast to coast, side by 
side and in direct competition with duty paid manufactured tobacco. 

In the majority of cases this duty free leaf is inferior to that put up by 
the manufacturers, and sells to the consumer at such a reduced price as to 
substantially cut into the manufacturer’s trade. 

We estimate that the duty free leaf sold for consumption is now equivalent 
to approximately 15 per cent of the total manufactured tobacco consumed in 
Canada in the form of cigarettes, plug, cut, snuff and cigars. It obviously 
follows that the manufacturer must take some steps to protect his investment 
and is thereby compelled to market the cheapest commodity within his power 
to meet the competition of such duty free leaf. 

This situation is nothing more or less than price cutting in its most vicious 
form, because in forcing the manufacturer to merchandise a much cheaper 
commodity he must reduce his costs all along the line, and likewise reduce in 
his purchases of leaf tobacco from the cultivators. 

Another alternative that the manufacturer is forced to adopt is the cultiva- 
tion of the taste of the consumer to a type of tobacco that is not comparable 
to that offered for consumption in leaf form. This in turn results in diminishing 
the manufacturer’s demand for that type of leaf tobacco which he cannot meet 
in price. 

The net result of this vicious discrimination is losses to the vast majority 
of the cultivators of tobacco in Canada, and it is therefore submitted that this 
situation should be recognized and remedied by means of the application of an 
Excise duty on leaf tobacco sold for consumption equal to the duty for the time 
being exigible on manufactured tobacco. 

Your attention is directed to the provisions regulating the sales of leaf 
tobacco in US.A., and we unhesitatingly recommend their practice for adoption 
in Canada, which is to the effect that leaf tobacco sold by the cultivator is 
not subject to Excise duties, but when sold for consumption by other than the 
cultivator is subject to a duty equal to that on manufactured cut and plug 
tobacco. 


RELATION oF PrRopucERS TO MANUFACTURERS’ CAPITAL 


Mr. Scythes, as reported on page 1159 of the Minutes of Proceedings and 
Evidence, quotes from a prepared statement, in part, as follows:— 

The amount of money invested by the growers of flue-cured tobacco 
alone in Western Ontario in land, buildings and equipment is around 
$20,000,000, whereas the total amount of money invested by the tobacco 
manufacturing concerns in Canada in land, buildings and equipment in 
1932 was around $11,252,422. 


and on page 1160:— 
Q. Your figures show that only $11,252,422 is invested by tobacco 
manufacturers in Canada. Where do you get those figures?—-A. I believe 
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our secretary took these figures from the final statistics of the Depart- 
ment of Trade and Commerce. That refers to fixed assets only. 
and on page 1171, in replying to the question:— 

Q. And the comparison of investments between the investment of 
the growers and tobacco manufacturers; is that a fair comparison, 
$20,000,000, against $10,000,000?—A. I would not say that that was. 
I think the secretary in inserting that paragraph wanted to show the 
amount of fixed investment. 


On referring to the report on the Tobacco Industries in Canada, 1982, issued. 
by the Department of Trade and Commerce, Dominion Bureau of Statistics, 
Census of Industry, I find that they record the capital invested in the Tobacco 
industries for the year 1932 as $42,351,650. 

As previously submitted, we estimate there were 30,506 acres of land under 
cultivation of flue-cured tobacco, which, valued at a total of twenty million 
dollars as suggested by Mr. Scythes, would be equivalent to $656 per acre, on 
the assumption that the total investment cost is loaded on to the acres under 
cultivation. 

In the hypothetical case dealt with herein it is estimated that the total 
investment cost of 100 acres would be, at the maximum, $14,000, which, loaded: 
on to 35 acres under cultivation, is equivalent to $400 per acre. On this basis 
the 30,506 acres of land would represent an investment of $12,202,400, and 
whereas Mr. Scythes has been somewhat extravagant in his other claims and 
charges, it is conceivably possible that the valuation he has used is an estimated 
figure and somewhat in excess of the actual investment. 


CAPITAL STRUCTURE OF IMPERIAL ToBacco COMPANY oF CANADA, LIMITED 


Mr. Scythes in his evidence before this committee on Tuesday, 24th April, 
1934, and reported on pages 1178, 1179 and 1180, proceeds to dwell on the. 
capital structure of Imperial Tobacco Company of Canada, Limited, and I 
must confess to entertaining some difficulty in reconciling the statements that 
be has made with the actual facts. It therefore occurs to me that a brief. 
summary of a simple and straightforward proposition might shed. some light 
on Mr. Scythes’ rather involved dissertations. 

Firstly, the American Tobacco Company of Canada, Limited, was incor- 
porated on 7th September, 1895, with an authorized capital of one million 
dollars, all of which was subscribed and fully paid for in cash. : 

The first Imperial Tobacco Company of Canada, Limited, was incorporated, 
on the 11th June, 1908, with an authorized capital of eleven million dollars, 
which was divided into 1,027,3972% 5 preference shares of £1 ($4863) each 
and 60,000 ordinary shares of the par value of $100 each. : 

In July, 1908, the Imperial Company took over the businesses of the 
American Tobacco Company of Canada, Limited, and the Empire Tobacco 
Company, Limited, which latter company was incorporated in 1898, and certain 
shares of The B. Houde Company, Limited. In consideration of the assets and 
businesses taken over from the American and Empire Companies and the 
shares of The B. Houde Company, the Imperial Company paid 711,504 pref- 
erence shares of £1 each at a value of $3,462,651.05, and 54,005 ordinary shares 
par value $100 each, amounting to $5,400,500; in other words, -for the total 
capital issued of $8,863,151.05 the Imperial Company received tangible assets 
to the value of $3,251,970.67, shares of The B. Houde Company, Limited; 
National Snuff Company, Limited, and the Joliette Tobacco Company, Limited, 
all valued at $396,379.42, and goodwill, trade marks, etc., $5,214,800.96. 

In October, 1908, there were subscribed for and fully paid in cash 110,414 
preference shares amounting to $537,348.13. | 
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The present company, Imperial Tobacco Company of Canada, Limited, 
incorporated 1912, now has an authorized capital of $63,733,309, which is divided 
into 1,999,995 cumulative 6 per cent preference shares of £1 each ($4.86), 
having a total par value of $9,733,309, together with 10,800,000 ordinary shares 
of a par value of $5 each, with a total par value of $54,000,000. 

At the present date the paid up capital of the company consists of $8,030,000 
preference shares and $47,255,160 ordinary shares, making a total of $55,285,160. 

Shortly following its incorporations the present 1912 company took over 
the business and operations of its predecessor, the 1908 company, paying to the 
shareholders thereon 821,918 preference shares to the value of $4,000,000.93, 
together with 5,400,500 ordinary shares at a value of $27,002,500. The Imperial 
Company received in consideration of the aforementioned shares tangible assets 
to the value of $3,825,821.84, shares of The B. Houde Company Limited, the 
National Snuff Company Limited and the Joliette ‘Tobacco Company Limited, 
to the value of $359,878.13, and trade marks, patents and goodwill to the 
value of $26,816,800.96. 

In September, 1912, there was subscribed and paid for in cash 410,959 
preference shares amounting to $2,000,000.47. 

In September, 1913, there was a further subscription, paid for in cash of 
417,123 preference shares amounting to $2,029,998.60. 

In July, 1921, there was issued 400,000 ordinary shares par value $5 each, 
amounting to $2,000,000, to the British-American Tobacco Company, Limited, 
for and in consideration of trade marks and goodwill pertaining to their business 
in Canada. 

In July, 1921, there was issued to Sir Mortimer Davis, Inc., 65,580 ordinary 
shares of a par value of $5 each, amounting to $327,900, for and in consideration 
of their holdings in the capital stock of Scales & Roberts Limited, and The 
H. Fortier Company Limited. 

In September, 1921, there was issued 420,000 ordinary shares of a par 
value of $5 each to the value of $2,100,000, which were paid for in full by cash. 

Over a period of time ending 30th September, 1927, the company issued as 
fully paid 1,299,080 ordinary shares of a par value of $6,495,400, in ful! settle- 
ment and consideration of the company’s bonded obligation of $6,495,400; in 
other words, ordinary stock of the company was issued for bonds on a flat 
exchange at par value. 

In October, 1928, the directors determined that a portion of the undivided 
profits that had been accumulated during the previous sixteen years should be 
capitalized, and for that purpose issued as fully paid, out of surplus, 1,517,032 
ordinary shares having a par value of $7,585,160. 

In a period terminating November, 1930, there were issued as fully paid 
348,840 ordinary shares of a par value of $1,744,200 in full settlement and 
consideration of 11,628 ordinary shares of a par value of $100 each of The 
Tuckett Tobacco Company Limited. 

To summarize, the present outstanding capital of the company consists of 
$8,030,000 in preference capital, $47,255,160 in ordinary capital, which was 
issued in consideration of $24,036,380.91 in tangible assets, $2,431,978.13 shares 
in various companies and $28,816,800.96 for trade marks, goodwill, etc. 


CONTROL OF RETAIL TRADE 


Quoting from Pages 1200 and 1201 of the Minutes of the Proceedings and 
Evidence submitted to this Committee on Tuesday 24th April, 1934, wherein 
Mr. Sommerville is recorded as questioning Mr. McKay as follows:— 


Q. Yes, will you continue?—A. Just one more sentence under that 
heading: in the case of tobacco there are practically no middlemen to 
divide the spread. That is the point I am making under that heading, 
that there are no middlemen to divide the spread. 
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In the matter of tobacco the product is sold to the ultimate consumer 
through retail channels by the same parties—the same persons or com- 
panies—who buy the raw leaf. 

Q. And the retail channels are owned and operated by the same 
channels?—A. To a considerable extent. 


In response to the foregoing the Committee will no doubt be interested to 
learn that the only distributing channels which are owned or controlled by the 
Imperial Tobacco Company of Canada, Limited, its subsidiaries and associates, 
consist of the United Cigar Stores Limited, which sells directly to the consumer 
and whose total sales of tobacco products represent approximately 44 per cent 
of the total tobacco business transacted in Canada, and in addition certain 
- Jobbing Companies, Scales & Roberts Limited, The H. Fortier Company 
Limited, James Kirk Limited and John Erzinger Limited, whose total volume 
of business which is sold to the retail trade represents less than 45 per cent of the 
total tobacco business in Canada. 

Mr. McKay’s “considerable extent” of ownership of the retail channels is 
actually 44 per cent of the total; the difference or whatever he chooses to call 
it, and being that “apparent minority” and over which we have no control, 
represents 952 per cent of the trade. 


Mr. Factor AND COLLEAGUES 
Dealing with questions raised by Mr. Factor and his colleagues as reported 
on Page 1316 of the Minutes of Proceedings of the 26th April, 1934. 
First. As regards price spread on a 25 cent package of cigarettes, pre- 
viously mentioned before this Committee, the price is divided as follows:— 
Retailer. Meares POE ROS ALEIS PMS ODEO SOP SIL TOO ae. 
Nabbersor wuciesalers oe ee Od WS Doge Ba a2 ae 
Canadian Government in Excise and Sales Taxes.. 11+’pe. 
Manufacturer. . 835¢ 


25¢. 


- Professor Leitch stated that the growers would be happy if they received 
13 cents per package, which, on the basis of his figuring, would be 233 cents 
per pound green weight to the farmer, which is equivalent to an increase of 
approximately 23 per cent in price to the grower. 

In our opinion this is slightly higher than is advisable for the wellbeing of 
the tobacco growing industry, because of their having an exportable surplus 
and it being necessary for them to meet world (Empire) prices, as previously 
dealt with. 

Again, such a high price for the leaf would, we fear, encourage more farmers 
to go into the raising of tobacco and would make it more difficult to restrict the 
amount to be raised in accordance with the requirements of the domestic and 
foreign markets. 

Second. Statements dealing with points suggested by the second question 
have been filed, and we trust such statements will be treated confidentially. 

Third. The ownership or control of the various Companies will be dis- 
closed in the financial statements already submitted. 

Fourth. Dealing with the method of jobbing and retailing. Our prefer- 
ence is to have the distribution of our products handled by jobbers, as indicated 
by the fact that 75 per cent of our business goes through this channel while 25 
per cent is done direct with the Retail trade. The distribution system through 
_ which our products eventually reach the consumer is composed of the recognized 
jobbing and retail outlets. This system has been built up over a period of 
many years and experience has proven it to be not only the best method of 
effecting and maintaining distribution, but the most economical. We are firmly 
of the opinion that the jobber, or middleman, serves a very useful and necessary 
need. 


«std 
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Distribution costs on cigarettes and tobaccos through this method have been 
reduced to a minimum and this distribution machinery has been perfected in 
most areas to the point where it is to-day about as practical as could be | 
expected. . 

There are approximately 57,000 retail stores in Canada handling tobacco 
products. Approximately 5,000 buy direct from us—the Jobbing trade serves — 
the balance. ; 

The question of whether a retailer shall enjoy the privilege of buying 
direct from a manufacturer is answered usually by one or more of the follow- | 
ing reasons:— 


1. Merchandising ability. 

2. Size of community to be served. 
3. Class of establishment maintained. 
4. Advertising possibilities. 

5. Financial responsibility. 


There are certain sections in Eastern Canada where the Jobbing trade has 
never been properly organized to look after the distribution of our products, and, 
in such sections, we have for years effected the necessary distribution by selling 
direct to a considerable number of retail stores. For many years our policy has 
been to discourage this type of distribution in these particular areas and at the 
same time encourage the jobbing trade to take over this business. Some progress 
has been made especially in Quebec, and it is hoped this progress will continue. 

We have depots located in Vancouver, Calgary, Winnipeg, Montreal, Saint 
John, and Halifax, from which our customers are served, and strictly sales offices 
in other large centres. Our outside sales staff consists of 189 men. The greater 
majority of these men spend 90 per cent of their time contacting with the retail 
trade and from the indirect retailers solicit orders for our products to be shipped 
to them through the jobbers. This is a service that not only is of vital interest 
to our brands but is greatly appreciated by the retail and jobbing trade. 


MeEtTHOD OF ADVERTISING 


The basis of our advertising efforts is through the medium of window dressing 
and this activity is supported in other forms of advertising, such as outdoor and 
indoor signs, newspapers, magazines, trade journals, radio programs, and poker 
hand premium cards. During the year 1933 we dressed approximately 75,000 
windows. Our outside advertising staff consists of 113 men, mostly composed of 
window dressers. The principle upon which we obtain these windows is that of 
offering the dealer, free of charge, efficient service and up-to-date merchandising 
displays. The average retailer appreciates the value of this service and is anxious 
to obtain it at all times. : 

Fifth—In reference to price maintenance agreements amongst retailers, 
jobbers and wholesalers. We recognize the existence of Jobbers’ Associations and 
co-operate with these bodies and their members in maintaining jobbers’ selling 
prices on our lines. 

Attached are copies of the various associations’ agreement forms. 

The sole purpose of a Jobbers’ Association is that a group of jobbers who 
sign an agreement amongst themselves to maintain manufacturers’ selling prices, 
bind themselves to the decisions of a Committee elected from amongst themselves. 
If the Committee recommends that one of its members be sold by the manu- 
facturers at jobbers’ selling prices for a period of time (usually 30 to 90 days), 
the secretary of the association passes this ruling on to the manufacturers, they 
having previously agreed separately to support the association. 

Usually the recommendation goes to the manufacturer in this form:— 


We recommend that sae iol ig steele 1+: jobbing house, be sold 
by the manufacturers at jobbers’ selling prices for a period of 30 days. . 


s 
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The manufacturer then immediately notifies the jobber that on the recommenda- 
tion of the jobbers’ committee, goods will be invoiced to him during this period 
at jobbers’ selling prices. 

The effect of uncontrolled prices recently existing in the United States of 
America are pertinent to the present case, particularly so with regard to tobacco. 
Legal restrictions in recent years prohibiting manufacturers from controlling, in 
any way, the resale price of their products, has resulted in indiscriminate price 
cutting which has ruined thousands of wholesalers and retailers throughout the 
community, and due to keener competition amongst manufacturers who in turn 
were obliged to reduce their costs were consequently forced to buy cheaper 
tobaccos and so reduce the price of the primary producer. 

The authorities in the United States now recognize the viciousness of price 
cutting and are taking the necessary steps to correct this evil. We are informed 
that it will still be some time before the whole scheme of price maintenance in 
the tobacco trade will be fully effected. 

In contrast to the conditions prevailing in the United States we would direct 
your attention to conditions in Great Britain, where price control in the tobacco 
industry is recognized. In 1931 the Lord Chancellor, the Rt. Hon. Lord Sankey, 
and the Rt. Hon. William Graham, President of the Board of Trade, appointed a 
Committee “to consider present trade practices which result in withholding from 
particular retail traders supplies of goods in which they wish to deal or which 
prevent the resale of such supplies, except upon conditions imposed by the sup- 
pliers, and to report whether in their opinion all or any of such practices are 
detrimental to the public interest.” 

This Committee reported their findings on July 7, 1931, being in favour of 
price maintenance. Copies of their report may be obtained from His Majesty’s 
Stationery Office in London and elsewhere. 

Particularly in view of the contrasting conditions in the tobacco trade 
in the United States of America and in Great Britain, we respectfully direct 
the Committee’s attention to this report, which has been very painstakingly 
and carefully prepared. 

The conclusions of the Committee set forth in the above report favour 
price control, and for the sake of brevity I shall omit quotations therefrom, 
but suggest that many of the arguments adduced therein are applicable to 
conditions as they exist in Canada and support our contention that price control 
is essential for the ordinary marketing of merchandise, and ultimately serves 
the best interests of the primary producer, the manufacturer and the consumer. 

We do not close an account on the recommendation of the Association 
or anyone else. As a matter of information the following is an excerpt from 
our letter dated April 21, 1927, addressed to our Vancouver office on this 
subject: 

We emphatically deny any insinuation or inference that we either 
put on or take off our list any firm at the direction of the Vancouver 
Tobacco Jobbers’ Association or anybody else. If they wish to make 
recommendations to us we of course listen to them, but we make our 
own investigations and if we decide that any person is acting in a manner 
which we consider detrimental to the trade we logically conclude that 
he is also acting in a manner detrimental to our own interests. We 
have to satisfy ourselves of this, however, from our own investigations 
and we make our own decisions. 


We have on several occasions closed wholesale accounts for not respecting 
our jobbers’ selling price list and have discontinued selling certain retail 
accounts for price cutting. ne 

We encourage jobbers in their efforts to have their customers maintain 
standard retail prices on tobacco products. We have also, along the same lines, 
encouraged retail associations and their members. We are just as much in 
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favour of standard retail prices being maintained as we are in the maintenance 
of jobbers’ selling prices and our policy is not to deal direct with a retailer who 
refuses to maintain standard retail prices. 


Price cutting on cigarettes and tobaccos if permitted to become general 
would in a short period of time wreck the credit stability of wholesale and 
retail tobacconists and force thousands of such merchants out of business. 
There are approximately 57,000 retail stores in Canada serving the consuming 
public with tobacco products. It is vitally necessary in the interest of the con- 
suming public that this wide distribution be maintained. 

There are many vicious evils in price cutting and we have not been able 
to discover one sound economic virtue, and neither the manufacturer, the dealer 
nor grower can escape the effect of such practices. 

It is a well-known fact that the wholesale trade in general is at present 
carrying a heavy burden caused by prevailing economic conditions and the 
lack of co-operation and unsound competition. However, because cigarettes and 
tobaccos are among the few lines on which the wholesale trade is earning a 
margin of profit sufficient to conduct business properly and give service to their 
customers, this department ranks in most cases first in importance. 


The wholesaler’s gross profit on cigarettes and tobaccos is at present 
between nine per cent and ten per cent and surveys have proved that they 
cannot exist on a smaller margin. It is a recognized fact, however, that if the 
present Tobacco Jobbers’ Associations were not functioning properly discounts 
of five per cent and greater would prevail; in fact this was the situation before 
the Tobacco Jobbers organized their associations. Furthermore, the Secretary 


of any of the Tobacco Jobbers Associations to which we refer will tell you that | 


constant vigilance is required in order to keep jobbers from giving discounts. 


The following is a schedule showing the additional volume a price cutting 
retailer has to do in order to earn the same amount of profit he would had he 
maintained standard retail prices. It will be noted from this schedule that 
it is utterly impossible for retailers as a body to obtain this extra business: 


CHART SHOWING AMOUNT OF INCREASED BUSINESS NECESSARY TO JUSTIFY 
PRICE-CUTTING 


The dealer 
must increase 
his dollar 
sales by the 
When the regular profit on selling prices is And the following per- 
price cut is | centage in order 
to maintain 
his dollar 


profits 
THOP OSM SURE. SO SERIE, SU TR AS Re cal bates. ea sae 5 % 50% 
LO aee viet ORES ad. eee OEE cis cud aes. hg rete clits . Feiss ache eee 10 % 200% 
LO axitcerriske. Sanvdll > Soeedsts <e wecuks cialat «Gade iio cape eins wind 5 ame 123% 500% 
TORS. SRS, STE. SES. abe y. OF SA ee bes re SE. Aes eae ents eee 5 % 43% 
16663 acs. de Or RSP Si - Geta - eee test. shiek aati hae 10 % 150% 
Lt A TRS eee ee et eee ee ee ee Peery ae 123% 300% 
Oe eee ee es in ich: Sear Tae Sen ee a Re Eee 15 % 900% 
QOS... ... Bitevrad 6 .rtee: Se Dok . SRE: eRe oe - ee: 5 % 33% 
DORE a Pe eer etl Levys eae is ea aie ee ae ee ee ee 10 % 100% 
yon, erie ag acto lay eed en Mie ceptten, ae Geese le chee. FY, amen shee eaeg ey tt Cree 7 123% 167% 
DOT cet atten Ua recta bok Cee re Apt one ete eae ne = oe eee 5 % 300% 
209, ioe Consan tion . pee onnteei) 4 Gar ear ee Ee Ay cole 162% 488% 
MPS IOGZOS. 2M oN kbe de TUSSI. QI RESs OL. SIRI AO eater: 5 % 25% 
Deed. cet inte nek: eatelce  duaeetceeeeti: aie eee ee 10 % 67% 
BO ee oe tks clea BP Civrs EA Dhara WAAL 5 MIST aE SORTER AEC. UE Ss 123% 100% 
Dae rasalies, Hate dix is AAG S bE «CTR We» Saeed s ae he ee Ss ees See 15 % 150% 
Vent meatus «84 odenradeds@: “MEALS - Oye ced eh ¢ leet a oe peed » dee eee 163% 200% 
BO oak ewe Seok Bele a oe Gee LE ceo aa AS ae ea Od cen ae bE eee 20 % 400% 
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While it is true that when a Retailer cuts a standard price, for instance 
from 25 cents to 23 cents he is for moment giving a benefit to the consuming 
public but in doing so he is wrecking the foundation of his business and sound 
economics prove that a legitimate retailer cannot operate on such a policy and 
remain in business unless his standard of living and that of his family and 
clerks is lowered to a deplorable extent. 

Therefore, if price cutting were allowed to become general, the retailers 
who buy Direct from the manufacturers would have a tremendous advantage 
over the indirect retailers—in fact, could sell at prices lower than the prices 
the Indirect trade would have to pay for the same brands. This would mean 
the rapid elimination of all Indirect Retailers. 

Such a condition, were it permitted to exist, would force us to take over 
the present distribution system as handled by the Wholesalers and sell Direct 
to all retail accounts. This would increase distribution costs rather than 
decrease them and our prices would be increased accordingly, and in a short 
period of time the consumer would again be paying the standard price. 

There is another most important feature in this price cutting situation that 
cannot be overlooked. Due to the wide and rapid sale of cigarettes and tobaccos, 
cut price merchants would sell such tobacco products at cost as a loss leader to 
bring customers into their stores so they could sell them products on which they 
enjoy a large profit. This is not theory for such is already in practice on certain 
merchandise. 

The present method of distributing cigarettes and tobaccos through whole- 
sale and retail outlets would fail if there were not some system of control over 
the Wholesaler and Retailer as at present exercised by the various Associations 
and our price maintenance policy. 

Dealing with complaints in the city of Toronto from wholesalers and 
retailers; in our opinion there are sufficient reorganized Jobbers in the city of 
Toronto—in fact, we are inclined to believe that there are probably too many 
for the good of the Wholesale trade. We have fifty-nine in that city. Com- 
petition is very keen amongst them though to the best of our knowledge they are 
maintaining our Resale prices. 

Our policy with respect to whether or not we shall sell direct to a person 
who contemplates entering the wholesale business or who is operating such a 
business, is governed by several factors, the chief one being whether or not in 
our opinion the territory which the jobber proposes to cover can stand further 
competition without eventually bringing about a cut price situation. The reputa- 
tion of the proposed or “going” concern is considered also. 

We have had no complaints from the Retail trade in Toronto to the effect 
they were not receiving satisfactory service on our lines from the Jobbing trade 
at recognized jobbers’ selling prices. We have a large staff of sales and advertis- 
ing men who are constantly calling on the wholesale and retail trade in the city 
of Toronto; in addition, we have a principal sales office located there and in 
our opinion our merchandising policy is in the best interest of the trade as a 
whole and the consuming public. 

Before concluding I would like to offer one additional observation on the 
question of control of retail prices in its relation to the price paid to the primary 
producer. 

Illustrative of the necessity for the control of retail prices and that these 
prices should show a reasonable margin of profit for everybody in the trade, is 
the fact that in discussing with the producers the possibility of arriving at an 
increased price to them for their flue-cured tobacco, it was necessary to consider 
that recently there have been placed on the market in Canada several brands 
of fine cut tobaccos retailing at around $1.00 per pound, which cannot be 
produced by manufacturers with any reasonable profit if they have to pay any 
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such price as Mr. Leitch mentioned, viz: $-233 per pound, average for their flue- 
cured tobacco. In our opinion the development of brands in any such price 
class is positively destructive to a reasonable stabilization of the tobacco 
business in Canada. We believe that under present conditions the minimum 
that can be considered a safe price for tobaccos of this class is a rate of $1.20 
per pound to the consumer. 

Briefly, if a minimum average price to the primary producer is to be estab- 
lished, it necessarily follows that a minimum price to the consumer must be 
established having some relation to the minimum price established for the 
producer. 

If, for example, a minimum price is fixed for the primary producer and no 
relative minimum is fixed for the consumer, it therefore follows that some 
manufacturers will sell at a price not in relation to the minimum price fixed 
to the consumer, which, in effect, is price cutting; and if such sales are prosecuted 
with any degree of success it necessarily follows that the Imperial Tobacco 
Company will be forced to defend itself by not only meeting, but probably under- 
selling its competitive manufacturers, 

This should not be construed as, and is not intended to be a threat, but 
is merely a simple straightforward explanation of one of the most elementary 
problems in the economics of merchandising, and whereas it is reasonable to 
presume that a large manufacturer, by reason of his volume may be able to 
merchandise at a lower cost per unit than another manufacturer conducting 
a lesser volume of trade, it would then be merely a matter of time before the 
smaller manufacturer is eliminated by reason of the consequent impairment 
of his capital, resulting from his endeavours to maintain his trade conducted 
at an operating loss. 

I therefore submit that if a minimum price to the primary producer is 
to be established at something in excess of the average price paid by the 
Imperial Tobacco Company for its flue-cured tobacco in 1933 and less than the 
price of 234 cents attributed to Prof. Leitch, it is necessary that manufacturers 
should establish a minimum resale. price of this class of tobacco at $1.20 per 
pound. 

If, on the other hand, it is determined to establish a minimum price to 
the consumer of $1 per pound, then I submit to you in all sincerity that the 
maximum average price to the producer that could be accepted by the manu- 
facturers with any degree of security would be something between 10 cents 
and 15 cents per pound to the primary producer. 

In the submission of evidence to this Committee on the subject of Tobacco 
some reference has been made to the Marketing Act,.which I understand is 
now receiving consideration. 

I frankly hesitate to comment on this measure at the present time, but: 
it occurs to me that as some corrective is essentially necessary to effectively 
preserve tobacco, if this commodity is to remain a factor as a natural product 
and'a revenue producer to the primary producer, the manufacturer, jobber, 
retailer and National Revenue, the requisite control can no doubt be effected 
through the provisions of such legislation. 


I freely admit that some injustice, real or imaginary, may be claimed as 


a result of the administration of such legislation, and therefore with all humility 
I respectfully suggest that consideration be given to the establishment of some 
source of appeal which, for want of a better name, may I describe as a Com- 
merce Court or Board. 

I beheve that business can best be conducted through voluntary co-opera- 
tion rather than by restrictive legislative enactments, and I feel that those 
interested in the particular trade or industry might submit their concerted 
opinions and views as to the regulation of their trade to such a- Commerce 


| 
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Court for confirmation, and that any person or persons having a just grievance 
should be permitted to appeal to such a Commerce Court for redress, but in 
order to relieve such a tribunal from the necessity of considering unjust and 
unreasonable complaints, that all appeals to such Court should probably be 
confirmed by some public body such as a Board of Trade or Chamber of Com- 
merce or an Association representative of the trade concerned. 

In closing I trust. that which has been submitted may be found of assistance 
to the Committee in arriving at their conclusions, and I thank you for the 
opportunity of presenting the foregoing for your consideration. 


TO THE BRITISH COLUMBIA TOBACCO AND CANDY JOBBERS 
ASSOCIATION 


1107 Dominion Bank Building, 
Vancouver, B.C. 


Wie Hontriereianenian ACuurrts Rule tl BEqn gue. hereby voluntarily 
undertake and agree, as long as we enjoy the benefit of the manufacturers’ 
list prices for tobacco, snuff, cigarettes, little cigars, or cigarette papers:— 

1. Not to sell tobacco, snuff, cigarettes, little cigars or cigarette papers 
at prices less than those respectively named and set out in the jobbers’ selling 
prices as furnished by Tobacco Manufacturers, from time to time. 

2. Not to allow a discount in any shape or form on any of the lines above 
mentioned. 

3. Not to allow any cash rebate to any parties purchasing from us or to any 
of their employees. 

4. Not to give gratis goods of any kind which would be the equivalent of 
a discount. 

5. Not to give a discount on any line of goods, part of which discount 
might be applied to any of the lines above mentioned; and when at any time 
giving a discount on other goods, the lines above mentioned will not be included, 
but such lines will at all times and under all conditions be sold at net prices 
with no discounts for cash or otherwise. 

6. It is understood that tobacco prices will be F.O.B. Jobbers Warehouse, 
but Jobbers will have the privilege of prepaying freight to all competitive Rail 
Points, Powell River, and Prince Rupert, and Jobbers are not permitted to 
prepay or make allowance for Cartage charges from any Rail Points. 

7. That all sales of these lines are to be on the above basis with no excep- 
tion of any kind to jobbers or retailers. 

8. That we will be responsible for the action of our travellers and employees, 
and agree that all infringements or irregularities by them of this agreement 
shall be the same as if committed by us. 

9. That we approve of the appointment of the British Columbia Tobacco 
and Candy Jobbers’ Association of an Investigating Committee, whose con- 
stitution and functions are set out in the endorsement on the back of this agree- 
ment. We agree to be bound by the decisions of that Committee, and that if at 
any time in the opinion of the Committee we fail to fulfil any of our under- 
takings herein, we shall lose the benefit of the Manufacturers’ list prices for 
a period to be decided by the Investigating Committee, not to exceed three 
months for the first violation, and consent that manufacturers may act upon 
such recommendation as may be made by the Investigating Committee, and 
during such period we further agree not to purchase or accept any of the above 
lines from one or more of the companies, firms or individuals with which we 
are or may become associated. 
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10. This agreement is entered into for the sole purpose of bettering trade 
conditions in regard to the above mentioned lines. 
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ForMATION Powrrs AND Dvutigs or INVESTIGATING COMMITTEE 


(a) The Investigating Committee shall be appointed by the Association, 
and shall be composed of four (4) wholesalers to be elected at the Annual 
Meeting, or any Special Meeting called for this purpose, and shall remain in 
office until their successors are appointed. 

(b) When any wholesaler’s connection with the Committee ceases from any 
cause, his place shall be filled by vote of the remaining members of the 
Committee. | 


(c) The Committee shall make enquiry into all complaints of alleged 
violations of the agreement. 


(d) The enquiry or investigation shall be made in such manner as may be 
approved by the Committee, who may employ an Agent or Agents to interview 
Witnesses and obtain information regarding the said complaints, and may act 
on the information so obtained, but before so acting the party alleged to have 
violated the agreement shall be afforded an opportunity of appearing before the 
Committee in answer to said complaint. 

(e) If, in the opinion of the majority of the Committee, a violation of the 
agreement has occurred, the Committee shall make a recommendation in 
accordance with Clause Nine (9) of the Agreement. 

(f) In case the party being investigated is represented on the then existing 
Committee, that member of the Committee shall, for the time being, withdraw 
and in the investigation of that particular case, be replaced by another whole- 
saler chosen by the remaining members of the Committee. 


TO MANITOBA TOBACCO JOBBERS ASSOCIATION 


(Same form applies to Saskatchewan) 


We, thentindensigneds:. wrss! emul». sapeld and segemoks sce ote RERERe 
voluntarily undertake and agree, as long as we enjoy the benefits of the manu- 
facturers’ list prices for tobacco, snuff, cigarettes or little cigars:— 

1. Not to sell tobacco, snuff, cigarettes or little cigars at prices less than 
those respectively named and set out in the jobbers’ selling prices as furnished 
by Tobacco Manufacturers from time to time. 

2. Not to allow a discount in any shape or form on any of the lines above 
mentioned. 


3. Not to allow any cash rebate to any parties purchasing from us or to 
any of their employees. 

4. Not to give gratis goods of any kind which would be the equivalent 
of a discount. 

5. Not to give a discount on any line of goods, part of which discount 
might be applied to any of the lines above mentioned; and when at any time 
giving a discount on other goods, the lines above mentioned will not be in- 
cluded, but such lines will at all times and under all conditions be sold at net. 
prices with no discounts for cash or otherwise. 
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6. Not to prepay freight on tobacco, snuff, cigarettes and little cigars for 
country shipments, but that such goods shall be sold only f.o.b. shipping point, 
except that it will be in order to prepay freight to competitive points or equalize 
freight charges with the nearest competing point to which goods are sold. 

7. That all sales of these lines are to be on the above basis with no ex- 
ception of any kind to jobbers or retailers. 

8. That we will be responsible for the action of our travellers and employees, 
and agree that all infringements or irregularities by them of this agreement shall 
be the same as if committed by us. 

9. That we approve of the appointment by Manitoba Tobacco Jobbers 
Association of an Investigating Committee, whose constitution and functions 
are set out in the endorsement on the back of this agreement. We agree to be 
bound by the decisions of that Committee, and that if at any time in the 
opinion of the Committee we fail to fulfill any of our undertakings herein, we 
shall lose the benefit of the manufacturers’ list prices for a period to be decided 
by the Investigating Committee, not to exceed three months for the first viola- 
tion, and consent that manufacturers may act upon such recommendation as 
may be made by the Investigating Committee and during such period we 
further agree not to purchase or accept any of the above lines from one or more 
of the companies, firms or individuals with which we are or may become 
associated. | 

10. This agreement is entered into for the sole purpose of bettering trade 
conditions in regard to the above mentioned lines. 
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Witnessed: Signed: 
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(a) The Investigating Committee shall be appointed by the Association, 
and shall be composed of five (5) wholesalers to be elected at the Annual 
Meeting, or any Special Meeting called for this purpose, and shall remain in 
office until their successors are appointed. (A substitute member for each of the 
above to be appointed to act in the absence or inability to act of any of the 
regular members.) 

(6) When any wholesaler’s connection with the Committee ceases from 
any cause, his place shall be filled by vote of the remaining members of the 
Committee. 

__ {c) The Committee shall make enquiry into all complaints of alleged viola- 
tions of the agreement. 

(d) The enquiry or investigation shall be made in such manner as may 
be approved by the Committee, who may employ an Agent or Agents to interview 
witnesses and obtain information regarding the said complaints, and may act on 
the information so obtained, but before so acting the party alleged to have 
violated the agreement shall be afforded an opportunity of appearing before the 
Committee in answer to said complaint. 

(e) If, in the opinion of the majority of the Committee, a violation of the 
agreement has occurred, the Committee shall make a recommendation in accord- 
ance with clause nine (9) of the agreement. 

(f) In case the party being investigated is represented on the then existing 
Committee, that member of the Committee shall, for the time being, withdraw 
and, in the investigation of that particular case, be replaced by another whole- 
saler chosen by the remaining members of the Committee. 
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By Mr. Ilsley: 

Q. Does Mr. Miller want to say anything further about the reason why he 
lowered the price in 1930 and 1931?—A. I think that has been covered. 

The Wrrness: Mr. Sommerville, on Friday when I was on the stand, there 
were points raised about the relationship that Mr. Harrison and Mr. Lea had, 
and I said I would prepare a statement. I would like to have the privilege of 
reading that statement at this time. 

May 7, 1923. 

Mr. Cuarrman:—When I was on the stand last Friday, you, your 
counsel and your Committee, were apparently under the pretty definite 
impression, from the evidence you had had, that the -British-American 
Tobacco Company Ltd. and/or Mr. R. C. Harrison (I infer, perhaps with 
others) after forcing down the price of leaf tobacco in the United States 
to a very low figure, had sent Mr. T. L. Lea here, and with their, or his 
influence, had broken the price of flue-cured tobacco in Ontario. I think 
I denied this, but as you were persistent that I had not cleared up the 
situation, I asked for an opportunity to make a statement to-day. 

I have had an opportunity of reading over that portion of the 
minutes covering this part of the situation, and while I find that I did 
deny this, I would like to now try to give you further details which I 
believe will substantiate it and satisfy you that such a feeling is not 
founded on facts. You will, of course, appreciate that for many of these 
details I have had to refer to the responsible heads. 

The B.A.T. are very large stockholders in this Company and have 
two Directors on our Board, viz., Sir Hugo Cunliffe-Owen, Bart., 
Chairman of the Board of the British-American Tobacco Company, - 
Limited with headquarters in London, and Mr. George Cooper, one of 
the Directors of the British-American Tobacco Company, with head- 
quarters in Louisville, Kentucky. Also they naturally -from time to 
time, have their officials, who are experts in various ends of the tobacco 
business, consult with us and discuss various matters. 

Mr. R. CG. Harrison, one of their Directors, in charge of their Leaf 
Department, spends considerable time in the United States each year 
where they buy large quantities of both flue-cured and air-cured types 
of tobaccos, and as Mr. H. P. Buell, Vice-President in charge of our 
Leaf Department, also buys flue-cured tobaccos in the States through Mr. 
Harrison’s organizations, naturally there is considerable contact between 
these two gentlemen, and Mr. Harrison, as well as all the other Directors 
of the B.A.T. Co., is interested in the general welfare of the Imperial 
Tobacco Company of Canada. 


After discussing the matter with all of our Directors, and Mr. Buell 
in particular, I can state positively that we have no knowledge or recol- 
lection of Mr. Harrison ever trying to instruct or in any way unduly 
influence us with respect to the prices that we pay for tobacco in Canada. 


We had realized that the prices (taking into account in 1931 the 
quantity of tobacco that had been produced) should be lower than those 
paid for the previous crops, and in this connection believe that Mr. Harri- 
son was of the same opinion. 


There has always been a majority of the Directors of the Imperial 
Tobacco Co. Ltd. of Canada, located in Canada; the scale of prices to be 
paid is discussed with them by Mr. Buell and they decide amongst them- 
selves as to what it should be; and with respect to the 1931 crop in parti- 
cular, Mr. Harrison had nothing whatsoever to do with the quantities we 
Eee or the prices we paid, other than as I have previously men- 
tioned. 
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As to the coming of Mr. Lea into our organization, and engaging in 
the buying of flue-cured tobacco in 1931, I might explain that we here in 
Montreal, in consultation with various of the B.A.T Directors, felt we 
should have someone in our organization to eventually succeed Mr. 
Buell—someone thoroughly experienced in leaf tobacco and particularly 
a man familiar with both Virginia and Burley types, as we use these 
various types of tobacco here, our principal usings being Virginia and 
Burley. It is not an easy matter to obtain a suitable man with this 
particular experience. 


If you don’t mind, might I interject there, as I explained to someone else, that 
just as it is a fact that wherever you find a marine engine you find a Scotchman; 
in the same way where you find tobacco you find a southern American—from 
below the Mason-Dixon line. 


By Mr. Factor: , 


Q. As a matter of fact, most of the chief executives of your organization are 
American?—A. I have never compiled it, sir; I do not think that is true. 


By Mr. Sommerville: . 

Q. There is Mr. Patterson?—A. He is a Canadian. 

Q. He was formerly Mr. Duke’s secretary, was he not?—A. He came from 
the United States orginally. Mr. Lane, a naturalized Canadian. 

Q. Mr. Buell and yourself?—A. Yes. 

Q. Mr. Townsend?—A. An Englishman. 

Q. And who else is there?—A. Mr. Spafford and Mr. Lane, Canadians; Mr. 
Walters an Englishman, Mr. Skelton an Englishman; and Mr. DesRosiers, a 
Canadian. 

This matter had been discussed several years prior to 1931, and Mr. 
Buell had selected from Mr. Harrison’s organization Mr. T. L. Lea as the 
man whom he thought ideally fitted for this job and requested Mr. Harri- 
son to let him come to our employ for this purpose. Mr. Harrison felt 
that he could not spare Mr. Lea from his organization and made several 
other suggestions, none of which suited, and eventually, in the fall of 1930, 
after persistent efforts on the part of Mr. Buell to secure Mr. Lea, Mr. 
Harrison felt that he could spare him, and Mr. Lea was engaged and 
started his employment with this company January 1, 1931, and proceeded 
to acquaint himself with conditions in Canada under Mr. F. R. Gregory 
who was then in charge of the buying of our tobacco in Ontario. Mr. Lea, 
although a special assistant to Mr. Buell, was operating in Ontario directly 
under the instructions to Mr. F. R. Gregory during the buying season of 
the year 1931. 

Now, as to the reason for the lower price paid by us for the 1931 crop, 
than for previous crops, I would mention that the principal factors enter- 
ing into the determination of prices to be paid are substantially as follows: 

1. Quality of crop. 

2. Consideration of the cost of production to the growers. 

3. Volume of our own stocks on hand. 

4. Our requirements in relation to the entire crop. 

5. Volume of the crop and the domestic surplus in relation to our own 
requirements, involving the probable price to be paid by our competitors 
for their requirments out of such surplus. 

6. Consequences of an exportable surplus. 

As to: . 

1. The crop was good, generally speaking. 

2. As to the cost of production, I can say that full consideration 
was given to this question. It is naturally a factor which varies accord- 
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ing to the yield and type of farm. It must not be forgotten that in 


1931 the yield was abnormally high and the cost of production per pound — 


would be correspondingly lower. I am sorry there are no official figures 
available as to our estimates for that particular year, but would draw 
attention to the figures given on pages 48 and following of our brief. 

3. We had on hand, as of September 30, 1931, a total quantity of 
approximately 13,000,000 pounds Canadian flue-cured tobacco, which at 
that time was 264 months duration. | 

4. Our usings were somewhere around five to six million pounds, 
although with a better stock of well matured tobacco, we saw prospects 
of gradually increasing these usings. 

5. Our estimate of the crop produced was approximately 24,500,000 
pounds—at least double the 1930 crop production—in face of our per- 
sistent advice to the planters, direct and through newspapers and Depart- 
ments of Agriculture, not to over-produce. 

6. With the large amount of this crop and the then small export 
market, it was quite evident that there was surplus production. 

Having all these factors in mind, we felt that by paying'a very high price 
we would be placed in an unfavourable position, as our competitors would 
then be enabled to obtain any part of balance at extremely low prices 
and sell manufactured goods on the market at very low prices, tearing down 
the whole price structure which would eventually reflect. unfavourably on 
the farmer. We therefore determined that the top price of 30 cents with 
our average somewhere under 24 cents, all things considered, was a fair 
and proper procedure for the purchasing of the 1931 flue-cured crop. 
hésumé of Methods of Purchases of Leaf Tobacco, Referring Particularly 

to Purchases of 1931 Crop, Norfolk District 

As we require certain types of tobacco with requisite colour and neces- 
sary body and quality, our buyers know that any purchases of tobacco 
from the farmers in Ontario must be of a type especially suited to our 
particular manufacturing needs. A certain portion of every production of 
tobacco is very difficult to use; some is entirely unfit for use. 

We have a staff of buyers, all of whom, each year, become thoroughly 
conversant as to the quality of tobacco that each individual farmer in 
their district has grown. These men are not only what is termed “buyers,” 
but are experienced to a high degree in the actual growing of tobacco, and 
during the growing and curing season visit the farmer and give advice 
as to the growing and curing of his crop. During the month of J uly, by 
personal visit, they ascertain the acreage that has been planted by the 
individual farmer, and also as to how the tobacco is growing. When the 
tobacco has ripened sufficiently for the farmer to commence curing, these 
buyers again visit the farms once or twice a week so that they may see 
how each kiln of tobacco has cured out. Thus our buyers have a fair idea 
of what kind of tobacco the farmer should have for sale when the time 
for buying arrives. 

It does not necessarily follow, of course, that when the time comes to 
purchase the tobacco that same may not have improved or deteriorated, as 
the case may be, in the intervening period. Factors which affect the 
quality of tobacco from a saleable point of view are neglect and careless- 
ness on the part of the grower. This may be either in his method of har- 
vesting, his method of curing, or of taking tobacco out of the kilns after 
same is cured, or his method of storing tobacco before delivering same to 
a redrying plant. Unless the farmer is careful, humid or rainy weather 
will cause the tobacco to become soft and damaged and lose colour, but 
such deterioration does not apply in the same sense as it does in fruit and 
vegetables. 
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When our buyers visit the farms first during the month of July, they 
record all information as to acreage and quantity in a book described as 
“ Crop List Book.” This information is entirely in regard to the condition 
of the tobacco as it stands growing in the field, and has nothing to do with 
regard to colour or quality of the tobacco when same is cured, nor with 
regard to prices at which the tobacco will be sold after it is cured. 

During the visits, while the tobacco is being cured the buyer will list 
in a book known as “ Grading Book,” the name of the owner or grower, 
the number of acres, the estimated poundage, and how the tobacco looked 
to the particular buyer while same was growing. An approximate esti- 
mate of the grade of tobacco in each kiln is then entered in the grading 
book under the gradings “F” for fancy, “G” for good, “GM” for good 
medium, “ M” for medium, “GC” for good common, “C” for common, 
and “P” for poor. 

Of course this examination can only be very superficial as it is prac- 
tically an impossibility for the buyer to inspect all of the tobacco hanging 
in the kiln due to its construction, or even after the tobacco has been 
bulked in the packhouse. Furthermore, the tobacco often changes in colour 
if left hanging in the kilns for a period of time, due to climatic conditions, 
and it further changes when it is taken out of the kiln into the pack- 
house where it is finally sold to the purchaser. 

Whenever any perceptible change in the tobacco occurs, it automa- 
tically nullifies our classification in the Grading Book, and the tobacco 
is bought according to the grading in which it has finally developed. The 
Grading Book is used by our buyers merely as a guide as to where they 
can go to buy crops of different qualities. Our price range for different 
crops is not based on these Grading Books entirely. As previously 
explained, changes can and do take place in the colour and condition of 
the tobacco between the time the crop is classified in these Grading Books, 
and the time when the actual price is determined, therefore the buyer 
must examine the tobacco prior to making the grower an offer. 

Before a price is determined on individual crops of tobacco, the buyer 
who has listed the quality of the tobacco in his grading book usually 
has another one of our buyers or a supervisor accompany him prior to 
making an offer for the crop, so as to have the benefit of the judgment of 
the other buyer or the supervisor, on the relative value of that particular 
crop. The matter is then discussed in our office and a tentative price 
determined there as to what we will pay for various representative crops 
before the buyer actually makes an offer and before the market opens. 


By Mr. Sommerville: 

Q. When that price is arrived at, is it not put in the top corner?—A. I do 
not think there is any standard of that at all. 

Q. When you have arrived at that figure in consultation in the office, do 
you say it is not put down?—A. As far as I can make out there is no fixed rule, 
and there has been no fixed rule about that. You might term this book more 
of an individual record for the individual buyer who does it pretty well as he 
wants for his own information. 

Q. My reason for asking is very definite, Mr. Miller. I find on this one 
book, which I picked up yesterday, that in the first day’s buying the buyer— 
Wilson—paid for the crops which he bought the price that he had set in the 
corner—A. That might have been, sir. 

Q. And that after the visit of Mr. Lea to Montreal the same buyer paid 
for the crops, which graded at 24 and 25, 16 cents, 18 cents, and 195 cents.—A. 
As I say, as far as I can find out, there is no fixed way of their doing it at all. 
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Q. No, but if he is following a grade, Mr. Miller, and that grade is as you 
have indicated, and he has made his grade and his estimate, after he has made 
his grade and goes out and buys on those grades, he would follow through the 
second week on the same basis.—A. That is absolutely contrary to what we 
have found on examination. 

Q. Have you changed any of those grades? 
of them. We have not changed them all, sir. 

Mr. SOMMERVILLE: All right, we will go into that later. 

The Wirness: Very well: 

We pay highest prices for tobacco with bright colour and good quality, 
and require this type of tobacco for our particular needs, although in pur- 
chasing crops containing this type we naturally have to take other qualities 
as well. The matter of price on individual crops is based on the concensus 
of opinion of our various buyers, who compare the qualities available in 
their respective territories and the relationship between these qualities 
determines the price range from top to low. 

It might be stated that all of our buyers have an opportunity of 

visiting all of the territories in the district before a price is set on indi- 

vidual crops. 

Before the market opened in October, 1931, Mr. F. R. Gregory was 
called to Montreal during the last week of September, 1931, to talk over 
the matter of purchasing the 1931 crop of flue-cured tobacco with Mr. 
Buell and the other officials of the company. In view of the largely 
increased production, and the stocks of tobacco we had on hand, it was 
decided by the officials and Mr. Gregory who, at that time, in addition 
to being the Manager at Delhi and Leamington, was also a director of 
the Imperial Tobacco Company, that the top price to be paid for the 
1931 crop would be 30 cents and the average price of our purchases should 
be under 24 cents. It was also decided that we would start buying during 
the week commencing October 5th. Mr. Gregory returned home on 
October 2nd, 1931. : 

Mr. Lea left Montreal on Sunday night, October 4th, arriving at 
Delhi around noon October 5th. Messrs. Gregory, Lea and Taylor, local 
manager, Delhi plant, held a consultation in the offices of the Imperial 
Tobacco Co. at Delhi on Monday afternoon, October 5th, when a plan 
of procedure for opening the market the next day was decided upon. 
It was decided at that conference that the buyers would start out early 
the next morning, and confine their purchases for that day to crops of 
tobacco varying in quality and relative value from 24 cents to 30 cents. 
On that day we purchased 3,774,000 pounds (estimated) at an average 
price of 27.59 cents per pound. The buyers on the second day, October 
7, were instructed to continue buying the balance of the most desirable 
crops which were left in their territories, and on this day they purchased 
$10,400 pounds at an average price of 26.20 cents per pound. Buying 
continued on the 8th, 9th, and 10th, our buyers purchasing tobacco of 
good quality, but not of as good quality as they purchased on the first 
two days. As the buying progresses the average quality, to a certain 
extent, becomes lower, and naturally the average price also becomes lower. 

On that day we started to purchase tobacco in the Norfolk district, 
namely October 6th. Mr. lea accompanied one of our regular buyers, 
Mr. J. B. Wilson. Mr. F. R. Gregory bought in conjunction with his son, 
Mr. H. T. Gregory. Messrs. Lea and Wilson purchased 627,000 pounds 
at an average price of 27.79 cents. These two men worked the entire 
day purchasing tobacco. Mr. F. R. Gregory and his son worked half 


A. Yes, we have changed some 
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the day and purchased 491,000 pounds of tobacco at an average price 
of 27.04 cents. Attached hereto are statements showing the individual 
crops purchased by Messrs. Lea and. Wilson on that date, and the indi- 
vidual crops purchased by the Messrs. Gregory. These statements also 
show prices paid for the individual crops purchased, as well as the esti- 
mated quantities of the individual crops. The statements further show 
the total poundage of tobacco purchased by both buying parties, and 
the average price per pound for the total purchases. 

As previously stated, Mr. Buell telephoned Mr. Gregory and Mr. 
Lea on learning of the first day’s results, reminding them that to get the 
average below 24 cents they would have to buy more freely of lower 
grade tobaccos. 

Mr. Lea returned to Montreal on Saturday, October 10th, and 
reported to Mr. Buell, vice-president and manager of the Leaf Depart- 
ment, who was lying sick in the Royal Victoria Hospital, Montreal. 

It might also be added that while Mr. Lea was in Montreal, the 
Delhi organization continued buying, and on October 10th, which was 
Saturday, they purchased 213,000 pounds at an average price of 19.12 
cents, and on Monday, October 12th, they purchased 585,000 pounds at 
an average price of 18.55 cents. Mr. Lea was not at Delhi, or convers- 
ant with operations on either of these two days, only arriving there about 
noon on Monday, October 12th. 

On Tuesday, October 13th, we purchased 1,213,700 pounds at an 
average price of 194 cents, that being from crops remaining unsold in 
the various territories, and classified as “ medium ” crops. From October 
14th until October 22nd the buying continued in a limited way. On 
October 22nd we discontinued buying tobacco due to the fact that we had 
practically completed purchasing our requirements out of this crop in the 
Norfolk district. 

On November 16th we received a request from the Imperial Tobacco 
Co. (of Great Britain and Ireland) Ltd. to let them have 1,000,000 
pounds of toobacco (farmer’s weight). We allotted them 1,000,000 
pounds of tobacco out of our purchases which had been made prior to that 
date. They were only interested in tobacco of bright colour and good 
quality suitable for cigarette purposes. The allottment of this 1,000,000 
pounds of tobacco to the Imperial Tobacco Co. (of Great Britain and 
Ireland) Ltd. left us short of that quantity for our own domestic require- 
ments, and to complete our requirements and make provision for the 
added requirements of the Imperial Tobacco Co. (of Great Britain and 
Ireland) Ltd. we purchased 816,500 pounds of tobacco of various quali- 
ties from November 9th to December 31st at various prices, as per state- 
ment. 


The Cuarrman: Well, it is pretty nearly one o’clock. I think we have had 
enough this morning. We will meet at 3.30 this afternoon. 


The Committee adjourned at 12.55 p.m. to resume at 3.30 p.m. 


AFTERNOON SITTING 


The committee resumed at 3.30 o’clock. 
Gray MILLER, examination resumed. 


By Mr. Sommerville: 


Q. I think you have a statement that you read this morning, Mr. Miiler?— 
A. Yes. i 
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Q. May I have a copy of that, if you have one to spare?—A. Yes. 

Q. I will just look it over, and if there are any questions to be asked, at a 
later date, we may ask them?—A. All right. 

Mr. Sommervitte: I would like, for the time being to proceed with the ques- 
tion of the crop purchases in 1931 and 1932, with Mr. Lea. 


T. L. Lea, called and sworn. 


By Mr. Sommerville: 


Q. Mr. Lea, what is your position in the Imperial Tobacco Company?—A. 

I am manager of the leaf (Ontario) department. 

_ You are manager of the Ontario Leaf Department?—A. Yes. 

. When did you become manager of that department?—A. In 1932, I think. 
. When in 1932, before or after the crop?—A. Before the crop. 

_ Who had been manager of that department before you?—A. Mr. Gregory. 
_ When did you come to Canada?—A. January 1, 1931. 

. Where had you been prior to that?—-A. I was supervisor of purchases for 
the Export Leaf Tobacco Company. 

Q. The Export Leaf Tobacco Company, you say?—A. Yes, in Georgia, South 
Carolina, and also buying in eastern Carolina, and when I would leave eastern 
Carolina, go to Kentucky, where I had charge of buying operations in Kentucky. 

Q. For the Export Leaf Tobacco Company?—A. Yes. 

Q. For whom did the Export Leaf Tobacco Company buy?—A. They buy 
for all the different companies all over the world. 

Q. For the British American Tobacco Company?—A. Yes. 

Q. You then, were supervisor for their buying operations?—A. Yes, in 
Georgia. 

Q. From Georgia north to Kentucky?—A. Yes. 

Q. And your buying in Georgia was of flue-cured tobacco?—A. Bright, flue- 
cured tobacco, yes. 

Q. That is done on the auction basis?—A. Yes. 

Q. It is all sold on the auction floor?—A. Yes. 

Q. As I understand it, the growers send their crops in in piles or baskets’?— 
A. Baskets. 

_ In baskets of 100 pounds?—A. It runs from 100 to 250 pounds. 
. They send them in in baskets of from 100 to 250 pounds?—A. Yes. 
. Already graded?—A. Yes. 
They are all on the floors in long buildings?—A. Long warehouses. 
_ The auctioneer proceeds down the piles?—A. Yes. 7 
And a group of buyers follow him?—A. Yes. 
. They buy a lot at a time, don’t they?—A. A basket. 
. A basket at a time?—A. Yes. 
And that is knocked down to the highest bidder?—A. Yes. 
_ That is quite different and distinct from the barn method of buying ?— 
A. Somewhat, sir. 

Q. What is that?—A. Quite a difference, yes. 

Q. How long were you engaged in that? How many years had you been 
engaged in that kind of buying prior to coming here?—A. I started in 1911. 
Before 1911 I did buy some tobacco in the country in South Carolina. That was 
for my own account, though. 

Q. That would be in 1911?—A. No. 

Q. Before 1911, you say?—A. Yes, 1909 was when that took place. 

Q. Would that be bought by the barn method?—A. Yes, by the barn method. 

Q. You would come in and buy?-—A. Yes. 
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Q. I understand the farms in Georgia and South Carolina do not require 
to be equipped as fully as our farms?—-A. I don’t see very much difference. Some 
of the best-equipped farms I have ever seen were in eastern Carolina. 

Q. I understand they don’t require greenhouses?—A. No, they don’t require 
greenhouses. 

Q. I understand they don’t do any steaming of their plant beds?—A. Well, 
some of the farmers down there do steam their plant beds, or burn their plant 
beds. 

Q. You say they burn their plant beds?—A. Yes. 

Q. That is for what purpose—burning their plant beds?—A. In other words, 
it does away with the grass that comes up with the plants. That is the reason 
they burn them. Some of them steam them down in eastern Carolina. 

Q. With that experience, you came to Canada in January, 1931?—A. Janu- 
ary 1, 1931. 

. And you began your operations in buying in Simcoe?—A. Delhi. 

. In Delhi?—A. Yes. 

. With headquarters at Delhi?—A. No, I had headquarters in Montreal. 
. Well, I mean in the buying season?—A. Yes. 

Q. When did you arrive in the buying area for the opening of the mar- 
ket in 1931?—-A. I arrived there on the fifth. 

. On the fifth of what?—A. October 5. 

. October 5, 1931?—A. Yes. 

What was your position at that time with the company?—A. To assist 
R. Gregory in buying. 

. To assist Mr, Gregory in buying—A. Yes. 

. —the crop of 1931?—A. Yes. 

. Who had charge of the buying operations in 1931?—A. Mr. F. R. 
Gregory. 

Q. Who settled the policy for the buying of 1931?—A. Well, that was settled 
in Montreal. 

Q. By whom?-—A. By the executive committee. 

Q. By whom?—A. Well, Mr. Buell and Mr. Miller, and those people. 

Q. Yes?—A. Mr. Patterson also; I believe Mr. Patterson was president 
at that time. 

Q. What part did you take in settling that policy?—A. Well, they con- 
sulted me, sir. 

Q. They did?—A. Yes. 

Q. What knowledge had you at that time of Canadian tobacco conditions? 
—A. Well, I had made a number of trips up in the Delhi section, and I inspected 
a lot of crops. 

Q. By the way, Mr. Buell does not buy crops out in the field, does he?— 
A. Well, I don’t know, sir. He has not bought any since I have been up here. 

Q. At any rate, you started in with Mr. Gregory?—A. Yes. 

Q. You say that he was in charge of operations for 1931?—A. Yes. 

Q. Is that a complete statement of the situation?—A. I think so. 

Q. Were you not really there representing Montreal, and supervising the 
situation?—-A. Well, I was doing my best to assist him; I will say that. 

Q. Did that assistance take the form of supervision? I don’t know what 
you may call assistance. But is that the fact, that while he was nominally 
the head, you were the man who was carrying the instructions from Montreal? 
—A. Conveying instructions from Mr. Buell to Mr. Gregory. 

Q. To Mr. Gregory?—A. Yes. 

Q. And to other buyers; were you conveying instructions to other buyers? 
—A. Mr. Gregory directed all the other buyers. 

Q. If there was a panic in 1931 in the purchase of the crop, then was 
the fault due to Mr. Gregory or to you?—A. Well, it appears that he was in 
charge, sir. 
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Q. Well, I have just asked you the question, though?—A. There was no 
panic, as far as I know; not when it was opened. 

Q. Well, how soon after it was opened did the panic develop?—A. How 
soon? 

Q. Yes, because you limited your answer. You say there was no panic 
when it opened. How soon afterwards did it develop?—A. Well, the farmers 
were very much discouraged when they were receiving 28 cents, on the first 
day, because they had been accustomed to getting 40 cents the previous year. 

Q. You, being familiar with conditions in the United States, can prob- 
ably tell us why there was this reduction in buying, from 40 cents to 30 cents 
in the opening of the top for the 1931 crop. Why the reduction?—A. I could 
not say as to that. . 

Q. You. could not?—A. No. 

Q. You can’t give this committee any light on that subject at all?—A. 
The only way I can answer it, sir, is that prices in 1930 were entirely too high. 
You had a larger crop. 

Q. Who said they were too high? The Imperial Tobacco Company here, 
before your advent, paid 40 cents. They had been buying crops here for 
twenty years. Who said they were too high?—A. Well, our people thought 
they were too high. 

Q. Your people thought they were too high?—A. The Imperial Tobacco 
Company, yes. 

Q. Is it not a fact, Mr. Lea, that for the first time New York stepped 
into the situation and said the price was too high?—A. No. 

Q. Was that the criticism of Mr. Harrison, that the price paid in 1930 
was too high?—A. Not to my knowledge, sir. j 

Q. Didn’t you ever hear that Mr. Harrison had criticized the purchase of 
the 1930 crop at 40 cents?—A. Possibly I have heard him say that. 

Q. Yes; and it was as a result of that criticism, I suggest to you, that you 
were sent up to Canada?—A. No. I don’t think so at all. 

Q. What instruction or information was given to you by Mr. Harrison?— 
A. None whatever. 

Q. Before the opening of the market in 1931?—-A. None whatever. 

Q. You know him pretty well?—A. Know him very well. 

Q. You talked with him about 1931 prices?—A. No, I didn’t. 

Q. You didn’t discuss it with him at all?—A. Not at all, sir. 

Q. The conversations, then, were entirely with Mr. Buell?—A. As far as 
I know, sir. 

Q. At any rate, you started out to buy on the basis of a top of 30 cents?— 
A. Yes. 

Q. And you did buy?—A. Yes, I bought pretty heavy. 

Q. Yes, bought pretty heavy the first day; and you accompanied Mr. 
Wilson—A. Yes. 

Q. On that day you bought how much?—A. Six hundred and some thousand. 

Q. Six hundred and some thousand pounds?—A. Yes. 

Q. More than anybody else?—-A. Yes, and paid the highest price. 

Q. You paid the highest price, on the opening?—A. Yes. 

Q. And the average was 27 cents?—A. 27.79, if I recall correctly. 

Q. Yes, opened at 30 cents instead of 40 cents, and got down to 27.79 the 
first day?—A. Yes. . 

Mr. Montcomery: No, that is not fair. 

The CHatrMAN: Excuse me, Mr. Montgomery, I see no unfairness about it. 

Mr. Montcomery: Saying that the top was 30 and got down to 27-79; that 
is not fair. 

The CuHatrmMAN: Mr. Montgomery, I cannot allow you to interrupt the pro- 
ceedings. 
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Mr. Montreomery: After all, the company is not represented here, nobody 
is; and for that reason the committee should see that the facts are fairly 
brought out. 


The CuatrMan: I don’t see that there is anything wrong with the question 
at all. Just repeat your question, Mr. Sommerville. 


By Mr. Factor: 
Q. I understand that the top price was 40 cents in 1930, and the top price 
was 30 cents in 1931?—A. That is correct. 
Mr. SomMeErviILue: The first day. 


By Mr. Factor: 
Q. The first day it was 27-79?—A. Average price 
Mr. SOMMERVILLE: Yes, that is the average price. That is what I say. 
Mr. Factor: No, I think you said top price. 
Mr. Monteomery: That is my objection. 


Mr. Senn: I think we agreed that witness would not be represented by 
counsel. If they are to be, we will have to change our rule, 


The CuarrMan: No, they are not going to be. 


By Mr. Sommerville: 


Q. I said that starting with the top price, opening on Monday— A. On 
Tuesday, sir. 

Q. Well, on Tuesday, you got down that day to 27-79 for your purchases?— 
AS Les, 


By Mr. Young: 


Q. Did you buy any at 30 cents that day?—A. As well as I recall, there are 
four crops. 
Q. Four crops at 30 cents?—A. Yes. 


By the Chairman: 


Q. How many pounds?—A. I think you have that statement. 
Mr. SoMMERVILLE: I have the statement here somewhere. 
The Witness: We submitted that statement to you. 


By Mr. Sommerville: 


Q. Perhaps you can tell me. When you had the list of the best crops: 
before you, and starting out with Mr. Wilson, the entire number of crops you 
bought the first day at 30 cents was four?—A. I think that is correct. 

Q. Four?—A. Yes. In fact, I might call your attention to the fact that 
{ bought five crops at 30 cents, but one was cancelled. Canadian Leaf had 
poueee it at 294 cents, and I paid 30 cents for it. Our contract book shows. 
that, 


By Mr. Young: 


Q. Then you cancelled that later because they had bought it ahead of you?—. 
A. Yes. 

Q. Was the farmer agreeable?—A. No, he was not agreeable, but we never: 
interfere with other contracts. 

Q. They all observe that rule, do they?—A. All agree to that rule, sir. I 
think there is sixty some thousand pounds in that crop. The Canadian Leaf 
will bear that out. I bought 112,000 pounds at 30 cents that day. 
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By Mr. Sommerville: 

Q. Out of six hundred and some odd thousand pounds of your purchases; 
and that was on the first day?—A. Yes. 

Q. Setting out for their choicest crops in the district with Wilson—A. Well, 
I thought they were the choicest crops. 

Q. Well, you had had thirty years’ experience, and on that day you were 
assisted by having with you Wilson and.—A. Just Mr. Wilson. 

Q. And he had his record of the crops, that day, that you were buying?— 
A. Yes. 

Q. Just look at the crop that you bought from A. Vuylsteke on the first page 
of this sheet, Mr. Lea?—A. How far down the sheet? 

Q. Pretty near the end of the sheet, about six from the bottom?—A. Vuyls- 
teke, yes. 

Q. You bought that crop, and you paid 27 cents for it?—-A. Correct, sir. 

Q. I observe in Mr. Wilson’s book that he had put the note on his book 
26 to 27 cents as the value of the crop?—A. I could not say. Those pencilled 
figures don’t indicate anything in the world to me. 

Q. They don’t indicate anything to you?—A. No. You will also find further 
books that hadn’t any pencilled figures at all on. 

Q. I am just talking about this one?—A. I understand that. 

Q. I want to see what they do indicate, because it is the first one I have 
picked up, Just at random. Vuylsteke’s figures at any rate, show the number of 
kilns, don’t they?—-A. Supposed to. 


By the Chairman: 

Q. “Supposed to.” Do they or don’t they?—A. Sometimes they do and 
sometimes they don’t. 

Q. That is not a very satisfactory answer. It is intended to show the 
number? 

Mr. Lane: That is what the book shows. It is not a correct or accurate 
summary at all. 

The CHAIRMAN: Well, his answers “Supposed to”, and “It may and it 
may not’, mean nothing. 

Mr. Lane: All you have to do is add the kilns to the total and see that 
it is wrong. 

Mr. SOMMERVILLE: All right, we will see. 


By Mr. Sommerville: 


Q. Just look at that page, Mr. Lea, because I am going to get to the 
bottom of the Vuylsteke purchase, just as a basis?—A. All right, sir. 

Q. On that page, at the top of the page, you will find “34 acres, good”. Do 
you see that wording at the top?—A. Yes, sir, “34 acres, good”. I would think 
that would mean while it was growing in the field. 

Q. Quite. I think that is true. 


By the Chairman: 
Q. The black book shows 34 acres?—-A. 34 acres. 


By Mr. Sommerville: 

Q. In other words, Mr. Wilson has got into the kiln book or this—what do 
you call this book?—-A. Supposed to be a grading book. I don’t know whether 
jimh 

Q. All right; he has got into the grading book the entries that he has had 
on his crop book, and at the top he says: “34 acres, good’ ?—A. Yes. 
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Q. Is that 36,000 pounds?—A. Yes. 

@. And just over that in red pencil are the figures “26, 27”?—A. Yes. 

Q. You see that?—A. Yes. 

Q. Underneath that he has the name August Vuylsteke, Norwich, R.R. No. 
4?—A. Correct. 

@. And under that he has a list of grades?—A. Yes. 

(. Or initials?—A. Yes. 

Q. “F” for what?—A. Fancy. 

Q. “F” for fancy, and nothing opposite that?—-A. Nothing. 

Q. “G” for good?—A. Correct. 

@. And opposite that, “5 kilns’?—A. Correct. 

Q. Then “GM” for good medium, is that right?—A. Yes. 

@. And opposite that, “12 kilns’ ?—A. Yes, sir. 

Q. And below that, “M” for medium?—A. Correct. 

Q. And opposite that “10 kilns”?—A. Yes, sir. 

Q. And under that, “C” for common, and he has “3 kilns”?—A. Yes. 

Q. That makes a total of 30 kilns of flue-cured tobacco on that man’s 


farm?—A. I presume that is what it means. 
. These numbers added together make thirty?—A. Yes. 
. And the thirty can have no other reference, can it?—A. I would not 
think so; I really don’t know, to be frank with you, sir. 

Q. Well, that is what it signifies to you, does it not?—A. It appears that 
way, yes, sir. 

Q. I have added the kiln numbers, the numbers on the pages, and that 
seems to be the figure. 


OO 


By the Chairman: 
Q. Is there any doubt about it? 
Mr. LANE: Yes, there is. There are books there that show— 
Mr, SOMMERVILLE: We are talking about this book. 


By the Chairman: 


Q. I mean this one recital. Please give us one straight answer. Is there 
any doubt about it?—A. Yes, there is a doubt about it. 


By Mr. Sommerville: 
Q. What is the “30”? It either refers to the top price or else it refers to 
30 kilns?—A. It may refer to the top price. It may refer to the kilns. I could 
not say, sir. ) 
Q. All right, I will leave it that way. I will just leave it that way. 


By the Chairman: 

Q. And may I ask this question with regard. to the addition of these kilns 
that you have approved of as Mr. Sommerville read them out: Would you add 
them up and then we will know if it is right?—-A. They add to thirty. 

(). They do add to thirty, do they?—A. Yes. 

Q. Well, there is a singular synchronization there?—A. Some of these figures 
appear on some books and on some they don’t. 

Mr. SOMMERVILLE: We are only dealing with this book. 

Mr. Youne: If that “30” referred to the top price, it ought to be on every 
page of the book. Is it? That was the top price for that day. 

Mr. Factor: That “30” referred to the kilns. 

The CHAIRMAN: We are trying to get the witness to admit that it referred 
to the kilns, but he won’t do it. He says, however, that it adds up to thirty. 


1654 SPECIAL COMMITTEE 


Mr. Iustey: He suggests a reason why it may not refer to kilns, and that 
is that in some other pages it referred to something else. 

The Witness: That is it exactly. 

Mr. SOMMERVILLE: Wait a minute. 

The CHAIRMAN: Let us please stick to this one thing. 


By Mr. Sommervilie: 

Q. Let me get this clear. Can you point out any page in this whole book 
where it does not refer to the number of kilns?—-A. I would have to check it up. 

@. Would you look at the opposite page? Perhaps we will take it this 
way— 

The CHAIRMAN: I would not waste time on it. Let us stick to one thing 
and finish it. 

Mr. Iustey: I don’t know why the witness is not permitted to say why he 
has any doubt about it. 

Mr. Lane: Ask him to refer to the page of Birdsall Brothers. 

The WitTNeEss: Refer to the page of Birdsall Brothers and see if it has it. 

Mr. SOMMERVILLE: I will come to that in a few minutes. 

Mr. Lane: That is the point you are making now. 

Mr. SOMMERVILLE: We will come to that. If I add 99 and they come to 
the number, although there may be an exception, I am not going to take the 
exception for the rule in this book. 

Mr. Lane: It is not the exception. 

Mr. SOMMERVILLE: We will find out if it is or not. On the opposite page 
you have got 23 kilns shown under Hagerman, the opposite page to Vuylsteke. 

The CHarrMan: I can’t see for the life of me what prejudice there is to 
your cause or your interests, Mr. Lea, to admit that. It seems so completely 
satisfactory. I don’t know what your object is. It would save a lot of time. 


The Witness: It is 23 there. 


By Mr. Sommerville: 
Q. Yes, on the page following that, the kilns add up to 23?—A. I have 
not counted them. 
Mr. Lane: What is the name? 
Mr. SOMMERVILLE: Vandenburger. 
The Witness: That is correct. 


By Mr. Sommerville: 


Q. And on the page opposite Vandenburger they add up to 27 under the 
name of Jack Hunt?—A. That is correct. 

Q. Let us go back to Birdsall—A. All right, sir. 

Q. Under Birdsall, how many kilns are there?—A. 14. 

@. And there is no figure qpRosite to that?—A. No. 

Mr. LANE: Yes. 


The Witness: There is 25 down there. 


By Mr. Sommerville: 


Q. Well, there is no figure opposite to the 14 kilns; it is blank?—A. Yes, 
it is blank. The same things applies all the way through, some are added and 
some are not, just as I said a while ago. 
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Q. And the figure 25 at the bottom of the page, I suggest to you, refers to 
the price, because there is no price on Birdsall’s at the right hand corner?—A. I 
could not say. As I have said before, I didn’t even know they had any price on 
their books, sir. 

(. All right. We will stick to Vuylsteke. The Vuylsteke figures at the top of 
the page show that crop of 30 kilns was worth 26 to 27 cents?—A. Those figures 
that he has don’t mean anything to me. 

Q. They don’t mean anything to you. I will show you what they mean in 
a few minutes. Look farther on at the blank page at the back where he has an 
index as to how he arrives at the grades— 

Mr. Lane: Can we borrow your book? 


Mr. SOMMERVILLE: Perhaps you have not got it. Don’t lose the place for 
me. Just tell me what are those figures on that blank page at the back of the 
book, or towards the back of the book that I handed to you, of Wilson’s book. 
You have got that, have you? 


Mr. Lane: Yes, that is correct. 


By Mr. Sommerville: 

Q. Now, on that blank page are these figures, F. 36?—A. Yes. 

Q. G. 32?—A. Yes. 

Q. GM 28?—A. Yes. 

Q. And M 25?—A. Yes. 

Q. And all other 20?—A. Yes, sir. 

Q. Now then take Vuylsteke’s figures on that basis. I will give you the 
sheet so that it is very simply compared, and you find that Vuylsteke had no 
fancy whatever?—A. No, no fancy. 

Q. He had five “good” figured at 32, that would be 160; and he had 12 
“good medium” at 28, 336; and he had 10 “medium” at 25, 250; and 3 “com- 
mon” at 20, sixty; and that totals up to 806, and divided by thirty, gives you 
26.9?—A. I could not tell sir, I did not even know these figures were in the back 
of the book. | 

Q. You did not know?—A. No. 

@. Well, that is the key to the whole book?—A. It will still give him a top 
price of 36 cents. 

Q. Now Mr. Lea, that is not something you thought about yourself, Mr. Lane 
suggested that. There was no fancy in the whole book from beginning to end, 
so there was no top price of 36. This is the key by which he arrives at his price? 
—A. I could not answer that question, I do not know anything about the key. 


By the Chairman: 


Q. You were with Mr. Wilson?—A. I was with him, yes; but I did not pay 
any attention to the book. 


By Mr. Sommerville: 


Q. Did you not consult with him as to what was the price or the value of 
the kilns that you were buying?—A. I left it entirely with him. 

@. Then you were not doing the buying, he was doing the buying?—A. Of 
course he was. 

Q. Certainly, he was buying according to his book?—A. As far as I know 
I do not know whether he was buying by his book or not. 

Q. Well, let me have that sheet back and we will put that in?—A. I did not 
even know he had a key. 

Q. We have got the key to the other books. 


Mr. Youna: I do not understand where you get that 32 cents top price in 
1930. 
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Mr. SoMMERVILLE: It is an arbitrary key by which the various buyers 
settled, for their own satisfaction, what was to be the value of a crop. Some 
may have 30, and the top price will be 30 between medium and good, and that 
is top price; but they pay something above for fancy, and something below. 

Mr. Youne: That is a premium. 

Mr. SommeErRvILLE: Yes. In arriving at their own estimate of what is the 
price; and having done so they put a pencil price on the book you see to guide 
them in the purchase. 

Mr. Youna: Did they ever pay this premium? 

Mr. SOMMERVILLE: Oh no; it is an average for the whole, and the average 
arrived at on that basis was 26.9. 

Mr. Factor: You mean, it is a means of calculating an average. 

Mr. Youne: I understood you to say that there is a 32 cents there; that 2 
cents represented the premium that the buyer thought that tobacco was worth 
over the market. 


Mr. SOMMERVILLE: No, I do not think that. I say, Mr. Young, in arriving 
at an average price which he will estimate for that crop he fixes in his own mind 
the top price as between medium and good, and then something above that and 
something below that for the various grades; and he notes the number of kilns 
in each grade which will enter into the calculation, and he arrives then at this: 
figure of 26.90, being the price that ought to be paid for the whole crop on the 
average. 


The Witness: That system won’t follow all through, will it? 


By Mr. Sommerville: 
Q. Yes, with all of these it will follow through?—A. All of those books? 
Q. Yes? 
Mr. Lane: Not all of these books, Mr. Sommerville. 
Mr. SoMMERVILLE: I am talking about this book. 


Mr. Youne: It looks as though the head buyer is questioning counsel for 
the committee. 


The WiTNEss: It is all new to me, sir. 
Mr. SOMMERVILLE: Oh Lord love me, he says this is all new to him. 


Mr. Youne: I do not see the way they fix the top price between medium 
and good; why do they not fix the top price on fancy? 


Mr. IusLEy: Because there will be no crop that is fancy. 

The CHAIRMAN: Gentlemen, let us proceed with the examination of the 
witness. 

Mr. Kennepy (Peace River): It seems to be like the premium on hogs. 

The CuHarrMaAN: Mr. Sommerville, go on with the examination. 


By Mr. Sommerville: 


Q. Whatever is the reason for it, that is ah system, Mr. Young; what I 
propose to show is that this system has been followed in the purchase the first. 
day and the second day, but after a certain visit to Montreal that system rapidly 
changed and the 24 cent crop was bought for 15 cents; and that is the object. 

The Witness: I can also point out to you, sir, after the trip to Montreal I 
bought 68,000 pounds at 24.60. 

Mr. SOMMERVILLE: And there is a reason for that, Mr. Lea, which I will 
point out to you later. 

The Witness: All right, sir. 
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By Mr. Sommerville: 


Q. Now, Mr. Lea, the Vuylsteke purchase was made on these figures of 
Mr. Wilson; he says from 26 to 27 cents on the corner of the page?—A. That is 
what he has there, sir. 

Q. And he purchases that crop at 27 cents?—A. That is correct, sir. 

Q. Now then, look at Vanderburger and you will find the same thing?—A. 
Is that on the opposite page or is it over further. 

Q. Over further. Now, Vanderburger has 27 kilns, and the 27 kilns —— 


The CuatrMaN: Is that right; you are not getting an answer. 


By Mr. Sommerville: 


Q. Is that right?—A. I am trying to find out, sir. 

@. Just the page beyond Vuylsteke?—A. Which one, Mr. Sommerveille? 

Q. It is the very next page?—A. 27 acres of it. 

Q. 27 acres “ good,” 27,000 pounds; and in the top of the page “25 to 26 
cents” is the pencilled note of Mr. Wilson; and the number of kilns is 23, and 
you bought that crop for 26 cents?—-A. Yes. 

Q. 27,000 pounds?—A. That is correct, sir. | 

@. Now, when you went to Montreal and came back again the following 
week, were you with Mr. Wilson then?—A. No, sir. 

(. You were buying alone then?—A. That is the only day I was with Mr. 
Wilson. 

Q. You were buying alone then?—A. No, with another buyer. 

Q. With another buyer; and did you give instructions then to Wilson as to 
what he was to pay for the crop?—A. I did not, sir. 

Q. Who gave the instructions?—A. I could not tell you, sir. 

Q. What instructions did you bring back from Montreal at the end of the 
week?—A. Instructions that I brought back from Montreal? 

Q. Yes, as to keeping down the price?—A. I conveyed Mr. Buell’s message, 
that we had agreed before we left Montreal to arrive at an average of less than 
24 cents, we had to continue to buy some common or medium tobaccos at a 
much lower price to arrive at that average. 

@. Yes, and was it not a fact that you had to buy not common and medium, 
but good tobacco, to get down to that price?—A. That is a matter of judgment. 

Q. Judgment. Well, we will see how good that judgment is. Now, look at 
Jack Furlong and Brother, October 20?—A. Is that just over? 

Q@. That is & to 10 pages before that?—A. I have it. . 

Q. Fifteen acres “ good,” ten acres ‘medium rough ”?—A. Yes. 

. 25,000 pounds altogether; and the price in the top corner in pencil, 24 
cents?—A. I see the figure there. Ido not know whether that indicates price or 
not. 

Q. But you see a figure which is similarly placed to the others?—A. Placed 
similarly to the others, yes. 

Q. And out of that there are 18 kilns; and you pay for that 15 cents?—A. 
Mr. Wilson did, I did not. 

Q. Mr. Wilson paid 15 cents, for what had been his estimate of 24 cents 
when making up the books?—A. I can’t say, sir, I could not say whether he had 
that estimate or not. 

Q. Then look at Hagerman—two or three after that? 


Mr. Iustey: Mr. Sommerville, does the key indicate that 24 cents will be 
the value of that crop? 

Mr. SomMERVILLE: The key indicates that 24 would be the value of that 
crop, the same key applied to the same grade. 

The CHAtRMAN: In the same book. 
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Mr. SoMMERVILLE: It indicates that the value of that crop was 24 cents. 


Mr. Iustry: Then there is no doubt in the world that the 24 figure refers to 
the value of the crop. 


By Mr. Sommerville: 


Q. Now, look at Hagerman?—A. I haven’t found it yet. 
Q. It is four or five after the one I gave you—Furlong. 
Mr. Lane: Who is the other name on it? | 
Mr. SomMERVILLE: This says H. Hagerman is the owner, and there is Lafol- | 
lette. . 


Mr. Lane: Twenty-three kilns, is it? 


By Mr. Sommerville: | 
Q. You have got it now; and H. Hagerman that page reads: 27 acres good, — 
30,000 pounds, owner H. Hagerman, 23 kilns graded; and the price indicated at — 
the top of the page is 24 cents, and you paid that for it; is not that right?—A. 
I could not say. | 
Q. The figure at the top indicates 242A. Not as far as I know, sir; I do 
not know about these figures. 
Q. There is a figure 247A. Yes, there is a figure there. 


By Mr. Factor: 


Q. I just wanted to ask him about that, I have no doubt in my own mind 
about it; did you not discuss with Mr. Wilson the estimate price for the crop? 
—A. I was not with him when this crop of tobacco was bought. 

Q. You did discuss that with Mr. Wilson, didn’t you?—A. I could not recall. 
I do not remember. 

Q. But you went around with Mr. Wilson, didn’t you?—-A. Only on the first 
day, sir. 

Q. Yes, and did you not discuss with Mr. Wilson the estimate of the price 
you were to pay?—A. Sure, I discussed it with him. 

Q. And you did not arrive at a certain figure as an estimate?—A. Sure. 

Q. And you did not know that Mr. Wilson put that estimated figure in his 
grading book?—-A. No, sir, I did not. 


By Mr. Ilsley: 

Q. I imagine that when you and Mr. Wilson were talking together about 
what you were going to say that he would take his little book and would say, 
Now we can afford to pay this man 24 cents?—-A. That does not apply all the 
way through, sir; only the opening day. 

Q. When you were talking about how much you could afford to pay, he 
would surely pull out that little book?’—A. We always look at the tobacco, not 
at the book. 

Mr. SoMMERVILLE: Then there was not any object in keeping the book. 

The CHariRMAN: What was the object of the Imperial Tobacco Company 
keeping a large staff going all summer visiting these farms and keeping track of 
the growing crop? 

Mr. SommervitLE: And then going four weeks in succession and looking at 
the kilns. 

The Witness: To locate the most desirable crop. 

The CHarrMANn: And getting a record on all the crops. 


The Witness: Supposed to be a record; but there is such things as buyers 
grading altogether different. I have seen a crop— 
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By the Chairman: 

Q. Is this, or is it not, an estimate of the officers of the company as to the 
condition of the crop?—A. Is this an estimate. 

Q. On the condition of the crop reported in these books?—A. It is supposed 
to be, sir. 

Mr. SoMMERVILLE: And by the accredited buyers and inspectors of the 
Imperial Tobacco Company. 

The Wirness: Sure, but all buyers make mistakes. 

The CHarrman: We know that, every human being does that; but why 
quibble. 

Mr. Lane: He is not attempting to quibble, Mr. Chairman; simply this is 
foreign to the common practice of buyers, it will not be substantiated in any 
other product. 


By Mr. Sommerville: 

Q. Don’t bother about the methods of other buyers, we will get that later if 
we can’t get that here. I asked Mr. Gregory to come here and he refused to 
come, but we have subpoenaed him?—A. Maybe he could tell you more about it. 

Q. Now, Hagerman’s shows 27 acres “ good”; 30,000 pounds; kilns all 
graded—23 kilns, and if you work these 23 kilns out by the key that is in the 
book you get a figure of 24 cents?—A. No, 25 cents. 

@. You are right, you get a figure of 25 cents; and they put at the top 24 
cents; and you bought that crop for 18 cents—\W hy?—A. I can’t tell you, sir, I 
was not with Wilson. 

Q. Wilson was following instructions, and this was the day after you came 
back from Montreal?—A., Possibly if I had been with him he would not have 
bought at 18 cents. 

Q. He would have bought at less?—A. No, possibly more. 

Q. Did you reprimand anybody for paying less?—A. I have raised the price 

of lots of buyers. 
| Q. In 1931?—A. Yes, sir, I certainly have. 

Q. I think Mr. Gregory was in charge of that buving? At any rate, on 
the day after you got back from Montreal, this was bought for 18 cents?—A. 
I think your record shows that. 

@. And Wilson’s estimate was 24 cents. Now look at Roseheart, that is 
toward the middle of the book? 

Mr. Lane: Did he read, that the crop had been bought at 14 cents? I 
don’t see it. | 

Mr. SoMMERVILLE: If you don’t I will show it to you on the record. IT 
cannot tell you the number of the sheet, but here it is, and look at the next one 


Mr. Lane: The next one to it. 


By Mr. Sommerville: 

Q. Settle on that Hagerman, you paid 18 cents for?—A. 18 cents for 30,000 
pounds. 

@. Now look at Roseheart while it is there and agree on the price that 
you paid for him. What amount did you pay Roseheart. Look at the sheet?— 
A. Roseheart 16 cents. 

@. Roseheart you paid 16 cents on the same day; and you bought 32,000 
pounds from Roseheart of Aultsville at 16 cents ; and if you work it out on 
the grading in the book according to the key which Wilson has provided, the 
price that Wilson would put on that is 24 cents?—A. I could not tell you on 
that key, sir, I did not even know it was there. 
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Q. Can you tell me why a 24 cent crop was bought for 16 cents?—A. No 
sir, I cannot tell you, because I was not there when he bought it; possibly I did 
not agree it was a 24 cent crop. 

Q. All right, you will work it out and then if you do not agree we will 
see what it is?—A. I could not say it until I see the crop. | 

Q. Then you can’t agree even if it works out on this basis? —A. As I told 
you, sir, the key did not mean anything to me, I did not know the key was in 
the book until you brought my attention to it. 

Q. I think there are a lot of other things that you did not know were there. 
This statement is an exhibit showing the working out of that. At any rate, it 
is quite apparent Mr. Lea that the price of that crop dropped very rapidly after 
your return from Montreal?—A. From Wilson’s book it appeared that way. | 

Q. From all of your purchases?—-A. No sir, our average is more than that; | 
we can show that. | 

Q. What would you figure the first week?—A. The top price of 30 cents. 

Q. You got down, your average the first week was how much? 


Mr. Lane: Is that the first day, or the first week. 
Mr. Lea: The first day was 27.59. 


By Mr. Sommerville: 

Q. No, it is the first week I am asking about. But, all right, we will take 
it on the first day and follow through that week. Take it on the first day, Mr. 
Lea?—-A. 27.59. 

Q. On your second day?—A. 26.20. 

Q. Your third day?—A. 23.02. 

Q. And the fourth day?—A. 20.26—that was October 10. 

Q. That is, in four days you got your average of 27 down to an average of 
20?—-A. You must remember that we always try to buy the best crops on the 
first day—in the first three days. 

Q. But even excepting that you did not pay your top price the first day?— 
A. No two crops are exactly alike. 

Q. Now then, what was the average the next day?—A. We bought 54 per 
cent of the total in the first few days. 

Q. In the first week you bought 57 per cent?—A. No, 63 per cent. 

Q. All right, the first week you bought 63 per cent; what price did you 
get down to on the fourth day?—A. 19-12 it seems here, I was not there that 
day. 

Q. Where were you that day?—A. I was going to Montreal, sir. 

Q. Yes, and then?—A. On Monday, the 12th, I was right back at Delhi, I 
was at the factory that afternoon—we were opening the following day and I 
did not go into the country. 

Q. What was the average on the Monday. that you arrived back from 
Montreal, that is the sixth day?—A. 17-86; on the 13th it was 19-90. 

_ And then the next day?—A. 16:67. - 

_ And the next day?—A. 16-26. 

_ And the next day?—A. 17°25. 

_ And the next day?—A. 17-44. 

_ And the next day?—A. 16-71. 

And then the next?—A. Up to here we got 90 per cent of our purchases 
in the Delhi district. 

Q. In the Delhi district, you had not transferred your operations to Leam- 
ington then?—A. No, sir. 

Q. And the next day?—A. I gave you the 20th, didn’t I? 

Q. Yes. Now, the next day?—A. 15-60. 

Q. And the next day?—A. 16°89. © 
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Q. And the next day?—A. 23-23. 

Q. What date was that?—A. On November 11th. | 

| Q. Now, you entered your purchases for a time on the 2ist October; on 
_ the 21st, when you ceased purchasing what was the average price you paid on 
that day, October 21st?—A. 15-60. Our average up to that date was 23-09. 

a Q. All right, we will get that in. You had 15-60 when you ceased on the 
| 21st. You did not buy the following week?—A. Yes, sir. 

| Q. For that week, and after that week, you did not buy?—A. It is split 
_ between the 21st and the 29th, we resumed; we began buying in Leamington. 
| Q. On the 9th?—A. Yes, sir. 

@. And between these dates you had received an order for a million pounds 
_ from the Imperial of Great Britain?—A. Yes, sir. 

pI @. And having received that order you went out and bought an additional 
amount, you bought altogether about 800,000 pounds?—A. Approximately. 

. Mr. Kennepy (Winnipeg): Can you place the date of that order, Mr. Som- 
_ merville? 

| Mr. Sommervitie: The order was received during the early part of Novem- 


“ber. 
By Mr. Sommerville: 


@. Apparently there was not very much of a surplus then when you found 
it necessary on receiving an order for a million pounds to go out and buy another 
million pounds?—A, Yes, sir, there was lots of tobacco, lots. And there is a 
lot of tobacco you have reference to, there is the tobacco that I bought from 
the Lake Erie Tobacco Company. I had never seen this tobacco and I had 
been advised that it was the best tobacco grown in the north, which I found 
_ contrary to my judgment. 
le Q. And that was Mr. Kingstone’s tobacco you went down and saw?— 
_A. I purchased that in November and paid as high as 27 cents. 

5 Q. Yes, I know you did. After ceasing your buying operations then— 
from the average prices that you paid on your day-to-day purchases, you 
stopped at 15-60. Now, what did you start in again at?—A. November 9, 16-89; 
November 10, 23-22; November 11, 16-42; November 12, 14-58; November 13, 
23-96; November 21, 21 cents; November 28, 25 cents; December 2nd, 22-80. 

; Q. Now, Mr. Lea, I suggest to you that the condition has become gener- 
ally worse in the buying season of 1931, and when you got down to 15-60 the 
growers appealed to the Department of Agriculture in Ontario and they 
-announced they were going to help the growers, and that was the reason that 
the market stiffened?—A. Was that 19—. 

| Q. 1981?—A. I thought that was in 1932. 

bs Q. In 1932 they gave the money; but in 1931 you had the direct announce- 
“ment that the Department of Agriculture would intervene ; I suggest to you 
that that is the reason you increased the price?—A. It did not have any affect 
on me. 

Q. It did not have any affect on you?—A. No, sir. 

| Q. All right, then, what was the reason? What was the reason you went 
from 15 cents to 23 cents?—A. Because we found better tobacco in the field than 
we thought was left there. 

Q. If that is so, why did you buy “ 24” for 24 cents instead of paying 16 
Cents and 18 cents, during the first week according to Wilson’s book?—A. I 
have stated to you, I was not with Wilson when he bought it. 

_Q. You knew what was being done by your buyers right along the line?— 
A. I did not have every buyer? 

| Q. Did you not bring back instructions from Montreal that they must 
keep down the price, that the average was too high, and they must reduce the 
‘price paid?—A. I just stated that we had to get under 24 cents average; and 
we had to buy more common and medium tobaccos to bring it from where we 
started at. 
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Q. And I suppose you would not resist the temptation to buy good 
tobacco at a price that would bring it down to 23 cents?—A. I never fail to 
buy good tobacco, I like good tobacco; but if you have got common tobacco 
vou have always got common prices for it. 

Mr. Factor: What kind of tobacco is this “24 cent estimate” that is. 
sold for 18 cents? | 


By Mr. Sommerville: 
Q. Yes?—A. I do not recall ever seeing that crop, sir. 
The CuatrMan: The record will show it. 


By Mr. Sommerville: 


Q. You are talking about common tobacco: let me show you what you 
bought in that crop in 18 cents—and that should be common tobacco, shouldn’t | 
it?—-A. I think that is pretty high for common tobacco, 18 cents. | 

Q. Let me tell you what you got: you got 5 kilns of good tobacco, you got 
12 kilns of good medium tobacco, you got 10 kilns of medium tobacco, and you | 
only got 3 kilns out of 30 of common tobacco; and for that you paid 18 cents? 
—A. Whose crop? | | 

Q. I am speaking about Hagerman’s crop. | 

Q. You are not buying any common tobacco for 18 cents?—A. Evidently 
Mr. Wilson thought it was common if he did not pay over 18 cents. | 

Q. You do not expect us to believe that. | 

By Mr. Sommerville: 

Q. Do you mean to tell me, after Mr. Wilson had examined every kiln 
and written the grade in the book that he went out and thought he was buying 
common tobacco? | 


Mr. Factor: Do not try to give an explanation for that. | 
Mr. Sommerrvitte: I do not think there is any use in following that any 
further. | 
The Cuarrman: Not a bit. | 


Mr. SommervittE: Well, I have only taken one book, and it was picked 
up at random. The others, I am told, figure out on different scales, and dif- 
ferent methods, but they arrive at the same result. | 


Wirness: Here is one that has not got anything at all on it. 


By Mr. Sommerviile: 
Q. No, it has not, but there is another basis for arriving at it?—A. No 
other basis in this book. , 
Q. You do not know it, at least?—A. No. ) 
Q. Some of the growers are in a position to know, apparently, what the 
indices are in the book that show us what the values are. Now Mr. Lea, when 
you came back from Montreal, I am told that you announced to the buyers 
that you were going to show them how to buy tobacco, and they must buy it 
cheap?—A. I don’t remember. 
Q. Is that true?—A. That is without foundation. I do not remember 
anything about it. I might have sir, but I doubt seriously whether I did say it. 
Q. What would you say to them, after coming back from that conference 
in Montreal; in your own language, what would you say?—A. I have just 
stated to you, sir, that we have to buy common and medium tobacco, to arrive 
at an average under 24 cents. 
Q. When you found they were buying 27 kilns out of 30 that were better 
than common, did you suggest for a moment that the farmer be given a squarer 
deal?—A. Surely. 
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Q. Hagerman, for instance?—A. As I said, I did not see the Hagerman 
crop; I do not remember anything about it. 

| Q. You knew they were buying better than common for the price they 
were paying?—A. I hope so. 


By the Chairman: 

| Q. Is it not clear that Mr. Wilson had noted 24 cents as a fair price for 
good medium and medium kilns?—A. His book appears that way. 

| Q. It appears that way?—A. Yes. 

4 Q. That is a reasonable assumption. The fact is he paid 18 cents?—A. 
‘Yes, sir. 

Q. And it included good, good medium and medium?—A. Before the 
tobacco is got out, sir. 

Q. Well—A. This tobacco has to be taken to the plant. 

| Q. The notation of the price is on the book?—A. That is only a guide, sir, 
‘that book there. 


By Mr. Sommerville: 
Q. It was a pretty good guide for 20 years, but not a good one in 1931?—A. 
‘I was not here before that. 
Q. Thank goodness for that. I say that from the bottom of my heart, Mr. 
‘Lea. I want to ask you did you——A. I was not asked—in other words, I did 
not ask to come up here either, sir. 
‘ Q. I would like to know who sent for you and the growers would like to 
| Know. 
| Mr. Lane: The Imperial Tobacco Company sent for him. 
Mr. SoMMERVILLE: I see, Mr. Lane. 
Mr. Lane: That is the answer. 


By Mr. Sommerville: 
Q. Did you, in Tillsonburg, walk into the hotel where your buyers were 
gathered, with a sample of tobacco in your hand, and say to your buyers: “ What 
do you think of that?” Wait a moment until I finish—A. All right. 
| You can answer as you wish. “ What do you think of that”? And they 
said, “It looks like 22 cents.” And did you say to them, “I just bought that 
from a boy who is putting himself through college for 14 cents, and you fellows 
had offered him 24 cents, and he refused it, and he took his medicine like a man.” 
_—A. I do not remember ever making such a statement as that. 
Q. Will you swear you did not say it?—A. Yes, I will swear it. 
| Q. Mr. Robbins, will you step up here? Mr. Lea, -you just step aside for a 
_ moment, and we will clear up one thing at a time?—A. I do not recall it. 
The CuarrMaAN: You said you did not say that. 
Mr. SomMeERVILLE: Did you say that? 
The Wirness: No sir, as far as I remember, I did not say that. 
Mr. Kennepy (Winnipeg): That is a different answer. First you said you 
do not remember; then you said on oath you swear you did not say it. These 
| are two different statements. 
The Witness: Well, I do not recall it at all. 
Mr. Kennepy (Winnipeg): That is another story. 


By Mr. Sommerville: 
Q. You may have said it?—A. I might have said it, but I do not recall it at 
all. I do not think I did say it sir. Furthermore, I do not remember ever taking 
any samples to Tillsonburg; of course I usually take samples to the office. 
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Mr. Kennepy (Winnipeg): I draw the attention of the committee to this: 
He does not change his statement until there is a witness called to give direct 
evidence. 

Mr. SOMMERVILLE: Just sit down, Mr. Robbins, because it may be necessary 
to have your evidence. 


By Mr. Sommerville: 


Q. Then, may I put this to you, Mr. Lea: Did you make this statement: “TI 
do not see why these tobacco growers drive up to see me in a Buick car; they 
have got no business doing so”?—A. No, sir. | 

Q. “I will put them back on their feet’?—A. No, sir; I do not recall ever 
saying that. 

Q. Will you swear you did not?—A. Yes, I will swear I did not say that. 

Q, Did you say, “I will have the tobacco buyers going back driving horses 
and buggies”?—-A. No, sir, I did not say so. 

Q. Gan you tell me— 

Mr. Senn: Tobacco growers. 

Mr. SomMeERVILLE: Did I say tobacco buyers? 

Mr. Senn: Yes. 


By Mr. Sommerville: 

Q. Did you say any such thing about the growers?—A. No, sir, I never. 

Q. Can you give me the slightest reason why anybody should repeat such a 
thing on you?—A. I cannot tell you, no sir. You can hear most anything up 
in that country. | 

Q. Can you?—A. You bet your boots you can. 

Mr. Kennepy (Winnipeg): Is it he does not remember saying it, or that 
he swears positively he did not? 


By Mr. Sommerville: 


Q. Do you remember saying that, or is it just that you do not remember 
saying it?—-A. I will swear I did not say it, sir. 

Q. You will swear you did not say it?—A. Yes. 

@. Did you say to the tobacco buyers, as you brought in your samples, “I 
will teach you fellows how to buy tobacco,” as you showed them the 25-cent 
tobacco that you had bought for 15 cents?—A. I might have said that, sir, at 
the factory, but not at the hotel. | 

Q. I do not care where you said it. Is that what you said to your buyer?— 
A. No, sir, not 25 cents at 15. 

@. 22 cents at 15 cents?—A. Well, 15 cents is all it is worth, if I paid 15. 
cents for it. 

Mr. Factor: That is not an answer. 

The CHarrMAN: You do not deny having said it? 

The Wirness: What is the question? 

Mr. Iusuey: I do not-understand that question. 


By Mr. Sommerville: 


@. Did you go into your crop buyers and show them tobacco which they 
said was worth 24 cents, or 25 cents, and say to them, “I will show you how to 
buy it; I bought it for 15 cents’?—A. I reeall showing some tobacco to Mr. 
Gregory at the plant in the office, and I think he priced it at 18 cents, 20 cents, 
22 cents. I said I bought it for 18 cents. 
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Q. That is a new one. I will have to ask Mr. Gregory about that one, but 
I have heard a good many others. Is there anyone else you showed it to?-— 


A. Not as far as I remember. 


Q. Was it not your practice during the whole buying season to take those 
samples to your buyers and impress upon them that they must buy that tobacco 
on your basis?—A. I did that, certainly, to get uniform buying throughout the 
district. 

Q. Uniform buying down to your level; is not that a fact?—A. That 1s 


unfair, sir. I had to carry out instructions, you see. 


Q. Whose instructions, Mr. Gregory’s?—A. Mr. Buell, and assist Mr. 
Gregory. 

Q. I beg your pardon?—A. And assist Mr. Gregory in buying. 

Q. Now, then, let us clear up the 1931 matter. There was a good deal of 
complaint that year, was there not, about the buying methods and the prices 
being paid?—A. I think it is still being complained of. 

Q. There was in that year, 1931?—A. As far as] know. I understand there 
is considerable. 

Q. Was there in 1931?—A. I understand so. 

Q. And did it become acute in 1932?—A. No; I think the tobacco was 
bought nearer to the value in 1982. 

Q. Although you bought it on an average of 17 cents—nearer to the value, 
the value of what?—A. The value of the product, considering the quality sir. 

Q. The quality?—A. Yes. 

Q. The finest quality ever produced in Canada was produced in 1932?—A. 
I think so; the best I have seen up here. | 

Q. The better the quality the lower the price?—A. It appears that way sir, 
due to over production. 

Q. No. You were saying it was bought according to quality? Do you 
want to change it now and say it was bought according to quantity ?—A. On 
account of so much tobacco being up here. 

Q. Which of them do you want to stick to, the one or the other?—A. 


Quality. 


Q. Quality?—A. And quantity too. 


By Mr. Ilsley: 


Q. What top price were they working on in 1932?—A. 24 cents down, and 
in 1932 we bought four and a half millions around 20 cents. We tried to hold 
the price until some other buyers came in and put their price to 18, and naturally 
we had to come up to buy along with them. 

Mr. SomMERVILLE: You must have been ruined by those other buyers?’ 


By Mr. Factor: 
Q. Did you receive any complaints from the farmers about the 1931 crop 


and the low price you were paying them—you personally?—A. No, sir, I did 
not, personally. 
Q. They never appealed to you about receiving a low price?—A. Never 


came to me about it. 


By Mr. Sommerville: 


Q. Mr. Lea, when you went in to buy from the farmer and his wife, did 
you find that the women actually wept at the price you offered?—A. One of 
my buyers was telling me of one of those Belgian women who wept when she was 
offered 28 cents for it the first day. Naturally they like to get the top price 
or— 
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Q. I am asking you about your experience?—A. Possibly I have seen some 
of them weep. 

@. Did you ever buy any tobacco from those Belgian women? 

Mr. Factor: You do not think the Belgian woman is a human being? 


Witness: Yes, I do, I think they are the best people up there. They are 
very good growers. 

By Mr. Sommerville: 

@. Did you get to the point where you said to the husband, “ You will 
have to have your wife go into the house—’?—A. I might have said that. 

. “—because I cannot stand her weeping.”—A. No, I never like to see 
& woman weeping. 

(. There is something at any rate, that touches your heart. Now then, 
in 1932, the crop was ready a couple of weeks earlier than usual by reason of 
the new type that was being grown?—A. Yes. 

(. And it was cured and ready for harvesting, is that right?—A. Yes. 

@. And did you, at that time, delay the opening of the market with a 
view to depressing the market?—A. No, Sirs. badid, not: 

Q. And when you did open the market, you opened it at a top of 24 cents?— 
A. Correct. 

). On the first day the average price was 22-40 cents?—A. Correct. 

Q. The second day you got it to 20-90 cents?—A. Correct. 

Q. The third day to 18:54 cents?—A. Yes, sir. 

@. The fourth day to 16-2?—A. That is the statement. 

@. On October 31, to 16-04 cents. Did you consult with Mr. Harrison 
about the price of the crop at that time?—A. No, sir. 

Q. Did you consult with him at any time?—A. No, sir. 

Q. Did you discuss the matter with him at any time?—A. No, sir. 

Q. On the 31st October did you talk with Mr. Harrison about the price 
of the crop?—A. Possibly I did that, for he was in Canada at that time. He 
made several visits up to Delhi. 

Q. As a matter of fact, Mr. Lea, Mr. Harrison registered at Tillsonburg 
with you that day, did he not?—A. I think so. He made several visits up there. 

@. He came up with you and Mr. Buell on the 31st October?—A. I think 
that is correct. 

Q. On that day. You had then the market open for five days with a top 
of 24 cents, and you had got it down to 16 cents, and on November 1, 16-61 
cents, and that was the day that Mr. Harrison went away, was it not?—A. I 
presume so. 

Q. And the next day you went out and celebrated it by bringing it down 
to 15-51?—A. No, it was not a celebration; it was a sad state of affairs. 

@. And the next day you got it to 14-02?—A. The statement shows that 
that is so. : | 

Q. And the next day to 13-42?—A. That may be true. 

Q. And the next day 14-22?—A. That may be true. 

Q. The next day 13-64?—A. That may be true. 

Q. We will finish this list. Next day 13-64 and the next 14°58; is that 
right?—A. I think that.is so. 

Q. Now, there was another practice indulged in in connection with the 
buying of the crop. Is it not a fact that you sent men out to buy the crop 
and then they came in. Instead of sending them out for the day to buy through- 
out the day, you sent them out to buy a crop here, and a crop there, and then 
they came in and you sent them out on another day to buy a crop here and 
there?—A. I have a policy for that. On the opening day sales, I remember 
we bought 1,000,000 pounds. 
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fot Yes, you did, you bought 1,300,000 pounds—A. About 22 cents, was it 
not! 

Q. Twenty-two cents—A. Yes. Then the next day, as I recall it, we 
bought around 2,000,000 pounds. 

Q. Yes, 1,900,000 pounds. Your memory is better on figures than it is on 
some facts.—A. 21 cents. 


Mr. LANE: Figures are facts. 
WitTNEss: Figures are facts. 


By Mr. Sommerville: 


Q. On the next day you bought a million and a quarter?—A. Yes. 

Q. From then on you bought small quantities?—A. Some of our friends 
or competitors started to buy at 18, and naturally it weakened the market. 

Q. You had been buying on the second day of your buying at 18 cents ?— 
A. There were bought some tvbaccos, I think, on the first day at 7 or 8 cents. 

Q. You got your average on the second day or the third day, at 18 cents ?— 
A. It depends altogether on the quality of the tobacco. 

Q. But Mr. Lea, you were just opening the market for the finest crop that 
had ever been grown?—A. Mr. Sommerville— 

Q. On the fourth day you got an average of 18 cents?—A. The biggest 
that was ever grown, and besides that, when you open the market, you find 
some common tobacco in the best crops there. 

Q. You were talking now about buying poorer quality on the 3rd day, but 
I am suggesting to you that you had not touched 10 per cent of the best of the 
crop?—A. Well, sir, you can buy some common tobacco in the best of the crops 
up there. In a good crop at 24 cents, you will get some tobacco out of that crop 
—we took some at about 4 or 5 cents. 

Q. You see, there was a 29,000,000 pound crop?—A. We bought 31 per cent 
in the first three days. 

Q. Four days really? 


Mr. Lane: Three days. 


By Mr. Sommerville: 


Q. You had a 29,000,000 pound crop or something like that, of the finest 
quality tobacco, and in the first three days you had about 4,500,000 pounds pur- 
chased?—A. Something like that. 

Q. You do not want this committee to believe that on the third day the 
reason for your drop was because you were buying a poorer quality of tobacco. 
It was because you were buying a good quality tobacco at a lower price?—A. 
Not as good tobacco as we bought on the first day. We tried to take up the 
finest crop. Some crops up there, the frost had killed the tips, and these are the 
crops we went after the first day. 

Q. You had then adopted the policy of buying a few 3rops?—A. We for- 
mulate the policy before we open the market, of buying so much each day. We 
knew when we started we could not lift but so much of the tobacco. Every 
buyer does the same thing, sir. 

Q. I know, but in 1931 you bought 63 per cent the first week?—A. I was not 
directing the buying that year. , 

Q. You bought most of it on the first day you did buy? Is it not a fact that 
if you prolong your buying over five or six weeks’ time, you soften the market, 
and make it easier— —A. It is a matter of opinion. 

Q. What is your opinion?—A. No. 

Q. Is that your opinion, or Mr. Lane’s, that he has passed on to you?—A. 
That is my opinion. 
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Q. What is the effect then of prolonging the purchases over a period of six or 
seven weeks on a big crop? Is that done to steady the market or to reduce the 
market?—A. It is to steady it. Supposing we were to come up and do the whole 
purchases for that year in a weeks’ time, and get out of the market, where would 
the rest of the crop of tobacco go? 

Q. Well— —-A. The other buyers knew we could not handle all that crop of 
tobacco. 

Q. There was enough for everybody?—A. That is right. 

Q. That effect would depend upon what you opened the market at?—A. 
Somewhat, but you will notice our average, and notice there is— 

(). I do notice your average, and it is the lowest average ever paid for 
a crop of tobacco, and it was the finest crop of tobacco ever grown in this coun- 
try. 

Mr. Lane: Others had paid a lower average. 

Witness: Mr. Sutherland’s report states that. 

The Cuamrman: Mr. Lane, we have no objection whatever to the witness 
referring to you for information about documents, and so on, but the witness 
must answer for himself. 

Mr. SoMMERVILLE: You never bought tobacco in your life. 

Mr. Lane: No, I have not. 


Mr. SomMERvVILLE: Let us talk to the man who has been buying tobacco; he 
is an expert. 

Witness: Not buying; I just want to correct you. 

Mr. Sommervitie: I do not think it was buying. 

Mr. Factor: You were the head buyer? 

Wrirness: In 1932, yes, sir, I was in charge of the buying. 


By Mr. Sommerville: 


Q. Then Mr. Lea, as a result of this panic that did exist in the tobacco 
fields, you had meetings of the Chambers of Commerce, you had wires to the 
Prime Minister of Canada and to the Department of Agriculture in Toronto, all 
protesting— —A. I understand so. 

Q. You would be thoroughly familiar with what was going on?—A. No, sir, 
I took all my time to look after our business. 

: - It didn’t bother you in the slightest what they were doing?—A. No, sir, 
it did not. 

@. Then, the Ontario government stepped in, did it not?—A. Yes, sir. 

Q. What did they do?—A. They did not do anything as I know of; they did 
not buy any tobacco that year? 

@. What did they do?—A. They did not buy any tobacco, to my knowledge, 
in 1932. They have some tobacco on hand now. - 

Q. Did they then definitely agree to support the farmers?—A. That is the 
opinion I have through the newspapers, sir. 

Q. As a result of that, is it not a fact that the price went up on the 9th 
November from 14 cents, on the 12th November from 15 to 17— —A. Not neces- 
sarily, sir. It depends altogether on the quality of tobacco that was being sold 
at that time. 

Q. By this time, Mr. Lea, everybody was in, and they were buying at a 
very much lower price, everything was going down?—A. Yes. 

©. How do you account for the increase in the price to 17 cents on the 12th 
November, and then to 18 cents on Monday, the 14th?—A. The only answer I 
can give you, sir, is quality. 

Q. Quality?—A. Sure. 
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Q. The quality was improving?—A. I do not hesitate to tell you sir, I 
bought crops of tobacco that the farmer said he was offered 14 cents for it, and I 
could have bought it for 16 cents, and I gave him 18 cents late in the season. 


By Mr. Factor: 

Q. I thought you said the best quality was purchased at the opening?—A. 
Quite so, Mr. Factor, but you cannot pick up every good crop of tobacco in that 
great big district down there. 

The CHAIRMAN: You cannot have it both ways, Mr. Lea. You cannot 
have it that the reason the price fell was that the good tobacco was gone and 
you were buying a lower grade tobacco; when the price rose two weeks after, it 
was because a lot of good quality tobacco was being bought; it is not consistent. 

Mr. Instny: He said he discovered some new high quality tobacco that he 
did not know was there, the southern crop, the Lake Erie crop. 

Mr. SoMMERVILLE: That was 1931. 

The Witness: That was 1931. It is a matter of impossibility to find 
every good crop in that section the first few days. 


By Mr, Sommerville: 

Q. At any rate the price did rise to 18-50’—A. What price? 

Q. The average—A. Some few crops were bought on that day. 

Q. Let us see some of those good crops. On the 21st you purchased 578,000 
pounds at 18-24. These are purchases you had made after two weeks, so it 1s 
not a small crop. 

Mr. Kennepy (Winnipeg): Are there other crops? 

Mr. SOMMERVILLE: 367,000 pounds at 14:02; 844,000 pounds at 13:40; 
330,000 pounds at 14-40; 413,000 pounds at 14 cents. 

Mr. Kennepy (Winnipeg): That is plenty. It shows clearly it was not just 
the tail end of the tobacco. 

The CuarrMAN: I do not think Mr. Lea would want any intelligent person 
to believe that. 

The Wirness: It was that. 


By the Chairman: 

Q. Were those quantities of tobacco that Mr. Sommerville just quoted of 
inferior erade?—A. No, it was not inferior tobacco by any means. There was 
some splendid tobacco sold at 14 cents, as I just stated. I came in contact with a 
number of crops that other buyers had offered 14 cents for, and I offered 18 cents. 

Q. I suggest to you that there were only two things you did— —A. All right, 
sir, 

Q. —that season that affected the market. The first was to delay the open- 
ing for a month?—A. I did not delay it, sir. 

Q. You were in charge of the purchasing then. Who instructed you on that? 
A. No one instructed me to delay the opening, none whatever. I had no 
instructions. 

Q. Who instructed you to open it?—A. Mr. H. P. Buell. 

Mr. Factor: When did you first come to Delhi to open the market? 

The CHAIRMAN: 1932? 


The Wrrness: As I remember, it was a couple of days before I opened the 
market. 
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By Mr. Factor: 

Q. That was your first time in Delhi?—A. That is correct, sir. 

Q. In 1932?—A. I was up there a number of times, right through the 
country, all during the season sir. 

@. When the crop matures—I understand it matures and is ready for the 
market at the end of September? Now, how soon after that did you go to Delhi 
to make arrangements for opening the market?—A. As well as I recall, I was 
there two or three days before the market opened. 

Q. Was that the first time you came up after the end of September?—A. 
No, I think I was up there the last of September, as well as I can remember; 
I cannot recall that. 


By Mr. Sommerville: 

Q. Can you tell me this: I am looking at a letter which Mr. Buell wrote 
to Mr. Reed, of the Imperial Tobacco Company of Great Britain and Ireland? — 
—A. Yes. 

(). Mr. Reed is the representative at Richmond, Virginia?—A. The Imperial 
Tobacco Company of Great Britain and Ireland has headquarters in Richmond. 

Q. He goes on to say that they are going to open their buying next week? 
—A. October 18. 

@. They are going to open the buying next week, and he suggests Mr. John 
Hutson meet you at Hamilton, and that you then go from Hamilton together? 
—A. Yes. 

(. Then he says, I think they should begin operations not later than 
October 16. “ Our Delhi organization will only be notified of these plans a day 
or two in advance.” Can you give me any reason for the secrecy in not letting 
the Delhi organization know anything about it?—A. We never let anyone know 
what our plan is going to be, until the time comes. 

Q. Remember now, you are a month later in opening, everybody is anxious. 
The whole area is in a state of wonderment. Here is the letter. It says, “ Our 
Delhi organization will only be notified of these plans a day or two in advance.” 
Why the secrecy in letting your Delhi organization know nothing about the 
opening day?—-A. I cannot—it is a custom of the company, as far as that is 
concerned. 

Mr. Kennepy (Peace River): Who is Mr. Hutson? 


_ The Wirvess: Representative of the Imperial of Great Britain and Ireland, 
sir. 


By Mr. Sommerville: 


Q. You give it as the custom, but they are calling attention to the fact 
that they are keeping it a secret when they were going to open the market?— 
A. We always do that. 

Q. You always do that?—A. Yes, since I have been up here, always kept it 
a secret until the night before they notified the buyers. 

Q. But other buyers had been in Delhi registered at the hotel and waiting 
there for weeks, for the opening of the market?—A. I cannot tell you sir, I 
was not there. 

Q. At Tillsonburg?—A. I was, at the time. 

Q. You had heard?—A. I had heard. 

Q. Here is the whole list of the buyers who were registered there, and waiting 
four weeks for the opening of the market, and you were keeping that a secret, 
but you cannot give any reason for it?—A. No, sir. The custom of the com- 
pany is never to notify the buyers until the day before the market opens. 

Q. And the second thing I suggest to you that you did, with a view to 
depressing the market in that year, was to delay purchasing and only buy a 
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small quantity each day over a period of five weeks, instead of cleaning it up 
like you did the previous year?—A. No, sir; the reason for doing that was 
simply to try to steady the market. I did not want to fill our requirements in 
a week’s time. 

Q. Would you get the product cheaper by staying off five or six weeks 
rather than filling it in one week?—A. Would you do what? 

Q. Would you get your product cheaper by buying over a period of six 
weeks rather than buying in two weeks?—A. I do not think it has anything 
to do with it. 

Q. You do not think it has anything to do with it?—A. With our average, 
no, sir. 

Q. In other words, a keen buyer cleaning up in two weeks would not pay 
more than a sluggish buyer over six weeks?—A. It is a matter of judgment. 

Q. Well, as a matter of fact, now, did it not work out in this way, that 
when you did not clean up in two or three weeks as had been your custom, 
did you not have the growers come to your door begging you to come and buy 
their crop?—A. Possibly, some of them, yes. 

Q. Possibly. You were there on the spot?—A. Yes. We had a number of 
them. 

Q. Yes. Lots of them. I am told there never was a day pass that you did 
not have plenty of them coming back?—A. I do not think there were many in 
1932, Mr. Sommerville. 

Q. Was it worse in 1933?—A. It was worse in 1931, as I remember, 

Q. You were only ten days. You would have 63 per cent in 1931?—A. 
I recall very well in 1931 these people broke their necks coming in. It had 
been a practice. The crop was small. 

Q. You bought very fast, 63 per cent in the first week. You were living 
up to your reputation in 1931. Now you are buying in such a way that you only 
bought 32 per cent the first week, 20 per cent the second week, 14 per cent the 
third week, 10 per cent the fourth week, 16 per cent the fifth week and the 
last week you bought 2 per cent?—A. Well, as I said a few moments ago it was 
an enormous big crop of tobacco. We felt we would have a better market if 
we had gone through with it. If we had completed our requirements in a couple 
of weeks’ time what would the tobacco sell for. 


Mr. Kennepy (Winnipeg): Do you mean that your concern was for the 
growers? 


The Wirness: Yes, sir; it certainly was. 
Mr. Instey: How could it help the growers to drag the buying out? 


Wrrness: In other words, we are large buyers as you know. You take our 
buying power out of the market a week or ten days, say a week, and had twice 
as much tobacco as we need don’t you think it would weaken the market if 
that got out? 

Mr. SommervituE: Not if you buy it nearly all. 

Witness: We could not buy it all. We could not buy over half of that 
crop—did not buy half of it. 


Mr. Kennepy (Peace River): Could you buy it by spreading it over the 
season? 


Witness: No, sir, I do not think we would. 


Mr. Instey: What good did it do to the buyer to drag it out if you were 
buying the same quantity? 


Mr. Sommervitte: All right. That will do, Mr. Lea; that is enough. 
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SYLVESTER Rogsins, called and sworn. 


By Mr. Sommerville: 


Q. You were for many years a representative of a plough company doing 
business in the Tillsonburg tobacco area?—A. Yes, for 22 years. , 

). And in that area you have carried on business until 1932?—A. Yes, 
December 31, 1931. ! 

Q. And, as such, you had occasion—.—A. No, 1932. I am wrong. 

Q. And, as such, you had occasion to visit the farmers through that area 
in connection with sales of machinery?—A. Continuously. 

@. In making your collections?—A. Collections and sales and credits. 

Q. You were interested, therefore, in what the farmer was getting for his 
crop?—A. Yes, sir; vitally so. 

Q. Vitally. And up to 1931, I understand, your sales and collections were 
very satisfactory?—-A, They were, very. 

@. And when it came to the month of January, 1931, there was very little 
on your books in that Ontario area?—A. Yes. January 31st. That is right. 
| Q. Did you have occasion to visit the tobacco growing area in the buying 
season of 1931?—A. Yes, sir. 

Q. And were you in the Arlington hotel in Tillsonburg on any occasion 
when Mr. Gregory and Mr. Lea were present in the fall of 1931?—A. Yes, a 
good many times. 

Q. Now, will you please tell this committee what you heard on any of the 
occasions when either Mr. Gregory or Mr. Lea was present? First of all, 
take Mr. Gregory. By the way, you made notes of some of these things, did 
you?—A. Yes, I usually made notes of any occurrences from time to time 
because I was reporting to our office continuously about the outlook and the 
prospects and so on. We had to keep in very close touch, 


By Mr. Factor: 


@. You made those notes at the time— A. At the time I heard the state- 
ments. 


By Mr. Sommerville: 


@. What did you hear as far as Mr. Gregory was concerned?—A. I heard 
Mr. Gregory. I was not eavesdropping. I was sitting at a desk writing one 
night at 11 o’clock and I was close to the telephone booth and there was 
probably no one else in the hotel without it might have been the proprietor and 
the night man. Mr. Gregory was close to the door so I could not help but hear 
his end of the conversation. He called Montreal and he was appealing very 
strongly to someone at that end about the price that was to be paid for tobacco. 

Q. For 1931?—A. The 1931 crop. He evidently was very determined that 
it should start out at 35 cents high and he worked away from half to three- 
quarters of an hour—perhaps an hour—and he came out of the booth without 
getting any satisfaction. That was very evident from the conversation I heard. 


By Mr. Factor: 

Q. Have you got the exact conversation?—A. The actual conversation. 
Mr. Gregory called Montreal. It is just notes as you would make them. I 
have not got the letter that I wrote the house concerning this. I no doubt: wrote 
the house the same thing anyway. 

Mr. Youne: You were writing this down while the conversation was going 
on? . 
The Wirness: After the conversation, immediately. 


PRICE SPREADS AND MASS BUYING 1673 


By Mr. Ilsley: 


Q. What was the date of this?—A. It is October 1931, the first of the 
month. It is a few days before Mr. Lea came into the hotel with some tobacco 
that he had bought. Just a few days previous to that. I have not the date— 
the day. 

Q. You haven’t the date marked on that?—A. No. 


By Mr. Sommerville: 

Q. Please proceed?—A. Mr. Gregory called Montreal, and my notes say, 
“The condition is panicky here and we have got to do something very shortly 
and I, in my opinion, 35 cents should be the price that we should start at as 
high.” 

Mr. Youne: What date was that? 

The Witness: October 1931, the first of the month. Some time about the 
first of the month of October. “It is my opinion that 25 cents is about right. 
It is an excellent crop” and that is the gist of what I noted. He, apparently, 
—J could tell by the sound of his talk—he was not getting much satisfaction. 
He came out. He left the booth, and he made a remark, “I am leaving tomor- 
row morning for Montreal.”—I think he addressed the hotel proprietor—* my 
feeling in the matter is that we should pay a little more for tobacco than what 
is being contended at the other end.” 

Mr. Factor: To whom was that statement made after the telephone con- 
versation? 

The Witness: That information? I believe it was to the proprietor. I am 
quite sure he and the night man were the only ones there, and myself—were the 
only ones there in the office at that late hour. He said, “I am going to Montreal 
in the morning.” He says, “ My heart is in this business; you know I am a 
erower as well as a buyer, and I hope I will return but probably when I do I 
may not be the manager.” 


By Mr. Sommerville: 

Q. He might not be the manager?—A. Yes. Now, that is all of my know- 
ledge of it at that time—of Mr. Gregory’s conversation. 

Q. What conversation did you hear otf Mr. Lea?—A. Mr. Lea came into 
the hotel in the late afternoon, if I remember right. I happened to be sitting at 
the desk and there was a number of people around, and he had a sample of 
tobacco in his hand and he was adressing some of his own men, I assume. 

Q. Buyers?—A. Yes. I did not know any of them. I did not know Mr. 
Lea at that time. I had never seen him before. 

Mr. Kennepy (Winnipeg): The Mr. Lea you are referring to is the one 
who has just finished his evidence? 

The Wirness: Yes, the gentleman who was here a moment ago. There he 
‘s over there. I had never seen him before. But he produced this tobacco, and 
he said, “ Boys, there is a sample that I bought for 14 cents.” 

Mr. InsuEy: When was this; what is the date of this? 

The Wrrness: That is October, about a week later than the other conver- 
sation. 

The CHAIRMAN: Shortly after the opening of the market? 

The Wrrness: Yes, shortly after the opening of the market. 


By Mr. Sommerville: 


Q. Yes, go on?—A. He said, “TI bought this crop for 14 cents though more 
money had been offered by one of my own men during the day.” He said, “ The 
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young fellow is putting himself through college and he is taking his medicine 
like a man.” That is the conversation I heard. That is all I heard. 

Q. That one of his own men had offered more money for it?—A. He said 
one of his own men had offered more money for it. 

Q. Have you a note of what his own man had offered?—-A. 24 cents is the 
note I have here. . 

Q. One of his own men had offered 24 cents and he had bought it for 14 
cents? 

Mr. IustEy: That very day? 

The Wirness: Just a moment. No, a few days previous. 


By Mr. Sommerville: 
(). Is there any other conversation that you overheard of Mr. Lea?—A. Yes. 
He says, “ You have got to drive the market down for us.” 


By Mr. Factor: 
Q. When was that?—A. The same time. 
). Addressing his own men?—A. Yes, his own men. “ This market has got 
to come down; those are my orders.” 


By Mr. Sommerville: 

Q. “ This market has got to come down; those are my orders”?—A. Yes. 

. Is there anything else you heard him say?—A. No, that is all I heard 
him say. That is the sum total. 

Q. That is the sum total of that. Now, later on, did you hear him or any 
other buyers of the Imperial talking about that market situation?—A. Yes. I 
heard two Imperial tobacco buyers talking in a dark corner of the street in Till- 
sonburg, the next day after word came from the Provincial House at Toronto 
that they were going to be assisted in the marketing of their crop. Colonel Tom 
Kennedy had been up to Simcoe the night before and he had held up some induce- 
ment—I do not remember the nature of it—and one of those buyers said to the 
other— 

Mr. I'actor: Was that about the 1931 crop? 

The Witness: This was the 1931 crop. That is probably in December— 
November probably. 


By Mr. Sommerville: 

Q. This is later on?—A. That is a little later on. 

Q. Mr. Lea was not present then?—A. Mr. Lea? No. 

Q. Was there any other conversation with Mr. Lea?—A. No. I had no 
conversation whatever with Mr. Lea at any time—never spoke to the gentleman 
until to-day. | 

Q. Now, Mr. Robbins, what was the effect—— 

Mr. Kennepy (Winnipeg): He started to tell about two buyers he heard in 
conversation. pi 

The Wirness: Oh, yes. 

Mr. SomMerviLLE: I do not know that we ought to introduce the evidence 
of some buyers. I wanted to have presented the evidence of Mr. Lea. I think 
it would be well to restrict ourselves. 

The CuarrMan: Yes, I think so. 


By Mr. Sommerville: 
Q. What was the effect upon the machinery collections of the drop in price 
of 1931?—A. Very bad. 
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Q. And what was the effect upon the sale of machinery in 1931 and 1932 as 
the result of the drop in price?—A. The sales dropped off to a mere nothing in 
1932. ; 

Q. And what was the general condition of the farmers as the result of the 
price they obtained; what was the general condition prevailing which you found? 
_-A, You mean of a panicky nature? 

Q. Whatever it was.—A. It was of a panicky nature, of course. They were 
very unsettled, and many of the Belgium fellows, whom we are sorry to lose 
because they are good fellows, gave up their holdings and left. 


By the Chairman: 
Q. That was after the opening of the market or the sale of the 1931 crop?— 
A. The 1932 crop that was. 


By the Chatrman: 
Q. That was after the opening of the market or the sale of the 1931 crop? 
—A. The 1932 crop that would be. 


By Mr. Sommerville: 

Q. Had any of the parties left as the result of the 1931 market con- 
ditions?-A. Yes, there were some left. 

Q. Some?—A. Yes. 

Q. In 1932 were there some?—A. Yes, I believe that there were, yes. I 
know that there were. 

Q. As the result of the conditions that prevailed?—-A. Why I am so sure 
about that, we had to repossess a lot of machinery that was left behind which 
we had never had to do before. 

Me Youxc: Is this the witness that heard about the automobile inci- 
dent ! 

The Wirness: No, no. That is not any information of mine. That is 
current gossip. You can get anything up there. I am going to agree with Mr. 
Lea that you can get anything up there. According to the country in general 
up there, for a time Mr. Lea and all members of machine companies should 
have been hung. 

Mr. Instey: Before the witness goes, it seems to me that if Mr. Lea or 
Mr. Gregory want to ask him any questions they ought to have a chance to do so. 

The CuHarrman: Mr. Lea can. 

Mr. Grecory: I will take care of myself on that, Mr. Chairman. 


Witness retired. 


Francis E. GrecorY—sworn. 


The Wrrnuss: At the outset, Mr. Sommerville, before we start, I suppose 
I will be here at length, and I just want to say one thing. I believe Mr. Robbins 
was mistaken about that conversation, I think he was wrong. 


Mr. Sommervitte: Perhaps I had better locate Mr. Gregory first of all. 


By Mr. Sommerville: 

Q. Mr. Gregory, you come from Leamington?—A. Yes, originally from 
North Carolina. 

Q. And you still retain some of the home properties in North Carolina?— 
A. Yes, sir. 

Q. And you are familiar with conditions there and here?—A. Yes, sir. 

Q. And you were, for many years, in charge of the buying operations of 
the Imperial Tobacco Company?—A. Hither as assistant or manager for thirty- 
two or thirty-three years. 
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Q. Your brother was manager?—A. He was manager until 1918 and dur- 
ing that time I was assistant. His health was bad. I was a good deal more 
than assistant there, and from then on I was manager until 1931, I would say. 

Q. Yes, and during that whole period you have seen the tobacco industry 
develop in western Ontario?—A. Yes, very decidedly. 

Q. And for the Imperial Tobacco Company you have had charge of the 
buying operations?—A. Yes, and the development. There was very little 
tobacco grown here when I came; there was only a little burley, no flue-cured. 

Q. Well now, Mr. Gregory, you have heard the statement of Mr. Robbins 
that he had overheard a telephone conversation and which he communicated 
to his company. You think he is mistaken about that. Now, what is your 
statement with reference to it?—A. Well, I am sure that I was never so indis- 
creet as to talk about price before the market opened. It is possible I had 
a telephone conversation somewhere, but I don’t remember that one. 


By Mr. Factor: 

Q. Did you call Montreal that night? Let us get down to brass tacks; 
did you call Montreal that night?—A. I cannot say. 

Q. You cannot say?—-A. Three years is a long time. I think I will tell you 
before I get through. Three years is a long time, but I will definitely swear that 
I would not be so indiscreet to talk about price before any market was estab- 
lished. I will definitely swear to that. I think Mr. Robbins got his dates 
crossed or mixed up. It might have been some time during the buying opera- 
tions; there-was telephoning I would say after the buying started, but I will 
definitely and absolutely swear that at no time did I call anybody and say 
when I went out of the booth, Well I think they are wrong and I am right. I 
think I am a little better business man than that. 

Q. Now, you say you may not have had a conversation of that kind before 
the opening of the market, but did you have a conversation during the open- 
ing of the market, or immediately upon the opening of the market?—A. Well 
now, Mr. Sommerville, excuse me, let us go back. You want a true picture of 
this business? 

Q. I want you to tell me what happened in 1930 and 1931?—A. 1930 is 
the year that more significance attaches to, for your purpose, than any other. 
In 1930, sometime about August, I would say, Mr. Buell wanted me to come 
down to Montreal. I went down, and he told me that the directors were con- 
sidering putting a brand of tobacco, wholly Canadian, out at a decreased price, 
and he said “ You were in this country before I was when we used to have 
two or three prices for different kinds of tobacco, and I want you to tell them 
about it.” So they talked it over with me. I told them that the 1930 crop was 
a very poor crop, and a short crop, and instead of putting out a Canadian 
tobacco as a special Canadian brand at a reduced price, that I considered an 
enhanced value because of the poor crop, that I would not do that, that the 
1930 crop was a very poor crop, and short. 


By Mr. Young: 


Q. Poor in yield and quality?—A. In both, and that I would not take that 
tobacco and put it out as a special Canadian product and sell it cheaper. 


By -Mr. Sommerville: 
Q. Because the crop that was grown in 1930 was likely to be dear because 
of the shortness of it?—-A. Yes, sir. 
Q. Well now, just go on and tell us what happened?—A. We talked over 
that condition, and it was then somewhere near the purchasing season and they 
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said to me, ‘“ We want you to get things together, get. them lined up, and buy 
a large percentage .of this crop, we have not got very much Canadian tobacco 
on hand and we have quite severe competition on cheaper tobaccos and 
so forth, and we want you to buy a large percentage of the crop.” Well 
then, I do not know a great deal, Mr. Sommerville, until that crop was cured 
till I was called down to discuss the price and their requirements, and I still 
found they wanted to buy a large portion of that crop. I asked what their 
minimum requirements would be, and they told me that what they would like 
me to buy as a minimum amount would be nine million pounds. I went back, 
and without much more instructions, or much supervision—practically none— 
lined up the organization to buy the crop. I had expected if it had been a good 
crop to buy it say at a top price of say 35 cents, but being a short crop and 
them wanting to get a good sized quantity, I decided 40 for the top. We went 
through that campaign and I bought, the records here will show, I think, 
either two hundred thousand pounds short of nine million pounds or two hundred 
thousand pounds over. 

Q. You got 8,878,000 pounds?—A. Something about 9,000,000 pounds. I 
think I had it about nearly right, and it was a stiff market. The Imperial 
Tobacco Company had not at that time acquired the Tuckett Company. They 
made quite warm competition, and I noted through the buying campaign, that 
if I really made an offer—probably I am speaking too exactly—to a farmer and 
left him I never saw him again. He sold to somebody else. After finishing 
buying, and looking back I did not see how I could have done any better, 
although I was told that the New York management thought the price was too 
high. 

Q. You paid an average price then of 31%» cents?—A. Yes, sir. 

Q. And you got 71 per cent of the entire crop?-—A. Yes. 

Q. And bought nearly 9,000,000 pounds?—A. Yes, sir. 

Q. And then you were told after the purchase was completed that New York 
said you had paid too much?—A. Mr. Buell said to me sometime afterward—he 
did not seem to think so—but he said, that New York think—‘ Think” I 
believe was the word, although I do not remember whether he said Mr. Harrison 
or not. I think he said “ They think in New York that this crop was too high.” 
I said “ Mr. Buell, looking back over it I do believe I could buy probably 
somewhat cheaper, but I declare that if I had to do it over again for flue-cured 
I could not have done any better, having regard to your instructions that you 
wanted 9,000,000 pounds.” 

Q. Yes, and was this the first time that you had heard of New York interests 
having anything to do with the price that you paid for the flue-cured tobacco ?— 
A. Well, I must say that probably ten years before Mr. Harrison had been to 
Leamington, but I had never heard very much, and they always had seemed 
to be well satisfied and complimentary of the way the business was handled; 
and it was now growing to larger proportions and that, I must say, was the 
first time that I ever, you might say, was criticized from New York. 

Q. That is, Mr. Buell did not think you had paid too much, but New York 

thought so?—A. He did not seem to think so. He did not say he thought so, 
and I took it from his conversatioon that he thought we had done the job 
just about right. 
- Q. Well then, Mr. Gregory, following that purchase what was the next con- 
dition that arose in the crop of 1931, what happened?—A. Well, a great deal 
has been said about Mr. Lea. Mr. Lea came on the scene, I think, in January 
of 1931, Mr. Lea come out when we were handling the 1931 crop. 

Q. That is to say, when you were processing?—A. When we were grading 
and processing both, the two operations together. 

86332—1104 
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By Mr, Factor: 

Q. The 1930 crop or 1931 crop?—A. The 1930 crop, in January of 1981. 
We had officials from New York, and I believe probably one from England, and 
I had always told them it was a very common crop, and in looking it over they 
thought it was not quite as common probably as I had represented it to be, that 
it was fairly suitable. However, they needed tobacco then and common tobacco 
did not look too bad. 

Q. They thought it was fairly suitable?—A. Yes. 

Q. In other words, they thought you had rather discounted the crop?— 
A. They thought I had not been sufficiently conservative in estimating quality. 

Q. And then what happened, Mr. Gregory, with Mr. Lea, what position 
did he take, or how did he function?—A. Well, at that time I would say that 
Mr. Lea did not assume a very important position, or did not assume too much 
authority, during that time I am speaking of—early in 1931. 

Q. Then you had the crop of 1931 planted and growing, and that was a 
better crop than 1980?—-A. That was a crop nearly twice as large and much 
better in quality. 

Q. Yes, and what happened when you were coming to the buying season 
then in 1931?—A. Well, I think probably no doubt Mr. Lea, Mr. Buell, and 
others, together with myself, got talking price in the summer, and so forth, 
and when it came to the time to consider buying I went down to Montreal and 
had a conversation. I went down sometime, I would say, in September, prob- 
ably the iatter part of September or maybe the first of October. I went 
first to Mr. Buell to discuss the buying operations, and that year was the 
first time they had primed tobacco, and we were anxious to get the growers 
to prime. Priming is breaking off the leaves. 

Q. Yes, we know the priming method.—A. I believe there were about a 
million pounds of primed tobacco, and a great part of that was, I would say, 
fancy, and I suggested paying 35 cents for the better part of the primed tobacco 
and 30 cents for the good tobacco. 

@. Yes, as the top?—A. As the top. And we had also been instructed or 
asked to segregate these crops worth from 25 cents up. They wanted the better 
end of the crop, you understand, and that was impressed on my mind that 
they wanted the best tobacco, so in the talk I suggested 35 cents for top price 
for the best primed tobacco, and 30 cents for the good tobacco, and an average 
of what we would probably buy of 25 cents a pound. Now, I might say no 
man can intelligently say what a crop is going to average until you get your 
average or the quality. Mr. Buell considered it over at length, very much at 
length, and he said that in New York they thought that the price ought not 
to be within 25 per cent or 30 per cent of the previous year, 25 per cent or 
30 per cent lower than 1931. What was the average that year? 

Q. 31-9?—A. Yes. That would indicate an average of possibly 22 or 23 cents, 
I believe. . 

Q. Yes, that New York said—-—A. It should be at least 25 per cent or 
30 per cent less. 

Q@. Less than the average price paid in 1930?—A. Yes. 

Q. That was 1931, bought in 1930, and that would bring you down to 224 
cents for 1931°—A. Yes. Well, then, just at that time representatives of 
English buyers had been very busy in the Delhi district looking over crops, 
and I understood from all the information that I could gather that they seemed 
pleased with the crop and wanted to pick off a good part of the better tobacco. 
Unfortunately, England went off the gold standard just about the time I was 
talking to them and, like the Arabs of old, they folded their tents and silently 
stole away. 

Q. Yes, that is 1931?—A. Yes. 
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Q. They were here, but they vanished with the gold standard?—A. They 
vanished with the gold standard, and it was Just about the time I was talking 
to them. I wanted 25 cents and probably that was quite all right at the 
time. Then there was not quite as much competition as we expected. 

Q. When they vanished there was not quite as much competition as you 
expected?—A. No. So then that was our talk, and I was finally instructed 
that we would start in at 35 for the primed crop, and 30 cents was to be 
the top— 

Q. Thirty cents was to be the top, and that would be for that primed 
tobacco?——A. And cut, and that we were to try to reach an average of about 
22 or 23 cents. 

Q. Those were your instructions then?—A. That was it. 

Q. To reach an average of 22 or 23 cents?—A. Yes. And Mr. Buell said 
to me just before I was leaving “What time do you want us to come up there”, 
referring to himself and Mr. Lea. 

Q. Yes.—A. I think he said “What time do you want us to come up there, 
next Sunday?” I believe we were to start Tuesday, and he meant the following 
Sunday. I felt. quite a responsibility. It was a large crop. I said “Well, why 
wouldn't it be all right for Mr. Lea to come on back with me.” So it was 
arranged for him not to come back with me but a day or two afterwards before 
we started buying; and we were talking about the method of buying and I 
said “Well, we have twelve men at Delhi and some of them are new, and I 
‘ntend to team them two together and make six buyers instead of twelve’. 
Mr. Lea spoke up and said “You have old men at Leamington, why not send 
them down and send the entire twelve out”. Mistake number one. When lL 
said “Yes” I made a blunder, but I said Yes to him. 

Q. Not every man knows how to count his blunders—A. So then I went 
back and we got ready, and Mr. Lea came, and so forth. I must say we all 
expected considerably more competition than developed; we all did, and before 
we went out a good many of them were talking about how much we would buy 
and that they did not believe they were going to sell, but I said I believe they 
are going to sell. So I did not know whether to send the twelve men or not, 
but we brought down some Leamington men, and I think we sent out if not 
twelve at least ten, and I took one territory myself, and after buying three of 
four crops I saw that the buying was very easy. 

Q. Buying it for a reduced price was very easy ?—A. Yes, sir. The buying 
at 30 cents top was very easy. I figured not so much competition. I said to 
the men that were with me, at eleven o’clock, “Turn round and let us go back 
to the office.” And when I got back I called in every buyer that I could see to 
come in for dinner, and either phoned or sent messengers out for those that 
did not come in, telling them to come in. I felt that in buying those big crops 
of tobacco with ten or twelve buying instead of six that my better judgment 
had told me before, we were going to buy too much tobacco that day, although 
we were buying the best. 

Q. What difference would that make? Did not that help to maintain the 
price?—A. Well, it was not doing the very best under the circumstances. 

Q. For the Imperial?—A. Yes, sir, whom I represented at the time. 

Q. That was your job?—A. Yes. So after I had got nearly everybody else 
in, to wait until we were going to consider that thing that afternoon and go 
slower, Mr. Lea came in with Mr. Wilson, and he took the position that he did 
not see what I was uneasy about in buying the type of tobacco the company 
wanted and he bought, as the figures show, more than anybody else, and that 
he did not think there was anything to be alarmed about, we had better go 
ahead that afternoon. So I said “Well, we will go ahead this afternoon but let 
us be a little more careful.” I do not know what I said, but my meaning was 
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this: The crops look like 27, 275 and 26, just be a little kind of gradual, not 
anything drastic, be down a dollar or two. | 
© Q.. We are getting on the inside now. 


By Mr. Factor: | 

Q.:Are you still employed with the Imperial Tobacco Company?-—A. No, 
sir. : 

By Mr. Sommerville: 

(). You are largely interested in them though, you have a very large invest- 
ment?—A. I have some stock, yes sir. | 

Q. And you are a grower?—A. Yes, sir. So that afternoon we came in and 
the figures indicated 3,600,000 pounds at an average of 27.50. 

(). What happened that night now as a result of your buying operations 
of that day?—A. I think now, if I remember right—and I will say I do remem- 
ber right—Mr. Clifford Geary, Mr. Buell’s assistant called up saying hs thought 
we were buying a little fast. 

@- You had not told them?—A. No. Well, probably yes; probably we wired 
them, I don’t remember. 

Q. At any rate, you got a call from Mr. Buell’s office? —A. Yes. 

Q. That you were buying too fast?—A. Yes; and I told them that I didn’t 
know so; that Mr. Buell’s special representative, Mr. Lea, bought more than 
anybody and he thought we were buying all right. So we went ahead next day, 
the second day, a little more cautious yet. I won’t swear as to the date, but I 
think it was the second day. I had a call from Mr. Buell that night. Mr. Buell 
was in a highly nervous condition and said he was in the hospital. He said a 
great deal over the ’phone; that we bought too fast, that we bought too much, 
that New York had called him and he was worried about it, and so forth. 

. On that day, the second day, New York had been complaining that you 
were buying too much on the first day?—-A. My understanding from Mr. Buell 
was that someone in New York thought that we were buying too fast; and he 
said he was in the hospital and didn’t feel very well, and they had him all 
worked up, and he was in a highly nervous condition. 

Q. What had New York to do with it, with the buying? You had been 
buying for twenty years and had not been interfered with from New York?—A. 
Probably they wanted to show me just how to do it. 

Q. That was the first time, at any rate, that Lea was up there?—A. That 
was his first year purchasing. 

). That was the first year he had purchased, and he had come up from the 
British American in New York?—A. Yes. 

@. Then you say Mr. Buell said that New York said that you were buying 
too fast. Then what happened?—A. Well, I talked to Mr. Buell quite a while 
over the phone; and finally after talking quite a while, saying to him that prob- 
ably we had bought a little faster than if I had it to do over again, but still we 
had a lot of tobacco to buy, and I felt sure the average would be just right. We 
bought the best tobacco at an average of 27 cents, I think. We had a great deal 
more to buy, and I think our average—I had been figuring we would get it down 
to the right place. Finally, after you might say I had not satisfied him or some- 
thing, I said, “ Your man, Mr. Lea, is here; he has conducted a large part of the 
operations. Let him talk to you.” So they talked quite a while then. 

Q. Then, following that, did Lea appear to have the supervision of the 
buying, really, although you were in that position in name?—A. I will say from 
that time on that Mr. Lea gradually assumed the reins, and I was more or less 
ignored, and more so as the time went on; and that I could not say who was in 
charge after that. I certainly was not. 


- 
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Q. Well, that is very frank. At the end of the week, I understand Mr. Lea 
returned to Montreal?—A. Yes, sir. 

Q. When he came back, what were the instructions?—A. Well, I can’t— 

Q. Let me put it to you this way: Did he say that the instructions were that 
the market had to come down? Is that the gist of it?—A. I think the whole 
gist was that we had bought too much tobacco at this price, and that it had to 
get down to 22 or 23 cents, average, when we got through. 

Q. When you got through, yes?—A. And from then on, for a period of 
probably a week, there was a panicky market and very improperly conducted, 
I would say. 
= Q. What do you mean by a panicky market improperly conducted?—A. 

el]— 

Q. What was panicky?—A. As I have said, then it was hard to say who was 
managing the business; and I don’t think those who were managing it were 
acquainted with that kind of buying; and while I felt that in the end the average 
would be satisfactory, it seemed they wanted it so right then, or very quickly. 

Q. What do you describe as panicky? Who were panicky, the buyers or 
the growers?—A. Both. 

Q. Both the buyers and the growers?—A. Yes. 

Q. How was that manifested in the marketing? You said the market was 
improperly conducted. What do you mean by that?—-A. Well, if I had been 
doing it alone I probably would not have dropped it so fast. Instead of going 
right down, I would have— 

Q. Gone down gradually?—A. Yes, a little slower. 

Mr. Senn: Prolong the agony. 

The Witness: Probably this will elucidate the point I am trying to get 
at. I went down, I believe, when Mr. Lea returned to Delhi; I think I left 
Leamington Sunday, or Monday morning, and was to get there Monday at noon. 
Prior to his going to Montreal, I had stated in figuring how much tobacco we 
had to buy, and having regard to what we might buy—12,000,000, I think,— 
that it was only necessary to buy the balance of the tobacco at an average of 
184 or 19 cents, and that would put the total average at the right place. He 
went to Montreal, and I went down and expected to meet him in Delhi at two 
o’clock, or one o’clock—had dinner in Tillsonburg. When I got over to Delhi 
I found Mr. Taylor or one man—there was only one man left on the premises 
of the organization in the office. I said, ‘‘ Where is Mr. Lea and the buyers?” 
He said, “ Well, Lea has sent them all out in the country with instructions to 
buy tobacco at an average of 184 cents.” Well, take young men, send them out 
to buy on an average of 184 cents and try to buy the best tobacco—of course, 
they don’t know just what to do. You would see them sit down on the roadside, 
after buying one crop at 22, and say they have to go and buy another at 16 
cents in order to get the average right. 

Q. In order to make it up?—A. Yes. 

Q. I am going to ask you pretty directly; in that process was it not a fact 
that 24-cent crops were bought for 16 and 18 cents?—A. I would say that that 
probably is a fact. 30 was the top; and 24 down to 18, I would say, yes. 

Q. Is it not a fact that when one grower compared his crop with another, 
that the other man had received 24 cents for, and this man was being offered 
only 18 cents for a similar 24-cent crop, there was consternation in the dis- 
trict?—A. Yes. 

Q. Is not-that the fact?—A. Yes. 

Q. In other words, the average was being brought down by buying equally 
good crops at 25 per cent lower than had been paid for them?—A. Considerably 
lower. 
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Q. Instead of averaging up gradually by buying a lower quality of tobacco, 
they were buying good quality of tobacco at lower prices, is that it?—A. Often 
times, yes. 

Q. Is not that the effect of the marketing operations of the second week 
of 1931?—A. Yes. 

Q. And is that what resulted in there being panicky conditions?—A. At 
one time I was out myself, in the second week, and I found a real good crop of 
tobacco, and we had been buying that kind. It was a very good crop. We had 
been buying that kind of tobacco from 21 and 22 cents. 

Q. When you say a good crop of tobacco, you mean one that was worth 
26 cents or 27?—A. Or 27 or 28. 

@. And you had been buying that at 21 cents?—A. Yes. 

Q. In the second week?—A. Yes. Here is the idea. I went into the tele- 
phone office at Tillsonburg. I was personally buying right north of Tillsonburg, 
and I saw this real good crop, a crop that was worth, as you say, 27 or 28 cents, 
the first day, and the average had to come in. I never heard as much about 
average. It was average, average, every day. So I went in to call Mr. Buell 
up at Montreal. I started to talk to him about this, that I didn’t like the way 
things were going, that we always prided ourselves on each crop falling in its 
logical place of value, and we had the goodwill of the farmers and had always 
dealt that way with them, and have tried to make them deal accordingly. I 
said this crop out there—I got about that far and Mr. Buell was still nervous, 
probably worried a great deal, and said, well if you are going to take the part 
of a farmer or something like that. I said, Mr. Buell, please, please listen to me 
a minute, it is a crop of tobacco out here that would have sold for 27 cents, or 
28 cents—I forget now the price, it was a good crop—and I did not think it was 
good business for the Imperial Tobacco Company to pay 18 to 20 cents. I 
said, what would you think. He said, give him a quarter, or something like 
that. I said, you are just right, I am very glad I called up, and thank you for 
the consideration; I am glad we have come to an agreement. And I gave him a 
quarter, and then after that I bought similar crops at 25 cents, and worked on 
that. 

By Mr. Factor: 


@. Was this a conversation with Mr. Robinson?—A. No, that was in a 
hotel, I went in to Tillsonburg to telephone, and I stood up and I remember it 
took a long time and it was very disagreeable. 


By Mr. Sommerville: 

@. Then the whole operation in 1931 was to a large extent supervised by 
Mr. Buell’s representative, Mr. Lea?—A. Yes, sir. 

Q. Now, we have heard some evidence to-day about Mr. Lea bringing in a 
sample of tobacco and saying, I bought this from a’boy at 14 cents and he took 
his medicine like a man; do you remember anything about that? It may be 
embarrassing, but I want to know?—A. Quite frequently Mr. Lea would come 
in with a sample and state the price he paid—ask somebody what it was worth, 
or what he bought it at. 

@. He would ask somebody what it was worth; they would say what?—A. 
And he would say he bought it for fourteen, fifteen, seventeen, or eighteen cents, 
as the case might be; and I have to say that I do remember hearing him say 
about the boy. 

Q. You do remember him saying about the boy?—A. I remember. 

Q. That he bought the tobacco from this boy at 14 cents, and that the boy 
took his medicine like a man?—A. Yes, sir. 

Q. And do you remember him saying that?—A. However, you can pick a 
good sample of tobacco from almost any crop. I thought Mr. Lea probably was 
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advertising himself as a super-buyer, quite a wizard, you know. You can go 
into any crop and pick a good sample. 


By Mr. Factor: 


Q. He was sort of puffing a little bit?—A. Yes, Mr. Lea was gradually 
assuming the ascendency. 


By Mr. Sommerville: 

Q. Well then, it is not true that you are the man who is responsible for the 
failures and the troubles of that campaign?—A. It is only true to this extent: 
that I was hampered with too many obstacles in buying, too many bosses, too 
much supervision. Mr. Lea was never, as you probably would think, a sub- 
ordinate of mine. He came first from the United States to Mr. Buell, and then 
was Mr. Buell’s special agent I would say, or something of that kind. 


By the Charman: 

Q. Then it is not true that Mr. Lea came from Montreal as a messenger boy 
conveying instructions?—A. Oh, no. 

Q. You heard him say that to-day? 

Mr. Factor: He did not say ‘“‘ messenger boy.” 

The CHAIRMAN: He said he just conveyed a message. 

Mr. Iustny: He said he came to assist. 

The Witness: I would say more than assist; a super-necessity—to super- 
vise. 

Mr. SomMeERVILLE: Well then now, what about the statements that have 
been made that Mr. Lea was surprised— 

The Witness: It is a long time between drinks. 

Mr. SoMMERVILLE: I know, you are from Carolina; there you are, help your- 
self. 

By Mr. Sommerville: 

Q. What do you say, Mr. Gregory, as to whether or not Mr. Lea made 
any statement that when he got through buying the farmers would not be riding 
in automobiles, that they would be either on their feet or they would be driving 
buggies?—A. I do not recall having heard any such statement. 

Q. You do not recall any statement of that kind?—A. No, sir. 

The CuHarrMAN: It is nearly six o’clock and I do not think we had better 
open up any new ground. We will meet again to-morrow morning at 10.30. 


The Committee adjourned at 5.55 p.m. to meet again on Thursday, May 10, 
1934, at 10.30 o’clock a.m. 
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Hovusr or Commons, Room 368, 
May 10, 1934. 


The special committee appointed to inquire into price spreads and mass 
buying met at 10.30 a.m., Hon. H. H. Stevens, presiding. 


Mr. Norman Sommerville, K.C., of Toronto and Mr. W. W. Parry, K.C., 
of Toronto, appeared as counsel for the committee. 


The CHAIRMAN: Order, gentlemen. The minutes of yesterday record the 
names of the witnesses and a certain list of documents that were filed, and that 
is all. We will declare the minutes approved. There are two or three witnesses 
in the committee from the province of Quebec, and I think some of these 
witnesses would prefer to give their evidence in French. We have a French 
reporter and also an interpreter present, and I suggest to the interpreter and 
witness that if the witness is unable to speak English at all he will give his 
whole testimony in French so that the record may be clear. 


JosEpH Marion, called and sworn. 
J. ©. Beaucuamp, Interpreter, sworn. 


(Examination conducted in English and interpreted by the official inter- 
preter, Mr. Beauchamp.) 


By Mr. Sommerville: 


@. You are a citizen of Saint-Jacques L’Achigan?—A. Yes, sir. 

Q. And you represent the tobacco growers of your district?—A. Yes, sir. 
That is to say I am a dealer in leaf tobacco and am also a farmer. 

Q. Would you express your opinion to the committee respecting the general 
tobacco situation in your district or in the province of Quebec?—A. I am 
pleased to appear before this committee in the interest of all and in my own 
interest. The Canadian tobacco business in the province of Quebec, particularly 
in our own district, is not prosperous. That is to say the grower has stocks 
on hand which he cannot sell. 


The CHatRMAN: From the standpoint of a producer? 


The Witness: Yes. I mean from the standpoint of the grower. The low 
prices which have been paid since 1924 have certainly hampered the grower 
who has continued to produce, and, unfortunately, during the past three con- 
secutive years we have had poor crops. The large manufacturers, the Imperial 
Tobacco company purchased in 1921 a portion of the tobaccos which the 
growers had on hand at that time. The post war conditions certainly con- 
tributed to a lowering of the prices of tobacco just as they resulted in the 
lowering of the prices of other commodities. In 1924—the beginning of 1924 
and in 1925, prices improved. The Imperial Tobacco company and other large 
companies such as Rock City Tobacco had encouraged the growers, already 
making fairly large purchases. Competition between the dealers was advan- 
tageous to the grower in 1924. Since then the big manufacturers have not made 
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any large purchases. They probably secured their supplies elsewhere. Ontario 
is, perhaps, more clever than Quebec—I cannot say—but at all events Ontario 
increased its production. 


By Mr. Sommerville: 


Q. Are you speaking of leaf tobacco, Mr. Marion?—A. I am speaking 
particularly of pipe tobacco, and I also wish to speak of cigar tobacco, of the 
quality which we call the Comstock. 

Q. The committee would like you to examine these figures, Mr. Marion. 
They relate to cigar tobacco and leaf tobacco. The average prices paid in 1928 
were 11:3; 1929, 15 cents; 1930, 9 cents; 1931, 5 cents; 1932, 4 cents. Now, 
with respect to pipe tobacco, the heavy tobacco in 1928—the average price was 
8-2 cents; 1929, 12 cents; 1930, 10 cents; 1931, 5 cents; 19382, 3 cents. Would 
you like me to quote you the prices of what they call petit tabac?—A. Yes. 

Q. In 1928, 27-8 cents; 1929, 24 cents; 1930, 16 cents; 1931, 8-5 cents; 
1932, 7 cents. Do the government’s official figures represent approximately the 
decrease in the price of tobacco to which you have referred?—A. In your 
official report for 1928, you have what? 


The CHairMAN: That is a slight variation. 
The Wirness: I wish to put in the figures that I use in my own business. 
The Cuarrman: Are they approximately correct? 


By Mr. Sommerville: 


Q. Are they nearly correct?—A. You have, in 1931, an average price of 
five cents. 

Q. The table that you are looking at, represents the price for all the prov- 
ince of Quebec, You may be dealing in your own mind with prices in your own 
district. Give me the prices in your own district then, the prices for 1929, and 
the price last year, just those two years?—A. In one case, you have an average 
price of 4 cents for No. 1 tobacco. 

Q. In what year?—A. 1982, sir. 


The CHatrMAN: Give us your figures for 1929 and 1930 so that we can get 
the picture of your own district; never mind anything else. 


The Wirness: 1929, the prices in my district ranged from 4 cents to 13 
cents a pound; that is, these prices related to inferior tobacco. 


By Mr. Sommerville: 


Q. From 4 cents to 18 cents?—-A. When we purchase tobacco, there is about 
20 per cent which represents inferior tobacco. 

Q. Is this leaf or pipe tobacco?—A. I refer to two brands or two types. 

Q. What is the next figure?—A. 1929, according to my figures, the average 
price paid ranged from 4 cents to 13 cents a pound. 

Q. What about 1932 or 1933?—A. In 1933 the prices ranged from 3 cents 
to 8 cents a pound. 

Q. Now, proceed?—A. I understand the gentlemen of the committee desire 
to know the reasons why the tobacco business is in a more or less stationary 
condition. 

Q. Yes?—A. As condition are to-day, the tobacco grower cannot cover the 
cost of production. One of the causes is due to the fact that our manufac- 
turers have stopped purchasing tobacco. In the second place, the banks have 
considerably restricted their line of credit, which used to enable the tobacco 
grower to carry over or hold his crop for a certain period until prices picked up. 
The tobacco growers who used to secure a line of credit from the banks, were 
compelled to sell their tobacco at a sacrifice price, in order to pay their costs. 


Mr. Epwarps: It is the same old story, liquidating their inventory. 
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By Mr. Sommerville: 

Q. Is it a fact the farmers are in the hands of the bank to the extent that 
the credit of the bank affects them in their carrying of the crop?—A. In the 
past, certain farmers secured a certain line of credit in the banks by giving 
a lien on their crop. 

Q. Have you a system in the province of Quebec by which the fertilizer men 
sell the fertilizer for the crop and take a lien on the crop, and then you have 
to sell to the fertilizer men the amount necessary to pay him?—A. There is no 
such system. 

@. Proceed?—A. The farmer, not having a line of credit, and compelled 
to meet his commitments, has to sell his tobacco at a sacrifice price, and has 
sometimes sold it for two or three cents. 


By Mr. Baribeau: 
@. Have you much tobacco on hand that represents a carry over?—A. 
A few million pounds. Some of it represents part of the crop of 2 and 3, and 
even 4 years ago. | 
Q. Still being carried over?—A. Carried over. 


By Mr. Sommerville: 


els that in the hands of the farmers, or the hands of the leaf company? 
—A. Some of it is in the hands of the farmers and a certain quantity in the 
hands of the traders. 


By Mr. Baribeau: 


(). Is there a larger proportion of pipe tobacco than cigar tobacco?— 
A. There is a larger proportion of pipe tobacco because of the poor crops and 
the condition of the tobacco itself. For several months past the large tobacco 
manufacturers have launched a campaign to induce the farmers to sign a 
petition asking for an excise duty tax of 20 cents a pound to be put on tobacco. 


By Mr. Sommerville: 
Q. On the loose leaf tobacco?—A. On the loose leaf tobacco. That. is, 
that there would be a tax of 20 cents a pound on all tobacco whether it is sold 
by the retailer or the farmer. 


By the Charman: 


Q. What is your reaction to that?—A. In our district it was the agent 
of the Imperial Tobacco Company who had this matter in hand. 


By Mr. Barbeau: 

Q. Mr. Marion, do you believe, the large tobacco manufacturers are inter- 
ested in having such a tax imposed on tobacco?—A. If I am to judge by the 
work of the company’s representative, and the means he took to secure signatures 
on the petitions, I know of instances where ten cents a name was paid for 
signatures. 


By Mr. Boulanger: 

Q. To the agent? Have you any idea how many persons signed those 
petitions?—A. The people signed the petitions on the first representations that 
were made, because it was represented to them that this tax would eliminate the 
small producers and small traders who were producing or selling tobacco of a 
very inferior quality. 
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By Mr. Baribeau: . 
Q. Is it to your knowledge that counter petitions were signed?—A. Yes, sir. 


By the Chairman: 


Q. You have not answered my question, what is your view as to that?—_ 


A. The procedure was repugnant to me. 
Mr. BouLtancer: He means the procedure of the agent getting the signatures, 


The Wirness: It is true that the paper that was submitted to prospective 
signers contained particulars. The party who was approached and asked to 
sign a petition took the verbal representations as they were made and did 
not read the particulars printed on the petition. 


By Mr. Baribeau: 
Q. The Chairman’s question is, I think, are you in favour of the tax?— 


A. That tax hits the consumer; such a tax would hit the consumer. It hits 


the two parties, the one who wants to purchase good quality tobacco and the 
one who wants to purchase tobacco of a lesser or inferior quality. Translated 
literally, the small traders would experience difficulty to secure the capital 
required in connection with the imposition of that tax. That is the literal 
translation. . 


By Mr. Sommerville: 


Q. We have had filed with the committee, so that you may know it, petitions 
from many thousands of farmers from the province of Quebec against such a 
tax, as filed at page 1438 of the proceedings. 


By Mr. Ilsley: 


Q. Ten cents a name was paid for signing petitions, and for signing a 


petition against the tax?—A. Yes, to sign the petition. 


By Mr. Young: 


Q. Not paid to sign a counter petition?—A. No. They paid ten cents a 
name to the canvasser. 


By Mr. Edwards: 


Q. Who paid the ten cents?—A. The agent of the Imperial Tobacco Com- 


pany paid that, that is Mr. Fontaine. 


By Mr. Ilsley: 
Q. How would this twenty cents a pound excise help the producer? What 
argument was advanced why it would help the producer?—A. In this way, that 
the agent of the company, the canvasser for names, stated that if the parties 


signed these petitions they would at once purchase the balance of the supply of - 


tobacco on hand and at an increased price. 95 per cent of those who signed the 
petitions in good faith also then signed the counter petitions. The canvassers 
also represented to the parties whom they asked to sign these petitions, that in 
Ontario conditions were very much improved, where some years ago only a few 
acres were grown they were now growing thousands of acres or had thousands 
of acres in cultivation, and they produced millions and millions of pounds of 
tobacco, and had no trouble selling it and were prosperous. 

Mr. SOMMERVILLE: Far off fields look green. 

The Wirness: If I judge the situation well, certain producers were not 
favoured to the extent that these parties represented. 


By Mr. Ilsley: 


Q. When were these petitions circulated?—A. I think they started to- 


circulate these petitions about December or January. 


att er 
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By Mr. Sommerville: 


@. Within the last six months at any rate?—A. Yes, within the last six 
months. | 


By Mr. Baribeau: 


Q. Undoubtedly, Mr. Marion, it was not the producers but the manufac- 
turers who launched this campaign to secure petitions?—A. Yes, sir. 
Mr. SomMMERVLLE: It was not a spontaneous move. 


By Mr, Ilsley: 


, @. How would it help the manufacturers, what was the secret of all this? 
—A. One effect would be to eliminate a large number of parties handling the 
tobacco, manipulators, that is, the imposition of that tax would have the effect 
of eliminating a large number of these dealers in our leaf tobacco. 


By Mr. Kennedy (Winnipeg): 

@. Would the effect be to concentrate the control of the processing of the 
tobacco in the hands of the large manufacturers?—A. The elimination of the 
smaller average dealer would naturally tend to place more control in the hands 

of the powerful manufacturer. 
; @. And was that the purpose of asking for this excise tax?—A. Certainly. 


By Mr. Young: 
Q. Where had those small dealers been in the habit of selling this tobacco 
when they got it?—A. To the retailer. 


By Mr. Baribeau: 

@. Do you not think, Mr. Marion, that the imposition of an excise tax 
of 20 cents a pound on our leaf tobacco would encourage the sale of cut tobacco? 
—A. In the province of Quebec very many of our people are still accustomed 
to smoke leaf tobacco. 


By Mr. Edwards: 


@. Is that the quality of tobacco the peddlers handle?—A. As a rule, these 
peddlers sell tobacco of an inferior quality. That is why I have been asking 
for the last twenty-five years that there should be some control over the sale 
of leaf tobacco. 


By Mr. Factor: 


@. Do you favour the imposition of the tax for that purpose?—A. I have 
not favoured it. 

Q. What other control do you suggest?—A. The province of Quebec has 
done something on our behalf. Last January the Provincial Legislature passed 
an Act respecting the processing and the sale of leaf tobacco. 


By Mr. Sommerville: 

(. By the way, Mr. Marion, you have a brief prepared, the translation 
of which has just been handed to me, and it is now being distributed to the 
members of the committee. Could we not just read that brief and the trans- 
lation of it. 

Mr. Bovutancer: Where is the French text? 


The Cuarrman: The witness can proceed and read the brief. 


Topacco District, ~’AssompTion-MontTcaLM 


The requests hereby submitted to the committee of investigation 
are on the same grounds as those expressed in the petitions signed by 
the tobacco-growers from the Northern District of Quebec, including the 
Counties of l’Assomption-Montcalm, Berthier and Joliette. 
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We beg that no tax be levied on leaf tobacco sold to others than 
manufacturers and that these be not prohibited. 

Half of our production is sold in raw condition, directly from the 
producer to the consumer, through the medium of merchants, without 
passing through the factory. As this kind of trade represents a ereat 
portion of the tobacco consumption in our Province, the manufacturers 
are likely to object to it in order to have pipe tobacco go through the 
factory; this is quite natural, hence the fight ... The growers hold to 
this outlet which means 15 or 20 purchases against one. 


In the course of the present investigation, the Ontario growers 
complain of being at the mercy of the tobacco trust. Such remarks are 
not likely to change its views. 


It has been said here that a pipeful of Canadian tobacco is out of 
style and that one must be modern. It would be interesting to make 
inquiries from Quebec Federal Members and find out how many bags 
of Canadian tobacco are still being used throughout the Province, and 
the latter must be posted on this matter. We might be amazed, as was 
the case, about the lottery tickets to which Hon. Mr. Taschereau was 
referring some time ago. 


Undoubtedly, the leaf-tobacco trade is affected by the depression, 
but it is quite evident that no improvement is to be expected by blocking 
the marketing of our production; our growers want more freedom for 
their sales. 

Our suggestions are very much along the same lines as those of the 
Ontario growers, viz: organization of official classification by way of 
a central drying storage and public auction sales. 

At present, the market is overloaded with too many varieties of 
tobacco. Official classification and public auction sales would bring about 
a more regular and guaranteed market for the pipe, aromatic and other 
blends of tobacco, and would also help the production and sales of our 
cigar-tobacco and enable the exportation of a certain quantity of these 
tobaccos. We consider these means the most adequate for the producing 
and marketing of cigarette-tobacco which we hope to handle soon. 


In our District the culture of tobacco is being done on a rather 
small scale. We figure that we can make reasonable profits at ordinary 
prices if we can keep a free market for our leaf-tobacco and secure the 
necessary help to build up a drying storage and improve the classification 
and public auction sales system. With these objectives, we join the 
formulated requests of the growers of Ontario. 


By Mr. Boulanger: 


Q. I understand that apart from being a tobacco grower you are also a 
dealer in tobacco?—A. Yes. 

Q. Can you tell us approximately how many pounds of raw leaf tobacco 
you purchased yearly from the farmer?—A. In 1929 I purchased almost 1,000,- 
000 pounds of tobacco. | 

Q. You purchased that from the growers?—A. I purchased that from 
the growers. 

Q. And in 1930?—A. In 1930 I purchased approximately 400,000 pounds 
of tobacco. 

Q. And in the following year, 1931 and 1932?—A. In 1931; I was com- 
pelled to reduce my purchases in the last few years on account of the conditions 
that prevailed. 
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By Mr. Baribeau: 


Q. Do you mean that less tobacco was offered to you?—A. That is why 
{ would like to see some control over the tobacco business, for the raw leaf 
tobacco business; but I am not in favour of the imposition of a tax. 

Q. The witness has just stated that in 1929 he purchased 1,000,000 pounds 
of tobacco; and in the following year, 1930, he purchased only 400,000 pounds; 
why did you buy the much smaller quantity in the following year?—A. In 
1929 we paid the growers from 4 cents to 13 cents a pound, and they felt they 
were fairly well paid; but since then the price dropped, partly due to the 
fact that the large manufacturers were not purchasing the tobacco. As the 
sale of leaf tobacco was not controlled, and the grower did not consider the 
price satisfactory, he tried to dispose of his tobacco himself. 


By the Chairman: 


@. How. would you control, or improve? You do not like the tax, what 
would you like to improve conditions?—A. The setting of a minimum price 
on tobacco of the first quality. 


By Mr. Sommerville: 
Q. For the first quality?—A. Yes. Secondly, that only one grade or type 
of tobacco be grown on each separate farm; some growers are in the habit of 
growing 5 or 6 separate varieties on the same farm. 


By Mr. Edwards: 


7 Q. That is just the point I was going to try to bring out; in your brief in the 
_ second last paragraph you state that at present the market is overloaded with 
too many varieties of tobacco; well then, in the brief which we had the other 
day from the Imperial Tobacco Company in which they endeavour to improve 
crops in the Norfolk district, they recommended the planting of certain types 
of plants—for instance, they recommend the white-stem orinoco, yellow mam- 
moth and so forth; would that be a solution? Of course, I mean flue-cured, the 
same principle; in other words, to standardize the type of plant?—A. Quite 
so, certain standards of tobacco might be growing, but owing to climatic condi- 
tions some types of tobacco would be more suitable for one district than for 
another. 
By Mr. Boulanger: 


Q. What quantity of tobacco—?—A. You must bear in mind that I had 
a carry-over of 350,000 pounds from 1928-1929. 

Q. How many tobacco dealers like yourself are there in the Joliette 
district?—A. I could not say definitely, in my own district, possibly 60. 

Q. Then, how much tobacco did they purchase yearly?—A. I do not know. 

Q. You could not even state approximately?—A. It is very difficult. 

@. What proportion of the purchases are made by the dealers?—A. The 
largest proportion—half and half—it is rather difficult to answer that question. 

Q. These dealers who purchase tobacco from the growers do so in com- 
petition with the tobacco manufacturers?—A. We have not seen very much 
competition in the last few years; there are possibly five or six purchasers. 

Q. Is that competition favourable to the growers? Is there any such thing 
as competition?—A. Certainly. 

Q. Should these profits be eliminated by the imposition of a tax of 20 
cents a pound, that would be very detrimental to the growers, would it not? 
—A. Well, certainly, but possibly 75 per cent of the small growers would be 
eliminated, but those who remain in the business, in the growing business— 
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By the Chairman: 
Q. You said the small growers would be eliminated; do you mean smali 
buyers? 
Mr. Boutancer: Dealers 
The Witness: Yes, small dealers. 


By the Chairman: 
Q. Small dealers?—A. Not only small dealers, but some fairly substantial, 
big dealers. 
Q. The dealers would be eliminated?—A. Yes, the traders—the dealers 
would be eliminated. 


By Mr. Boulanger: 

Q. Would the elimination of the dealers not place the control in the hands 
of the large manufacturers?—A. That is a means of eliminating the retailer 
in the raw leaf tobacco business. 

Q. As another result, would the imposition of such a tax not compel the 
consumers to cease smoking raw leaf tobacco, and then have to go to the manu- 
facturers for prepared or processed tobacco?—A. That is rather difficult to 
answer. The suggestions I have to make are in the best interests of the grower, 
the dealer and the manufacturer, if I may be allowed to give them. 

The CuHairMAN: Let him proceed with his suggestions. 


The Witness: I had reached the stage where I was speaking of the grow- 
ing of only one variety of tobacco on one particular farm. In the third place, 
if it were possible for the growers to secure better credit facilities at the bank. 
That is, the sale of tobacco would be controlled under a permit system. 


By Mr. Sommervtlle: 
Q. A licence system?—A. Yes, a licence system. 


By the Charman: 
Q. That is, the growing?—A. The sale. 


By Mr. Senn: 


Q. Who would be licensed, the buyers? Would you license the buyers? 
—A. The permit would apply to every person processing tobacco. The Quebec 
legislature passed an act recently which tends to improve the quality of the 
product. The law requires that the name of every dealer, or each dealer, shall 
be placed on the package, or rather, the tobacco. 


By Mr. Barbeau: 


Q. Mr. Marion, should the name of the grower or vendor appear on the 
package that is sold over the counter?—A. The name of the person who pro- 
cesses the tobacco or sells it, should appear on the package. 


By Mr. Sommerville: 


Q. Not the producer?—A. Not the producer, no; the person who processes 
the tobacco or retails it. This act is a good beginning, but I see in it two 
defects. No law is perfect. The first requirement is that the package shall 
indicate whether this product is from Quebec or Ontario. There should be an 
indication on the label that it is from Ontario or Quebec; the genuine name 
of the variety. The act makes no reference to the quality or the grade. The 
act states that the package must contain the name and address of the dealer 
or retailer. That is quite satisfactory. I would suggest that every dealer 
pay a fee or licence. 


i" 
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By the Chairman: 


@. You mean the dealer who buys from the grower?—A. The dealer. While 
to-day the grower of an inferior brand of tobacco is required under this act to 
put a label on the tobacco. This act would tend to favour the grower of inferior 
tobacco to the extent that while the act requires the mentioning of the genuine 
name of the variety, there is no reference to the quality of the tobacco itself. 

Q. That, you think, ought to be indicated?—A. Yes, certainly, the quality 
should be indicated. I know of cases where certain farmers, in order to improve 
their situation, and acting, perhaps, in good faith, have labels printed. On 
those labels appear the names, sometimes, of their children or grandchildren. 
But I blame the dealers more than I do the farmers in connection with this 
practice. While they were required seemingly to comply with the act, the 
label should have had a permit number on it. There should have been a permit 
number on the label. If there were a permit system, if the dealer or retailer 
were licensed, and the producer was not satisfied with the prices which that 
dealer or retailer offered he could take out a licence himself and retail his 
product. 

The CHatrMAN: Have you any other suggestions to make? 

The Witness: I have no other suggestions to make. 

Mr. Bartpeau: Are there any companies which purchase tobacco in Joliet, 
Berthier, L’Assumption and Montcalm counties which are controlled by the large 
or the big tobacco companies? 

The Witness: It is rather difficult to answer that question because some- 
times the dealers or the agents are big dealers. 

The CHAIRMAN: Quite so. 

The Witness: I only see the outside. I do not know the inner workings. 

The CHAIRMAN: Quite so. 

Mr. Youna: In this brief it states you expect’ soon to grow cigarette 
tobacco. We had evidence from the Ontario cigarette growers that they had 
a natural monopoly. I want to know on what grounds you base your hope. 

The WitNxss: Well, I agree with the memorandum I read. I did not draft 
it and I do not believe the climatic conditions in our district favour the growing 
of cigarette tobacco, but, however, the provincial government through its agri- 
cultural representatives has been making certain experiments with fairly satis- 
factory results. 


By Mr. Boulanger: 

Q. I understand that a witness stated before this committee that a tobacco 
dealer purchasing tobacco in your district said that the tobacco was only trash 
or remnants?—A. I believe that the witness was ill-informed. 

(. As a rule, Mr. Marion, when you purchase tobacco from a producer you 
purchase his whole crop including good, average and bad tobacco?—A. To 
answer the first part of the question I must state that in January, the first 
man—the first dealer or purchaser to go on the road and start purchasing 
tobacco was an agent or a representative of the Imperial Tobacco company and 
he was offering 2 cents a pound for common tobacco, that is, tobacco of the 
1933 crop, and he was not purchasing any good tobacco. 

The CHAIRMAN: He was purchasing only inferior grades? 

The Witness: He was purchasing inferior tobacco, and he was only pur- 
chasing that tobacco and paying 2 cents a pound. 

Mr. Boutancer: And he was the agent of the Imperial. 


The CHAIRMAN: That is 1933. 
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Mr. BoutaNncer: In January last he was purchasing? 

The Witness: This dealer started to purchase tobacco in January, 1933, 
of the 1932 crop. I do not know that that agent was purchasing that tobacco 
_that dealer was purchasing that tobacco for himself—at all events, he was 
an agent or representative of the Imperial Tobacco company. 


By Mr. Barbeau: 

Q. Would you tell me what was the total production of tobacco for 1932-33 
in Berthier, L’Assomption, Joliette and Montcalm counties?—A. If I judge by the 
reports made by certain agricultural representatives who made a survey in the 
district the total production amounted to about 4,000,000 pounds. Personally, 
I think the production was larger. 

Q. I am advised that the production is larger; that it is about ten or twelve 
million pounds?—A. Well, tobacco is produced in a large area—not only within 
the limits of those four counties. 


By Mr. Boulanger: : 

Q. What would be the effect of the imposition of a general or flat tax of 
20 cents on all varieties of loose tobacco? Would it increase the price which 
the consumer would have to pay?—-A. Yes, it would increase the price and the 
imposition of that tax would not tend to improve the quality of the tobacco 
crown. 

Q. Would that tax be in the interest of the producer?—A. Not at all. 

Q. In these times of depression would you be in favour of doing anything 
that would cause or compel the farmer smoking leaf tobacco to give up smoking 
that tobacco and start.to smoke cut tobacco?—A. Certainly not. There are 
not only farmers who smoke that tobacco; other people smoke it as well. 


The Cuarrman: Thank you very much indeed, Mr. Marion. 


Witness discharged. 


CHARLES FRENETTE, called and sworn. 


By Mr. Parry: 

Q. You represent the growers in the counties of St. Charles and Bellechasse? 
—A. I beg your pardon. I do not represent any growers. 

Q. In what capacity are you making representations?—A. I can supply the 
committee with certain information regarding the prices I paid for tobacco 
purchased from the growers. 

The Cuatrman: Is he a dealer or a buyer? 

Mr. Bountancer: A dealer. 

The Witness: I am a dealer. From the 1st of January, 1933, to 31st 
December, 1933, I purchased from the farmer approximately 807,000 pounds. 

Mr. Barreeau: What amount? 

The Witness: 807,000 pounds; and the average price which I paid to the 
farmer in 1933 was 54 cents a pound. I also purchased approximately 100,000 
pounds from the co-operative organization. 

The CuarrMAN: For whom were your purchasing? 

The Witness: Myself. 


By the Chairman: 
Q. To whom do you sell?—A. I sell quite a large quantity to the retailers, 
approximately 90 per cent. 
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Q. In what form?—A. I sell the leaf tobacco. 

Q. The raw leaf?—A. The raw leaf. I purchased 800,000 pounds in 1933 
and the average price I paid the farmer is 54 cents. In regard to the tobacco 
I purchased from the co-operative society of the district, I purchased about 50 
per cent for 43 cents, and about 50 per cent of armomatic tobacco at 7 cents. 

Mr. Epwarps: Of what quality is this tobacco that he pays from 4 to 6 
cents for? 


The Wirness: It was tobacco of a good quality. 
The Cuarrman: No flue-cured or cigarette tobacco at all? 
The Wirness: None of the tobacco was processed. 


By Mr. Sommerville: 


Q. That is cigar or pipe tobacco?—A. I purchase only pipe tobacco. 

Q. What do you call aromatic tobacco; is that pipe tobacco also?—A. 
That is also pipe tobacco. Here is a statement of the tobacco sold in 1933. 

Q. 708,066 pounds. At what price do you sell it?—A. I sold it at an 
average price of 114 cents. 

Q. At an average price of 114 cents?—A. Yes. 

Q. After buying it, do you put it in packages and label it, or do you sell 
it in bulk?—A. The processing cost me two cents a pound, and then there are 
freight charges, because I do not live in the district where I purchased the 
tobacco. 

Q. In what manner do you process the tobacco?—A. Well, we process it 
by steaming it, and putting it up in small bundles, a pound, or half a pound. 

@. When you purchase that tobacco from the growers, you purchase it in 
large bales? What is the weight of those bales?—A. It is 10, 25 and 50 pounds. 
We undo those bales and steam the tobacco. 


Mr. Bounancer: In order to prevent breakage? 


By Mr. Sommerville: 


Q. Was there anything else you wanted to present to the committee?— 
A. I have no personal representations to make, but I saw a memorandum which 
I believe was prepared by a notary, and I agree with— 

The Cuarrman: With what Mr. Marion says? 


The Wirness: With the suggestion. I agree with him when he says that 
he is opposed to the imposition of a special tax, but I might not agree with 
him in all other details, because some of those details are somewhat complicated. 


By Mr. Boulanger: 


Q. Last year you purchased 800,000 pounds from the growers, 100,000 
pounds from the co-operative society of Joliette, and 50,000 pounds from dealers 
generally. Then your total purchases in 1933 would aggregate 950,000 pounds? 
—A. Yes. 

Q. What quantity of tobacco did you purchase in 1932?—A. About 600,000 
pounds. 

Q. What quantity did you purchase in 1931?—A. About the same quantity. 
I purchased about the same quantity in 1930, but I purchased a larger quantity 
last year because I found the prices were more satisfactory. 

Q. How long have you been in this leaf tobacco business?—A. For the 
past 32 years. 

Q. As a rule, do you purchase about the same quantity every year?—A. 
Well, I used to purchase far less years ago. I only recall the first year when 
I purchased 50,000 pounds, and last year when I purchased the quantity I have 
mentioned. 
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Q. How many tobacco dealers like yourself purchase tobacco in the Joliette 
district?—A. It would be rather difficult to say; there might be 25 or possibly 30. 

Q. Can you say approximately what quantities these dealers purchase every 
year from the growers?—A. It would be rather difficult to estimate the quantity. 

Q. Can you state what proportion of the tobacco produced in that district 
was purchased by dealers?—A. The yield and production in the Joliette district 
would amount to about eight or ten million pounds. 

Q. Have you any idea what portion of that production dealers like yourself 
would purchase in that district?—A. It would be difficult to say. I would like 
to tell the committee if I cannot give more information, it is due to the fact 
I am unable to read or write. 

Q. Mr. Frenette, you heard the questions that I put to the previous witness 
_Mr. Marion—and you also heard his answers, so I need not repeat those 
questions. Are you in general agreement with what Mr. Marion said?—A. Well, 
I agree with him when he states that he is opposed to the tax of 20 cents on 
tobacco. I am absolutely opposed to that tax. Such a tax would be detrimental 
both to the growers and the consumers, because the growers stand to benefit 
to a greater extent when 25 or 30 or more dealers are competing one against 
the other for their product. 


By the Chairman: 


Q. What proportion of the tobacco that you buy is sold back to the people 
in bunbles without paying the tax?—A. I sell all my tobacco without being 
required to pay a tax. 


By Mr. Baribeau: 


Q. When you purchase tobacco in the districts where you deal do you 
meet with any competition from the Imperial Tobacco Company, or any other 
large manufacturers?—A. Well, I cannot purchase to the same advantage as 
those companies because I do not live in those districts, and the companies as 
a rule, have an agent or representative on the spot; and the average price I 
paid for the tobacco I purchased in 1933—54 cents—bears me out in that regard. 

Q. Is there an overproduction of tobacco in your district?—A. I do not 
think so. 


The Cuatrman: Are there any further questions, gentlemen? 


By Mr. Boulanger: 


Q. Just one question, Mr. Frenette. What do you think of Mr. Roch’s 
statement, that the dealers purchase only very inferior tobacco?—A. My answer 
to that will be found in the quantities of tobacco that I purchased from different 
parties. 


By Mr. Sommerville: 


_ Q. You have already said you buy good tobacco.—A. Yes. One would 
have to obtain the average prices paid in that district to determine whether the 
crowers were paid a higher price than I paid to them. The price I paid for the 
tobacco I purchased was larger than the price received by the growers from 
this co-operative organization. 


The Cuamrman: Now, are there any other questions gentlemen? Thank 
you very much Mr. Frenette. 


Witness discharged. 
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ERNEst FOREST, sworn. 


By Mr, Sommerville: 


Q. You are a notary of L’Epiphanie, Mr. Forest?—A. Yes. 
Q. And that is in the heart of the tobacco country?—A. Yes. 


By the Chairman: 


Q. Do you wish to speak in English?—A. I would much prefer to speak in 
French. It will be better for you and better for me. 


By Mr. Sommerville: 


Q. I think you thoroughly understand our questions, Mr. Forest. Will 
you present your views with respect to the conditions and the suggested improve- 
ments for the conditions in the tobacco industry in your area, please—A. What- 
ever suggestions I have to make are contained in the memorandum, of which 
this is a translation. 


By the Chairman; 


(). The same one as Mr. Marion presented?—A. Yes. This is the memo- 
randum which was read by the previous witness. 

@. Do you agree with the memorandum which Mr. Marion submitted to 
the committee?—A. I approve of it. It is the memorandum I prepared a 
draft of. 


The CHAIRMAN: If any of the other gentlemen of the committee wish to 
examine on the memorandum, they are at liberty to do so. 


By Mr. Young: 


Q. Do you agree with this statement in the memorandum, that you can 
grow cigarette tobacco in your country?—A. Yes. The ability to produce 
cigarette tobacco in our district was proven last year in my own parish, that is, 
representatives, agricultural experts from the Experimental Farm made a 
successful experiment. 


By Mr. Senn: 


Q. But it has not been grown on a commercial scale, I understand?—A. No. 
What tobacco is grown is more as an experiment. This year though, Mr. 
Montreuil advises me that he is going to construct a dryer in my district. 

Q. Is the acreage extensive on which it can be grown there?—A. There is 
a large acreage from what I understand, from what I am told. I can under- 
stand that the Ontario growers do not approve whole-heartedly of this inunda- 
tion; but in our district this production will be largely what one might call a 
home production, a family enterprise, so the production will never be under- 
taken on an extensive scale. 

Q. Why not, if you can do it and get so much for it?—A. Because we have 
no large land owners in our district. The average farm contains about 100 acres. 
The farmer has to make his living out of that farm and_ diversify his production 
to some extent, and he has ten acres which he sets aside for the growing of 
tobacco. 

Q. He will never consume 10 acres of tobacco in his own family, he will 
surely have.some to sell. 

The CuatRMAN:- He would not consume all his milk either. 

The Witness: Obviously not. This tobacco that is grown is for the trade. 
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By Mr. Young: 
Q. The cigarette tobacco that he is going to grow, is that for his own use 
or for the trade?—A. Obviously it is for the trade. 
The CuarrMaNn: Local use, Mr. Young, is what he says. 


By Mr. Young: 
Q. Will it go into the market?—A. It is for the market, general trade. 
The CuarrMAN: Are there any other questions, gentlemen? 


By Mr. Boulanger: 
Q. Do you agree with the views of the two previous witnesses who stated — 
their opposition to the tax of 20 cents? 
The CuHarrMaNn: I have a suspicion that Mr. Boulanger does not agree with 
that. 


The Witness: I have been fighting this tax proposition for the last ten years. 


By the Chairman: 
Q. You are absolutely opposed to it?—A. Absolutely. 


By Mr. Boulanger: 
Q. Is there any general feeling of opposition to that tax in your district?— 
A. Certainly. The only setback comes from those petitions which our people 
were induced to sign without full knowledge of the facts, and which they signed 
when conditions were considerably depressed. 


By the Chairman: 

@. You also assert, do you, that the petitions were signed under a misunder- 
standing?—A. Certainly; they were deceived because that is what induced them 
to sign a counter petition. They felt they were deceived so they signed a counter 
petition. 

The CuHarrmMan: Are there any other questions? Thank you very much, 
Mr. Forest. 


Witness discharged. 


Victor CHARTRAND, sworn. 


By Mr. Sommerville: 


Q. What are your qualifications, Mr. Chartrand?—A. Vice-President and 
General Manager of Forest Limited, cigar manufacturers. 

Q. Where are you from?—A. L’Epiphanie. 

@. And you manufacture a large quantity of cigars per year?—A. I at one 
time manufactured as many as 7,000,000 cigars in one year. 

@. You are an independent manufacturer then?—A. Yes, sir. 

Q. Well now, what has been your experience, Mr. Chartrand, in your sale 
of the cigars, and your competition, your conditions?—A. Some years ago we 
bea 5,000,000 or 6,000,000 cigars a year. Last year I manufactured 
1,100,000. | 


By Mr. Factor: 
Q. Do you manufacture by machine or by hand?—A. By hand. 


By the Chairman: 


Q. What happened to reduce your output?—A. Because of the influence or 
pressure exerted by the Imperial Tobacco Company on our jobbers, retailers and 
dealers; our production is lessened. 
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Q. Will you please explain what you mean by influence?—A. From what the 
jobbers state. The jobbers say that the Imperial Tobacco Company more or 
less compel them to carry the Imperial Tobacco Company line of goods. 

Q. We want to get that clear. Did the jobbers inform you that they cannot 
buy your stock because the Imperial Company objects to them carrying other 
than Imperial Tobacco Company’s stock?—A. They do not tell us openly but 
they give us that impression, in more or less veiled terms. 

Q. And they will refuse to buy?—A. Yes, they refuse to buy. 

Q. That is pretty effective, is it not? 


By Mr. Baribeau: 
Q. You sell all your output through the jobbers?—A. Yes, to the jobbers. 


By Mr. Sommerville: 


Q. And your production has been reduced from 5,000,000 or 6,000,000 five 
years ago to a million and a half last year?—A. Yes, sir. 


By Mr. Factor: 


__ Q. Do you have any difficulty in advertising your product in competition 
with the Imperial product, that is, difficulty in having your products advertised 
In competition with Imperial—A. Certainly. 


By Mr. Sommerville: 


Q. What are the difficulties?—A. One difficulty is, that when we put up 
any advertisements or posters they are removed. We are told that the travellers 
who visit these different shops to sell place their own posters over ours. 

Q. That is, the posters you are referring to, the circulars or the advertising 
you are referring to is advertising in the stores of the merchants that are selling 
your goods?—A. Yes. These signs or posters are of metal, and they might be 
placed on the inside of the store or outside, or on doors, or around the premises 
within and without. 


By Mr. Factor: 


Q. Has any merchant complained to you that a traveller of the Imperial 
Tobacco Company forced him to take down your sign?—A. I have no personal 
knowledge, but the merchants tell me that the Imperial Tobacco Company 
representative visits or calls on those stores and simply tacks up his own adver- 
tising sign over mine and the merchant says “What can I do about it.” 

Q. Has that merchant ever received a threat from that representative that 
he cannot get Imperial products unless he is permitted to do that?-A. Well, 
the statement is repeatedly made but we cannot prove it. It is hard to prove 
it. 

By Mr. Kennedy (Winnipeg) : 

Q. Did the representatives selling their products ever reciprocate in the 
same spirit, by putting your signs up over the other fellow’s?—-A. No, we would 
be killed. 

Q. I know that is done in an election campaign. 

The CHairMAN: Well, this is not an election. 


By Mr. Sommerville: 

Q. Have you found, Mr. Chartrand, that on occasions merchants have been 
required to take your goods from a prominent position and put them behind the 
counter or under the shelf?—A. Thousands and thousands of times that has 
been done. 

The CHAIRMAN: Good Lord. 
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By Mr. Sommerville: 
Q. That is a general practice?—A. The general practice all over. 
Q. And that is required by the Imperial Tobacco Company’s representa- 
tive?—A. That is what we are told. 


By Mr. Factor: 

Q. Do you know of any agreement that the Imperial representative exacts 
from the merchant to display Imperial products to the extent of 80 per cent?— 
A. I do not know whether there is any understanding or agreement, but I 
know that the merchants are compelled to do it. 


By Mr. Sommerville: 
Q. Have you had, or do you know of, a case in which window displays of 
your goods have had to be taken out and Imperial put in at the request of the 
Imperial Tobacco Company?—A. We never went in for any window displays. 


By Mr. Boulanger: 

Q. Mr. Chartrand, did you ever hear it said that the Imperial Tobacco 
Company compel merchants to make a monthly return to the Imperial Tobacco 
Company of the goods or lines sold by competitors—goods of their competitors 
which the merchant sells?—A. I have heard said, that I could offer no proof 
in that regard. 

The CuairMAN: Are there any other questions? 

The INTERPRETER: He says he has one last statement to make. 

The Witness: Some years ago the Imperial Tobacco Company approached 
him with the intimation, or told him, that his company would have to sell out 
to the Imperial Tobacco Company. He said he would not sell out. The Imperial 
Tobacco Company told him that he would have to dispose of his enterprise on 
their own terms, because they were going to set up an establishment at that 
point where the witness had his own plant or business. 


By the Charman: 
Q. In opposition?—A. In opposition. 


By Mr. Kennedy (Winnipeg) : 
Q. When was that?—A. I could not state definitely, it was around about 
1923. 
Q. They have set up a factory in opposition?—A. They have set up a 
factory, and said to me, if you do not sell you will be out of the market. 


Mr. Factor: Out of the picture. 


By Mr. Boulanger: 

Q. Did you ever hear that the Imperial Tobacco Company determined the 
quantity which a merchant was to buy from the Imperial Tobacco Company, 
and the proportion which the same merchant was to buy from the Imperial 
Tobacco Company’s competitors?—A. I never heard anything to that effect. 


By the Chairman: 


Q. What brand of cigars do you make?—A. We manufacture cheap cigars. 
We have to do that. We make 2 for 5 cents, 3 for 10, and 5 cent cigars. 


By Mr. Factor: 


_ Q. How much do you pay your workers for manufacturing 1,000 cigars?— 
A. On the two-for-five we pay cigar makers $3; on the three-for-ten, $4; on 
the five cent, $6 to $10. 

Q. Let us get this right. You say that on the two-for-five you pay $3 a 
thousand?—A. Yes. On the three-for-ten, $4; and on the nickel cigars, $6 to $7. 


PRICE SPREADS AND MASS BUYING 1701 


By Mr. Sommerville: 


Q. And they are all hand made?—A. Yes. And that is beside stripping, 
packing, wrapping, and everything like that; that 1s only the cigar makers. 


By Mr. Boulanger: 


Q. What proportion of Canadian tobacco do you use in the production of 
your cigars?—A. 96 per cent is Canadian tobacco. 


By Mr. Edwards: 


Q. What is the average quantity of cigars a man will make in a day, 
say 5-cent cigars; how many will he make in a day—A. I could not give you 
an average, because that depends on the speed and ability of the operator. 

Q. Will he make a thousand?—A. No. 

Q. Half a thousand?—A. Make about 400 to 500 cigars in a day. 

Q. So he will make about $3.50 to $4 a day? 


By Mr. Ilsley: 
Q. Is your help all male help?—A. We employ girls, women, boys and men. 


Ry Mr. Sommerville: 


Q. Just a moment, I want to ask you a question: you said the Imperial 
said you had to sell out—what further was said about that, or what notice 
was given to you at the time when they were pressing you to sell out?—A. One 
of the managers, Mr. Levine, sent for me and told me that they were going 
to establish themselves in my town and I would have to sell. 

Q. And did he say on what terms you would have to sell?—A. No, you have 
to sell—that is all. 

_ Q. Did he say to you, take your inventory to-night we are going to take 
you over?—A. He simply said, you will be well advised to sell out. 


By Mr. Factor: 


Q. Can you tell me how much it costs to pack the cigars, say the nickel 
cigars?—A. Nickel cigars would be $1; this includes wrapping and cellophane. 

Q. The dollar includes packing, banding and cellophane?—A. No, no, not 
banding, wrapping in cellophane and packing in a box. 

Q. A dollar a thousand?—A. A dollar a thousand. 


By Mr. Senn: 


Q. Mr. Chartrand, do you purchase your supplies directly from the producer 
or from the dealer?—A. I buy my supplies from the grower. 

Q. Would you be in favour of the suggestion made in favour of this recom- 
mendation, that it would be better to do it by public auction than in the way 
it is done at the present time?—A. Under present conditions it is almost 
impossible to purchase what might be termed a uniform variety of tobacco. 
The suggestion I would make would be that the government should control 
the tobacco business through some method of classification, but without levying 
any tax whatever on the tobacco. — 


By Mr. Baribeau: 


Q. You are opposed to the tax of 20 cents a pound?—A. Certainly. If 
this tax were put on tobacco, there would not be the same freedom regarding 
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trade and production. Why should people be required to pay 20 cents to 
30 cents more a pound if the leaf tobacco were classified and cut; the Imperial 
Tobacco Company would have complete control, as it has it to-day, on cigars 
and cigarettes. 


The CHarrMAN: Thank you, Mr. Chartrand. 
Witness discharged. 


(The French version of the foregoing evidence of Messrs. Joseph Marion, 
Charles Frenette, Ernest Forest and Victor Chartrand follows immediately.) 


M. J.-C. BraucHamp est assermenté comme interpréte: 
M. JoseeH Marion est appelé et assermenté. 


M. Sommerville: 

D. Monsieur Marion, vous étes de Saint-Jacques-l’Achigan?—R. Oui mon- 
sieur. 

D. Vous représentez les producteurs de tabac de votre région? —R. Oui mon- 
sieur, C’est-A-dire que je fais le commerce du tabac en feuilles et je suis culti- 
vateur moi-méme. 

D. Voulez-vous exprimer votre opinion au comité sur la situation générale 
du tabac dans votre région ou dans la province de Québec?—R. II me fait plaisir 
de paraitre devant ce comité, dans l’intérét commun comme dans mon propre 
intérét. Le commerce de tabac canadien dans la province de Québec, surtout 
dans notre région, n’est pas prospére, c’est-A-dire que le producteur a de la mar- 
chandise en main qu’il ne peut pas vendre. 


Le président: 


D. Du point de vue du producteur?—R. Oui, du point de vue du producteur. 
Les bas prix, qui ont été payés depuis 1924, ont contribué certainement 4 nuire 
au producteur, qui a continué a produire, et malheureusement, depuis trois 
années consécutives, nous avons des mauvaises récoltes de tabac. Les gros manu- 
facturiers, |’Imperial Tobacco, achetaient en 1921 une partie des tabacs que les 
producteurs avaient en mains 4 cette date. L’aprés-guerre avait certainement 
contribué 4 faire baisser les prix de cette marchandise, comme d’ailleurs le prix 
des autres marchandises. En 1924, dés le début de 1924 et de 1925, les prix sont 
devenus meilleurs. L’Imperial Tobacco avec d’autres grosses compagnies, comme 
la Rock City Tobacco, avaient favorisé les producteurs par des achats assez 
considérables. Ja concurrence entre les manufacturiers, entre les manipulateurs 
a avantage le producteur en 1924. Depuis cette date, il n’y a pas eu d’achats 
considérables de faits par les gros manufacturiers. Probablement qu ils se sont 
approvisionnés ailleurs. Ontario, peut-étre plus habile que Québec, je ne sais 
pas, s’est mis & augmenter sa production. 


M. Sommerville: 


D. De quelle sorte de tabac en feuilles parlez-vous, M. Marion?—R. Je 
veux parler du tabac & pipe surtout, et je veux parler aussi du tabac A cigare, de 
la qualité que nous appelons le “Comstock”. 

D. Le comité voudrait que vous examiniez ces chiffres, M. Marion, il s’agit 
de tabac a cigare et en feuilles. Les prix moyens payés en 1928 étaient de 11.3 
c.; en 1929, de 15c.; en 1930, de 9c.; en 1931, de 5c.; en 1932, de 4c. Maintenant 
vous avez le tabac a pipe, le gros tabac, en 1928, le prix moyen était de 8.2¢.; en 
1929, de 12c.; en 1930, 10c.; en 1981, 5c.; en 1932, 3c. Maintenant voulez-vous 
les prix du petit tabac?—R. Oui. 
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D. En 1928, 27.8c.; en 1929, 24c.; en 1930, 16c.; en 1931, 8.5c.; en 1932, 7c. 
On vous demande maintenant si les prix moyens du rapport officiel du Gouverne- 
ment représentent & peu pres le fléchissement ou la diminution dans les prix du 
tabac dont vous parlez?—R. Vous avez, vous, en 1928, combien? 


Le président: 


D. La variation est bien minime?—R. I] y a une différence dans les prix 
que j’ai payés mol, pour faire mon commerce. 

D. Ces chiffres sont-ils & peu prés exacts?—R. Vous avez en 1931, combien, 
4¢c.? 

D. 5c.—R. La majorité du tabac produit dans la province de Québec, qui 
était de bonne qualité, s’est vendu plus cher que cela. 

D. Ces prix-ci représentent les prix moyens de toute la province de Québec, 
pour ces trois qualités, vos chiffres se rapportent peut-étre a la production dans 
votre région?—R. Oui. Mais vous avez des années ot: la moyenne est de 4c. la livre 
pour du tabac de premiére qualité. ° 


Le président: 


D. Ein quelle année?—R. En 1932. 

D. Occupez-vous seulement de votre district, donnez-nous les prix de 1929 
et de 1933 seulement.—R. En 1929, les prix dans ma région étaient de 4c. a 138¢. 
la livre, 4c. pour ce que nous appelons qualité inférieure. Lorsque nous achetons 
une récolte de tabac il y a toujours environ 20 p. 100 du tabac qui est de qualité 
inférieure et que nous payons un prix moindre. 

D. Est-ce la feuille a cigare ou le tabac en feuilles?—R. Je parle des deux 
qualités de tabac; en 1929, la moyenne payée fut de 4c. a 138c. la livre. 


M. Sommerville: 


D. Maintenant, en 1933?—R. En 1933, c’était de 3c. 4 8c. la livre. 

D. Continuez votre exposé, monsieur Marion.—R. Ces messieurs tiennent & 
trouver les raisons pour lesquelles le tabac est stationné chez les cultivateurs. 
Avec les prix qui sont offerts, il ne peut certainement pas le vendre et rencontrer 
ses dépenses, faire honneur 4 ses affaires. Premiérement, par le fait que les 
gros manufacturiers ont cessé d’acheter. Deuxiémement, la ligne de crédit a été 
retirée par les banques. La ligne de crédit que le cultivateur avait obtenue 
autrefois lui permettait de garder son tabac dans l’espérance de trouver un 
meilleur marché. Les cultivateurs qui autrefois avaient. une ligne de crédit a 
la banque ont été obligés de vendre leur récolte 4 sacrifice pour rencontrer le cotit 
de la production. 

D. Etes-vous redevable 4 la banque, a cause de l’attitude des banques au 
sujet de la ligne de crédit? L’attitude des banques et la diminution de la ligne 
de crédit influencent-elles la production?—R. Seulement, un grand nombre de 
cultivateurs avaient des facilités par les années passées, ils obtenaient toujours 
un certain montant de la banque, je suppose en donnant leur tabac en garantie. 

D. Est-ce qu’il existe un systéme, dans la province de Québec, en vertu 
duquel les marchands ou les commercants d’engrais chimiques prennent une 
hypothéque ou obtiennent une garantie sur le tabac qui est produit?—R. Non. 

D. Continuez & exposer vos vues, M. Marion.—R. Les cultivateurs qui, 
auparavant, obtenaient une ligne de crédit 4 la banque ont été obligés de vendre 
leur récolte 4 sacrifice afin de rencontrer leurs affaires. Pas tous les cultivateurs, 
mais un grand nombre ont été forcés de vendre a un prix de 2¢., 3c., et quelque- 
fois 4c. la livre. 


1704 SPECIAL COMMITTEE 


M. Baribeau: 

D. Est-ce qu’il y a une grande quantité de tabac de la derniére récolte qui 
n’est pas encore vendu?—R. Il y en a quelques millions de livres, de vieux tabac, 
je ne pourrais pas mentionner les chiffres exacts. Cela, c’est du vieux tabac, de 
2, 3 et méme 4 ans. 

D. Qui est encore en entrepot?—R. Oui. 


M. Sommerville: 
D. Ce tabac est-il entre les mains des cultivateurs ou des compagnies?—R. 
La plus grande partie est encore entre les mains des cultivateurs, et une partie 
est entre les mains des manipulateurs. 


M. Barbeau: 


D. Est-ce que la proportion de tabac 4 pipe non vendu est plus grande que 
la feuille & cigare?—R. C’est certain que la proportion de tabac 4 pipe est plus 
grande par le fait que nous avons eu de mauvaises récoltes et qu’il est impos- 
Sible d’employer ce tabac-la pour faire des cigares. Par conséquent, ce tabac 
reste entre les mains des cultivateurs qui attendent de meilleurs prix. I] est im- 
possible de le vendre aujourd’hui. 


M. Sommerville: 


D. Continuez votre exposé.—R. Maintenant, depuis plusieurs mois surtout, 
le commerce fut immobilisé. II s’est fait une campagne, par les gros manufac- 
turiers. Ils faisaient signer des requétes par les cultivateurs, pour l’imposition 
d’un droit de 20c. par livre, sous le prétexte que cette taxe... 

D. Sur le tabac en feuilles?7—R. Oui monsieur... un droit de 20c. par livre 
sur tout le tabac en feuilles qui se détaillerait, qui serait vendu soit par le mani- 
pulateur ou par le consommateur, c’est-a-dire, sur toute vente de tabac en feuilles 
il y aurait un droit de 20c. par livre. 


Le président: 
D. Quelle est votre opinion sur ce point?—R. Les producteurs qui signaient 
ces requétes le faisaient sous la sollicitation et sous le prétexte que cette taxe 
améliorerait la vente de leur tabac. 


M. Boulanger: 


D. Qui vous a fait des représentations au sujet de cette taxe?—R. Dans 
notre région, c’était contrélé par un agent de l’Imperial Tobacco. 


M. Baribeau: 

D. Croyez-vous que les grosses compagnies ont quelque intérét A faire im- 
poser cette taxe sur le tabac?—R. Si je m’en rapporte aux déboursés que les 
agents, les acheteurs de l’Imperial, faisaient dans notre région, ils ont di obtenir 
10c. par nom pour recueillir les signatures. 


M. Boulanger: 


D. Maintenant, M. Marion, avez-vous une idée du nombre de personnes 
qui ont signé ces requétes?—R. Sur les représentations qui leur ont été faites, 
beaucoup de producteurs ont signé ces requétes, seulement ils n’avaient pas beau- 
coup de renseignements. L’idée était que c’était pour éliminer le petit culti- 
Nee ou le petit commer¢ant qui offre au consommateur du tabac de qualité 
inférieure. 


M. Baribeau: 


D. Est-ce & votre connaissance qu’il y a eu des contre-requétes signées?— 
R. Oui monsieur. 
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Le président: 

D. Que pensez-vous, vous-méme, au sujet de cette ligne de conduite? De 
Vimposition de cette taxe?—R. La maniére dont ils ont procédé me répugne. 
Il est vrai que la requéte qu’on présentait contenait des détails, mais le produc- 
teur qu’on sollicitait ne se donnait pas le trouble de lire ce qu’il y avait sur cette 
requéte, 4 cause des représentations verbales que faisait le solliciteur. 


M. Baribeau: 


D. Etes-vous en faveur de l’imposition d’une taxe telle que proposée?—R. 
Voici: en réalité cette taxe frappe le consommateur, elle frappe celui qui veut 
avoir une qualité supérieure comme celui qui est obligé de se contenter d’une 
qualité inférieure. C’était 20c. la livre sur toute livre de tabac qui allait sur le 
marché. 

Deuxiémement, les petits, les marchands moyens auraient pu difficilement 
disposer du capital pour mettre cette taxe de 20c. par livre sur chaque livre de 
tabac qui aurait été sur le marché. Cela en éliminait un grand nombre. 


M. Sommerville: 


D. L’avocat du comité vous signale qu’il a en main plusieurs requétes por- 
tant des milliers de signatures de gens opposés 4 Vimposition de cette taxe. 


M., Ilsley: 

D. On a payé 10c. par nom pour induire les gens & signer la requéte et non 
pour signer la contre-requéte?—R. Pour signer la requéte. On ne payait pas 
10c. & celui qui signait, on payait 10c. au solliciteur,—pas 4 celui qui était 
sollicité, au solliciteur. 


M. Edwards: 
D. Qui payait ce 10c.?—R. L’agent de |’Imperial Tobacco, M. Fontaine. 


M. Ilsley: 


D. Est-ce qu’on vous a exposé ou expliqué comment l’imposition de cette 
taxe d’accise de 20c. aiderait le producteur?—R. Oui, en ce sens que l’agent de 
Imperial Tobacco et ceux qui sollicitaient des noms de porte en porte leur 
disaient que, si la taxe de 20c. était appliquée, tout de suite ils achéteraient la 
balance de leur tabac 4 un prix supérieur. 


M. Kennedy (Riviére-la-Paix) : 

D. Ont-ils acheté le tabac?—-R. Non, parce qu’il y a eu des contre-pétitions. 
Quatre-vingt-quinze pour cent de ceux qui avaient été trompés, ou pas suffisam- 
ment renseignés, ou de trop bonne foi, ont signé les contre-requétes. 

Si vous voulez me le permettre, je m’en vais vous donner mon impression 
d’hier. En plus, ceux qui sollicitaient des signatures disaient: “Les producteurs 
de tabac de l’Ontario ont tout vendu leur tabac, ils sont bien payés, ils sont 
riches. Il y a quelques années, ils plantaient seulement quelques arpents de 
tabac; aujourd’hui ils en récoltent des millions et des millions de livres, Ils ont 
leur argent, ils sont bien heureux avec les grosses compagnies.” 

Hier, si j’ai compris quelque chose, il y a des producteurs qui n’ont pas été 
aussi favorisés, comme le disaient certains intéressés. 


M. Ilsley: 
D. A quelle époque a-t-on fait circuler ces requétes dans votre région?—R. 
Ils ont commencé, je crois, dans le mois de janvier,—décembre ou Janvier. 
M. Sommerville: 
D. Depuis les derniers six mois?—R. Oui. 
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M. Boulanger: 


D. Il n’y a aucun doute, M. Marion, que ce ne sont pas les planteurs eux- 
mémes qui ont parti le mouvement, mais que le mouvement a été parti par les 
manufacturiers de tabac?—-R. Certainement, 


M. Isley: 


D. Comment |’imposition de ce droit d’accise aiderait-il les manufacturiers? 
—R. En ce sens que c’est de nature a faire disparaitre un grand nombre de mani- 
pulateurs de tabac,—ils auraient le contrdle. 


M. Kennedy (Winnipeg-Centre-Sud) : 

D. Est-ce que cette taxe aurait pour effet de limiter, ou de placer le con- 
trdle de la préparation du tabac entre les mains des gros manufacturiers?—R. 
Bien, certainement qu’en éliminant tout ce qu’on appelle les petits et les moyens 
manipulateurs, les commergants moyens de tabac, c’est de nature & donner tout 
Yavantage aux puissants, aux plus forts, aux trés forts. 

D. Est-ce cela qui poussait les individus & demander l’imposition de cette 
taxe, l’idée de concentrer le commerce entre les mains des grands manufacturiers? 
—R. Certainement. 


M. Young: 

D. OU ce petit commercant avait-il l’habitude de vendre son tabac? A 
quel endroit le petit commerg¢ant avait-il l’habitude de vendre son tabac—R. Au 
détail. 

M. Barvbeau: 

D. Ne croyez-vous pas qu’en imposant une taxe de 20c. par livre sur le 
tabac en feuilles, cela favoriserait beaucoup la vente du tabac en paquets.—R. 
Vous me demandez, monsieur ? 

D. Si Vimposition d’une taxe de 20c. par livre sur le tabac en feuilles favo- 
riserait la vente du tabac en paquets?—R. Dans la province de Québec, vous 
savez que les gens sont habitués, pour un grand nombre, & fumer du tabac en 


feuilles. 
M. Edwards: 


D. Est-ce la qualité de tabac que vendent les colporteurs?—R. Les colpor- 
teurs vendent en partie du tabac en feuilles. C’est la raison pour laquelle je 
voudrais un contréle, moi; depuis vingt-cinq ans, je voudrais un contréle sur 
la vente du tabac en feuilles. 


M. Factor: 


D. Etes-vous en faveur de l’imposition de cette taxe?—R. Non, monsieur. 
Je puis donner beaucoup d’autres raisons. 

D. Quel autre contréle ou réglementation favoriseriez-vous, M. Marion?— 
R. La province de Québec nous a fait quelque chose; c’est un gros commence- 
ment; en janvier dernier, ils ont mis en vigueur une loi concernant la préparation 
et la vente des tabacs en feuilles. 


M. Sommerville: 


D. Nous venons de distribuer aux membres du comité un mémoire qui est 
censé avoir été soumis au comité par vous-méme: Est-ce bien... 

M. Barrerre: Lisez-le 4 haute et intelligible voix. (Le témoin donne lecture 
au comité du mémoire suivant.) ' 


La demande que je viens mettre devant le comité d’enquéte est la 
méme que celle qui fait le fond des requétes signées par les planteurs de 
tabac du district nord de Québec comprenant les comtés de L’Assomption- 
Montcalm-Berthier et Joliette; 
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Nous demandons qu’il ne soit pas imposée de taxe sur le tabac vendu 
en feuilles 4 d’autres qu’aux manufacturiers, que ce commerce ne soit pas 
prohibé. 

La moitié de notre production se vend, en feuilles, 4 l’état brut, 
directement du producteur au consommateur, par l’intermédiaire des 
commercants, sans passer par la manufacture. Comme cela représente 
une forte partie de la consommation de tabac de notre province, il s’ensuit 
que le manufacturier voudrait prohiber cette vente pour arriver 4 faire 
passer tout le tabac a pipe par la manufacture; c’est naturel, la est la 
lutte. 

De son cdté, le planteur tient a ce débouché, grace auquel il a 15 
et 20 acheteurs pour son tabac, au lieu d’un seul. L’enquéte actuelle, au 
cours de laquelle le planteur de l’Ontario s’est plaint d’étre 4 la merci du 
trust du tabac, n’est pas pour le faire changer d’idée. 

On a dit ici méme que la pipée de tabac canadien était passée de 
mode, qu’il fallait étre de son temps; il serait curieux de faire une enquéte 
auprés de nos députés fédéraux de Québec, on serait surpris—comme dans 
le cas du billet de loterie dont parlait M. Taschereau—de voir le nombre 
de sacs de tabac canadien naturel qu’il y a; et pourtant ils doivent étre 
& la page... 

Sans doute le commerce de tabac en feuilles, comme tous les autres, 
est afiecté par la crise actuelle, mais il est bien évident que ce n’est pas 
en fermant un débouché pour une bonne partie de notre production que 
nous aurons une amélioration; nos planteurs veulent garder leur vente 
libre. 

Nos suggestions ressemblent beaucoup a celles des planteurs de 
Ontario: organisation de la classification officielle au moyen d’un entre- 
pot central de séchage, de classification et de vente aux enchéres publi- 
ques. : 

Nous avons trop de variétés de tabac; la classification en réduirait 
le nombre; la classification officielle et la vente aux enchéres publiques 
donneraient un marché régulier et certifié pour nos tabacs 4 pipe, tabacs 
aromatiques et autres régulariseraient la production et la vente de nos 
tabacs 4 cigares, rendraient possible l’exportation d’une certaine quantité 
de ces tabacs; enfin c’est & peu prés le moyen essentiel pour la production 
et la mise sur le marché des tabacs 4 cigarettes que nous espérons pro- 
duire sous peu. 

Dans notre district, la culture est & base familiale; nous pouvons 
nous contenter de prix ordinaires et y trouver notre profit; qu’on nous 
laisse notre marché libre de tabac en feuilles; qu’on nous aide a4 orga- 
niser un poste de séchage, de classification et de vente aux enchéres et 
notre industrie remontera la céte. 

Et sur ces terrains, nous rejoignons les demandes formulées par les 
planteurs de 1’Ontario. 


M. Boulanger: 


D. Monsieur Marion, 4 part d’étre un planteur de tabac, je comprends que 
vous étes aussi un commercant de tabac?—-R. Oui, monsieur. 

D. Pouvez-vous dire approximativement combien de livres de tabac vous 
achetez des cultivateurs, par année?—R. En 1929, j’ai acheté prés d’un million 
de livres de tabac. 

D. Des planteurs?—R. Des planteurs de tabac. 

D. En 1930?—R. En 1930, j’ai acheté seulement environ 400,000 livres de 
~tabac. 

D. Les années suivantes?—R. L’an dernier... 
D. Avez-vous 1931?—R. 1931, je ne l’ai pas. 
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D. Avez-vous 1932?—R. Depuis 1982, j’ai réduit mon commerce, j’ai été 
dans l’obligation de le réduire parce que, & cause des bas prix, le cultivateur 
s’en va vendre lui-méme son tabac, malheureusement. 


M. Baribeau: 

D. Est-ce que cela veut dire que vous aviez moins de vendeurs, que moins 
de tabac vous était offert?—R. A cause des bas prix. C’est la raison pour 
laquelle je veux un controle, c’est une des raisons pour lesquelles je veux un 
contréle, si c’était possible, sur la vente des tabacs en feuilles. Mais il n’est 
pas nécessaire, pour controler la vente du tabac en feuilles, d’imposer une taxe de 
20c. par livre. 

D. Voici ot je veux en venir: Vous dites qu’en 1930 vous avez acheté un 
million de livres de tabac?—-R. En 1929. 

D. En 1930, vous en avez acheté 400,000 livres?—R. Oui. 

D. Pour quelle ralson en aveZ-vous acheté 600,000 livres de moins en 1930? 
—R. En 1929, nous payions le tabac de 4 @ 13c. la livre et le cultivateur trou- 
vait quil était assez rémunéré, il nous le vendait; mais, depuis, par le fait que 
les gros manufacturiers n’ont pas pu acheter, les prix ont diminué et la vente du 
tabac en feuilles n’étant point contrdlée, le cultivateur, le producteur, qui ne 
trouvait pas les prix offerts suffisants, fait l’essai d’écouler sa marchandise 
lui-méme. 


Le président: 

D. Quelle sorte de contréle proposeriez-vous pour améliorer la vente du tabac? 
—R. La fixation d’un prix minimum pour la premiére qualité. Deuxiémement, la 
plantation d’une seule variété sur une méme ferme. II] y a des cultivateurs qui 
plantent cing ou six variétés de tabac; ils cultivent cing arpents de tabac et ils 
plantent cing variétés de tabac. 


M. Edwards: 


D. Dans votre mémoire, vous dites qu’il y a trop de variétés de tabac sur 
le marché?—R. Ce n’est pas mon mémoire, cela. 

D. Dans le mémoire que vous avez lu?—R. C’est le mémoire d’un ami. 

D. Un mémoire a été présenté au comité l’autre jour au nom de |’Imperial 
Tobacco. Dans ce mémoire, |’Imperial Tobacco suggére de limiter la variété des 
tabacs cultivés et cette compagnie mentionne certaine variété particuliére de tabac 
qui devrait étre produite dans le comté de Norfolk, dans |’Ontario. En d’autres 
termes, il s’agirait d’uniformiser la variété, ou d’avoir certaines variétés 
uniformes?—R. Seulement, il y a des variétés qui, & cause de la différence des 
climats, peuvent se produire dans l’Ontario et ne peuvent pas se produire dans 
notre région. 


M. Boulanger: 


D. Combien de tabac avez-vous acheté dans les trois derniéres années?—R. 
Une moyenne de 300 4 400,000 livres. I] ne faut pas oublier que j’avais en 
stock 350,000 livres de tabac qui m’étaient restées de l’année 1928 et 1929. 

D. Combien y a-t-il de marchands de tabac comme vous dans la région de 
Joliette?—R. Je ne peux pas le déterminer. 

D. A peu prés?—R. Dans mon district, dans le district de Joliette? 

D. Oui.—R. Une soixantaine, & peu pres. 

D. Quelle quantité, & peu prés, achétent-ils, par année?—R. Je ne peux 
pas le dire. 

i D. Vous n’avez pas méme |’idée approximative?—R. C’est assez difficile & 
ire. 

D. Quelle proportion de la production, les achats des commer¢ants repreé- 
sentent-ils?—R. Ah! la plus forte quantité. C’est une question 4 laquelle il est 
tres difficile de répondre. 
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D. Les commercants de tabac qui achétent le tabac en feuilles des planteurs, 
achétent ce tabac en concurrence avec les agents de |’Imperial Tobacco et des 
autres manufacturiers, n’est-ce pas?—R. Oui, mais on ne les a pas vus beaucoup 
nous faire de la concurrence depuis plusieurs années; ils n’ont pas acheté. 

D. Cette concurrence, 4 supposer qu’elle existe, est-elle avantageuse pour 
les planteurs de tabac?—-R. Certainement. 


M. Boulanger: 

D. Maintenant, si les commercants de tabac se voient imposer une taxe de 
20c. par livre sur le tabac en feuilles, est-ce que cela ne serait pas au désavan- 
tage du planteur?—R. Certainement. Si 50 p. 100 ou 75 p. 100 des manipula- 
teurs de tabac qui font les achats chez les producteurs sont éliminés, cela sera 
de nature & favoriser ceux qui vont rester, avec la possibilité d’acheter et & des 
prix moindres. Plus il y a de concurrence, plus il y a d’excitation. 


Le président: 
D. Le petit commercant serait éliminé?—R. Pas seulement le petit, il y en 
a qui sont assez puisants aujourd’hul, vous savez. 
D. Le commercant serait éliminé mais non pas le producteur?—R. Non, le 
producteur ne serait pas éliminé. 


M. Boulanger: 

D. L’élimination des commercants aurait-elle pour résultat de mettre le 
marché du tabac en feuilles entre les mains des gros manufacturiers?—R. C’est 
le moyen d’éliminer le commerce du tabac en feuilles. 

D. Un autre résultat ne serait-il pas de forcer le cultivateur ou le consom- 
mateur de la province, qui achétent du tabac en feuilles, qui le coupent eux- 
mémes, de forcer ces gens-la 4 s’approvisionner de tabac préparé, en paquets, 
chez les manufacturiers?—R. C’est assez difficile, ca; dans les temps qui courent, 
surtout dans les temps de crise, cela est difficile. Si les chémeurs sont obligés 
de payer 20 ou 25c. la livre de plus pour le tabac, cela n’améliore pas la qualité, 
cela la détruit plutdt. Le moyen que je suggére serait a l’avantage du produc- 
teur, du consommateur, du manipulateur et 4 l’avantage du manufacturier, car 
le producteur serait forcé de tenter de produire une meilleure qualité de tabac, 
et si vous me le permettez... 


Le président: 

D. Exposez vos suggestions—R. J’en étais rendu a la production d’une 
seule variété sur une méme ferme. Troisitmement: §8’il était possible de faci- 
liter le crédit des cultivateurs par les banques. Quatriémement: Le contréle de 
la vente serait fait par une licence. 


M. Sommerville: 

D. A qui le permis s’appliquerait-il, au vendeur?—-R. A toute personne, & 
tout manipulateur de tabac. Voyez-vous, dans la province de Québec, on a 
mis une loi en vigueur qui est de nature déja 4 améliorer le produit. Sur chaque 
colis de tabac, il faut mettre le nom du manipulateur ou le nom de celui qui le 
détaille. 

M. Baribeau: 

D. Vous dites que sur chaque livre de tabac vendu au comptoir, le nom du 
producteur doit étre écrit, ou est-ce le nom du vendeur?—R. Le nom de celui 
qui le prépare ou le nom du vendeur, ou de celui qui l’écoule. 

D. Sur chaque livre?—R. Oui, sur chaque livre, la loi est en force depuis le 
mois de janvier. Maintenant, il y a deux lacunes pour moi, dans la loi,—il n’y 
a pas de loi parfaite, mais c’est un bon commencement. Premiérement, on exige 
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de marquer: “Produit de Québec ou Produit d’Ontario”; le nom authentique de 
la variété, et on a oublié de mentionner la qualité. Deuxiémement, il faut mar- 
quer le nom et l’adresse du manipulateur ou du détaillant. Cela est trés bien. 
Maintenant, je suggére un droit, une licence & tous les manipulateurs de tabac. 
Pour plusieurs raisons, surtout... 


Le président: 

D. Vous voulez dire le manipulateur qui achéte du producteur?—R. Le 
manipulateur. Aujourd’hui, le méchant producteur, malgré qu’il soit obligé, s’il 
veut écouler son tabac, de mettre une étiquette dessus, 4 cause de la loi qui est 
en vigueur, peut €étre encore favorisé par le fait que la loi ne parle pas de la 
qualité. 

D. La qualité devrait étre indiquée sur le paquet?—R. Certainement. Main- 
tenant, j’ai connu des cultivateurs, méme de bonne foi assez, qui jugeaient leur 
situation impossible et qui voulaient la rendre meilleure, qui font imprimer des 
étiquettes au nom de leur petits-fils ou de leurs fils, et puis il y a des manipula- 
teurs de tabac qui l’ont fait. J’attaquerai surtout les manipulateurs, pas les 
producteurs, car des producteurs je n’en connais qu’un. Ces gens ont vendu, en 
se servant de la rigueur de cette loi, du tabac de qualité inférieure portant des 
étiquettes. S’ils avaient été obligés de mettre sur leur étiquette le numéro d’une 
licence, qui serait de $50, cela aurait été impossible, car, par une licence du 
manipulateur ou du détaillant de tabac, le producteur de tabac serait dans l’obli- 
gation de vendre son tabac a un homme licencié, et s’il n’est pas satisfait du 
prix qui lui est offert, il pourrait prendre une licence lui-méme. 

D. Avez-vous d’autres suggestions & faire?—R. Non monsieur. 


M. Baribeau: . 


D. Y a-t-il, dans les comtés que vous représentez, L’Assomption-Montcalm, 
Joliette et Berthier, des compagnies qui achétent du tabac et qui sont contrélées 
par Imperial Tobacco ou d’autres compagnies?—R. II est trés difficile de répon- 
dre a cette question car les agents sont quelquefois des manipulateurs de tabac. 
Je ne connais pas leurs opérations intérieures, je ne vois que l’extérieur, 


M. Young: 


D. Tout a lheure, vous avez dit que vous aimeriez & produire du tabac & 
cigarettes. Les producteurs de tabac d’Ontario ont soumis un mémoire dans 
lequel ils disent qu’ils ont le monopole de la production du tabac 4 cigarette?— 
R. Je pense qu’ils disent vrai. 

D. Sur quoi fondez-vous lespérance que vous pourrez produire du tabac & 
cigarettes dans la province de Québec?—R. Moi, si j’avais rédigé ce mémoire, 
—quoique Je n’y suis pas opposé, et je n’ai eu l’occasion de le lire que ce matin, 
je crois que notre climat ne favorise pas beaucoup la production du tabac & 
cigarette. Seulement le gouvernement provincial par l’entremise de ses agro- 
nomes est a faire des expérience et ils ont eu des résultats assez satisfaisants, 
parait-il. 

M. Boulanger: 


D. M. Marion, un témoin a laissé entendre, ici, que le tabac, acheté par les 
commercants dans votre région, n’était que des déchets, qu’est-ce que vous avez 
& dire 4 ce sujet?—R. Je crois que ce monsieur fut mal informé. 

D. Est-ce que ce n’est pas votre pratique, M. Marion, quand vous achetez 
du tabac d’un producteur, d’acheter toute sa récolte, le bon, le moyen, le mauvais, 
vous achetez tout?—R. A la premiére question, je répondrai que celui que j’ai 
vu, dans le mois de janvier, le premier sur le chemin pour acheter voulait acheter 
seulement le tabac le plus commun de la récolte de 1933. Je ne sais pas si 
e’était pour lui ou pour |’Imperial Tobacco, mais c’était un agent de l’Imperial 
Tobacco, qui a commencé 4 offrir 2c. la livre pour le tabac commun de la récolte 
de 1933. Je suis sous serment ici et je jure cela. II] n’achetait pas le bon. 
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Le président: 
D. Il achetait le tabac de qualité inférieure?—R. Oui, monsieur, il achetait 
le tabac de qualité inférieure, seulement ca. Je ne sais pas si c’était pour lui- 
méme, c’est un manipulateur de tabac, mais il est. agent pour l’Imperial Tobacco. 


M. Baribeau: 


D. Quelle a été la production totale du tabac dans les comtés que vous 
représentez, L’Assomption-Montcalm, Berthier et Joliette, durant les années 
1932 et 1933?—R. Si l’on tient compte des rapports des agronomes qui ont fait 
un certain recensement, on prétend que la quantité est d’environ 4 millions de 
livres, mais, moi, je crois que c’est plus que ¢a. 

D. Nous avons des rapports que la production est d’environ 10 & 12 millions 
de livres?—-R. Pour moi, il y en a plus que ea, dans les comtés que Vous m’avez 
nommés. II] s’en produit aussi dans le canton de Saint-Césaire. 


M. Boulanger: 

D. Quel serait l’effet, sur le prix du tabac au consommateur, de l’imposition 
d’une taxe uniforme de 20c. par livre sur le tabac en feuilles de toutes catégories, 
est-ce que cela ferait monter les prix?—-R. Certainement, mais seulement pour le 
consommateur. Cela n’améliorerait pas la qualité. 

1D. Est-ce que cela serait avantageux pour le producteur?—R. Du tout. 

D. Dans ces temps de crise que nous traversons actuellement, M. Marion, 
serlez-vous en faveur de forcer les cultivateurs & laisser le tabac en feuilles pour 
fumer le tabac en paquets?—R. Non, monsieur, il n’y a pas que les cultivateurs 
qui fument du tabac en feuilles, il y a aussi les autres individus. 

D. Il n’y a pas que les cultivateurs qui fument du tabac en feuilles?—R. 
Non, monsieur. 


Le témoin est congédié. 


M. Cuarues FRENETTE est appelé et assermenté. 


M. Parry: 
D. Vous représentez un groupe de producteurs de la région de Saint-Charles- 
de-Bellechasse?—R. Pardon, je ne représente pas de producteurs. 
D. Alors, & quel titre venez-vous faire des représentations, aujourd’hui, au 
comité?—R,. Moi, je viens donner les quantités de tabac que j’ai achetées des 
cultivateurs cette année et la moyenne des prix que j’ai payés. 


Le président: 

D. Etes-vous commercant ou producteur?—R. Je suis commercant. 

D. Alors, donnez vos renseignements.—R. Du ler janvier 1933 au 31 décem- 
bre 1933, }’ai acheté des cultivateurs 807,000 livres de tabac et le prix moyen 
que j’ai payé en 1933, fut de 5c. 5. la livre. J’ai acheté 800,000 livres de tabac 
des cultivateurs et 100,000 livres de la Coopérative de Saint-Jacques-de-l’Achi- 
gan. 

Le président: 


D. Pour le compte de qui achetez-vous du tabac?—R. Pour moi-méme. 

D. A qui vendez-vous votre tabac?—R. J’en vends une grosse partie aux 
marchands détaillants,—& peu prés 90 p. 100. 

D. Quelle sorte de tabac vendez-vous? C’est du tabac en feuilles?—R. C’est 
du tabac en feuilles seulement. 

D. Du tabac en feuilles & l’état brut?—R. A l’état brut, pour étre fumé; 
je le vends en feuilles pour étre fumé tel qu’il est; je n’en vends pas aux manu- 
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facturiers. En 1933, j’en ai acheté 800,000 livres des cultivateurs. La moyenne 
du prix que j'ai payé aux cultivateurs a été de 54c. Ce que j’al acheté de la 
Coopérative, je l’ai payé 4$c.,—a peu prés, je suppose, 50 p. 100,—et dans les 
tabacs aromatisés, j’al payé To. 


M. Kennedy (Winnipeg-Centre-Sud) : 
D. Quelle est la qualité de ce tabac que vous avez acheté? Vous avez dit 
que vous en avez acheté 4... —R. A 44ce. 
D. Quelle était la qualité de ce tabac-la?—R. Bonne qualité dans les grands 
tabacs, la variété des grands tabacs, tels que Connecticut, le grand Havane... 


Le président: 
D. Il ne s’agit pas de tabacs séchés & l’air chaud?—R. Aucune préparation. 


M. Sommerville: 
D. Est-ce qu'il y avait du tabac 4 cigare?—-R. Non, il n’y en avait pas. 
D. Simplement du tabac 4 pipe?—R. Oui. 
D. Qu’est-ce que vous entendez var le tabac aromatisé? Est-ce que c’est du 
tabac & pipe aussi?—R. C’est du tabac & pipe. 


Voici un état du tabac que j’ai vendu en 1933: 


VENTES EN 1933 
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D. A quel prix avez-vous vendu votre tabac?—R. La moyenne, 114c. 

D. Est-ce le prix moyen ou la qualité moyenne du tabac?—R. La moyenne. 

D. Vendez-vous votre tabac comme vous I’achetez, en vrac, ou le mettez- 
vous en paquets?—R. La préparation me cotite 2c. par livre. Il y a le fret. Moi, 
je ne reste pas dans le district. 


M. Boulanger: 

D. Quelle préparation faites-vous subir au tabac avant de le vendre aux 
détaillants?—R. On le passe un peu & la “steam” pour le mettre en paquets 
d’une livre ou d’une demi-livre et en balles de vingt-cinq ou cinquante livres. 

D. Quand vous achetez du tabac du cultivateur, vous l’achetez en grosses 
balles?—R. Oui. 

D. Combien pésent ces balles-la, & peu prés?—R. Dix, vingt-cing et 
cinquante livres. 

D. Ensuite, vous défaites ces grosses balles et vous mettez le tabac en 
paquets?—R. On défait ces balles pour mettre le tabac en mains, pour le faire 

“steamer” et, ensuite, il est pesé par demi-livre ou par livre. 
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M. Sommerville: 
_ D. Avez-vous d’autres suggestions 4 faire au comité concernant |’améliora- 
tion de l'industrie du tabac?—-R. Non. J’ai pris connaissance du rapport et, 
franchement, j’approuve ce rapport préparé par M. le notaire Forest. Je n’ai 
rien autre chose a ajouter. 


Le président: 

D. Vous approuvez les suggestions de M. Marion?—R. Franchement, 
j’approuve quand il dit qu’on pourrait se passer de la taxe de 20c., mais il peut 
y avoir des détails que je ne pourrais pas expliquer parce qu’il y a des détails 
assez compliqués. 


M. Boulanger: 

D. Monsieur Frenette, l’année derniére vous avez acheté 300,000 livres de 
tabac des cultivateurs?—R. 800,000. 

D. 800,000 livres des cultivateurs et, & part cela, 300,000 livres?—R. J’al 
acheté, a part cela, 100,000 livres de la Coopérative, a peu prés,—j’ai les factures, 
—et, 50,000 livres des manipulateurs du district. 

D. La Coopérative de qui vous avez acheté ce tabac-la, comment s’appelle- 
t-elle? C’est la Coopérative des planteurs de tabac de Joliette?—R. Oui. 

D. Le total de vos achats pour 1933 s’éléve & 950,000 livres, alors?—R. A 
peu pres. 

D. Combien en avez-vous acheté en 1932?—R. Je n’ai pas mon état. 

D. A peu prés? Avez-vous une idée?—R. J’en ai acheté en 1932 & peu 
pres 600,000 livres,—600 a 700,000 livres. 

D. En 1931?—R. A peu prés la méme chose. 

D. En 1930 aussi?—R. C’est toujours & peu prés la méme quantité, excepte 
année derniére ow j’en ai acheté plus parce que je trouvais les prix favorables. 

D. Depuis combien d’années étes-vous dans le commerce du tabac en 
feuilles?—-R. Cela fait trente-deux ans. 

D. Avez-vous toujours acheté & peu prés la méme quantité chaque année, 
pendant tout ce temps-l4?—R. Non, j’en achetais beaucoup moins autrefois. Je 
me rappelle seulement de la premiére année, 50,000 livres, et la derniére. 

D. Combien y a-t-il de marchands de tabac qui achétent du tabac des cul- 
tivateurs dans le district de Joliette? 

Le Tmemorn: De commercants de tabac? 


D. Comme vous, oui.—R. Ce serait difficile de les compter. 

D. A peu pres? Une idée?—R. II peut y en avoir vingt-cinq, trente,—trente 
ou quarante. 

D. Pouvez-vous dire quelle est la quantité approximative de tabac que ces 
commercants achétent des cultivateurs chaque année?—R. Ce serait difficile a 
dire. 

D. Pouvez-vous dire quelle proportion de la production les achats des com- 
mercants peuvent représenter? Est-ce 50 p. 100, ou moins, ou plus?—R. Je 
comptais que dans le district de Joliette, il pouvait se récolter au moins 10,000,- 
000 de livres,—8 a 10,000,000. : 

D. Et, lA-dessus, savez-vous combien les commergants comme vous peuvent 
en acheter, & peu prés?—R. Non. 3 

D. Est-ce la moitié, ou plus, ou moins? Vous ne le savez pas?—R. Non. 
Je dois dire au comité que si je ne donne pas plus de renseignements au comité 
c’est que je ne sais ni lire ni écrire. 

D. Vous m’avez entendu tout 4 l’heure poser des questions & M. Marion au 
sujet de l’effet ou du résultat que pourrait avoir l’imposition d’une taxe de 20c. 
sur le tabac en feuilles?—R. Oui. 

D. Vous avez entendu ses réponses?—R. Oui, monsieur. 


1714 SPECIAL COMMITTEE 


D. Je n’ai pas besoin de vous poser les mémes questions. Etes-vous de la 
méme opinion que M. Marion 4 ce sujet-la?—R. Au point de vue de la taxe, 
absolument; je l’approuve entiérement. C’est au détriment des producteurs et 
au détriment des consommateurs, parce que trente ou cinquante acheteurs en 
compétition, les cultivateurs en retireront plus de bénéfices que quand ils seront 
a la merci de deux ou trois compagnies seulement. 


Le président: 
D. Quelle proportion du tabac que vous achetez est revendue en colis ou 
en paquets, sans que vous soyez obligé de payer une taxe?—R. Je le vends tout 
sans étre obligé de payer de taxe. 


M. Baribeau: 

D. Quand vous achetez la récolte des producteurs de votre district, est-ce 
que vous avez a subir la concurrence de l’Imperial Tobacco ou d’autres grandes 
compagnies?—R,. Je m’apercois que, ne restant pas dans le district, alors que 
ces compagnies ont des agents dans ce district, alors je suis supposé payer plus 
cher qu’eux autres. Et je peux prouver ce que je dis par la moyenne que j’ai 
payée sur les tabacs que j’ai achetés. 

D. Y a-t-il surproduction de tabac dans votre district?—-R. Je ne le crois 
pas. 

M. Boulanger: 

D. Monsieur Frenette, qu’est-ce que vous avez 4 dire de la suggestion de 
M. Roch, que les commergants de tabac n’achétent que des déchets?—R. Par 
la moyenne du tabac que j’ai acheté des cultivateurs 4 54c., en ayant acheté 
800,000 livres, et prenez la moyenne des tabacs que j’ai achetés de la Coopéra- 
tive, vous allez avoir la réponse. 


M. Sommerville: 


D. Vous avez déja dit que vous achetiez du tabac de bonne qualité?—R. 
Oui, je l’ai dit. En ayant une moyenne de 54c. pour le tabac, les 800,000 livres 
que j’ai achetées des cultivateurs, et prenez la moyenne de l’argent que les cul- 
tivateurs du district ont recu de la Coopérative et vous verrez s’ils ont acheté 
une meilleure qualité que moi ou s’ils ont donné plus d’avantages aux cultiva- 
teurs. La moyenne de l’argent qu’ils ont regu de moi pour leur tabac doit étre 
plus élevée que la moyenne de ceux qui ont porté leur tabac & la Coopérative. 


Le témoin est congédié. 


M. Ernest Forest est appelé et assermenté. 


M. Sommerville: 

D. Vous étes notaire 4 L’Epiphanie?—R. Oui. 

D. Vous demeurez dans la région méme ot on produit beaucoup de tabac?— 
R. Oui, au centre. 

D. Voudriez-vous, monsieur Forest, nous présenter vos suggestions concer- 
nant la situation de l'industrie du tabac et les remédes que vous proposez pour 
améliorer cette industrie?—R. J’avais préparé un rapport lA-dessus. Je suis 
arrivé en retard, on l’a fait lire tout 4 l’heure par un autre témoin. Les sugges- 
tions que j’avais & faire sont contenues dans ce rapport. 


Le président: 


DD: Approuvez-vous le mémoire que M. Marion a lu au comité?—R. Je l’ap- 
prouve. C’est celui-la que j’ai préparé. 
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M. Young: 


D. Approuvez-vous cette affirmation que vous pouvez produire du tabac A 
cigarette dans votre région?—R. Oui. La preuve en a été faite l’an dernier, : 
dans ma paroisse, sous l’empire du gouvernement fédéral, par la ferme expéri- 
mentale de L’Assomption. 


M. Senn: 


D. On n’a pas produit de tabac 4 cigarette dans votre région sur une base 
commerciale?—R, C’est sur une base d’expérimentation. Mais, cette année, M. 
Montreuil, gérant de la ferme, me dit qu’il batit un séchoir dans ma paroisse. 


M. Young: 


___ D. Est-ce que la superficie o& on peut cultiver ce tabac dans votre région 
est assez vaste?—R. Certainement. D’aprés ce qu’on me dit. Je comprends que 
les producteurs de l’Ontario ne voient pas cela d’un bon cil. Chez nous, ce sera 
toujours la culture familiale. Alors, on n’en produira jamais de grandes quan- 
tités. 

D. Si vous réussissez sur une petite échelle, pourquoi ne réussiriez-vous pas 
sur une plus grande échelle?—R. Nous n’avons pas de propriétaires de grandes 
fermes, chez nous. Un homme qui posséde cent acres de terre, c’est le maximum. 
Sur ces cent acres, il faut qu’il prenne sa vie; alors, il peut donner A peu prés 
dix acres pour le tabac; c’est le maximum. 

D. Votre fermier ne consommera pas tout le tabac que vous produisez sur 
votre ferme—R. Evidemment non. C’est pour le commerce. Ce que je veux 
dire, c’est que ce n’est pas sur une grande échelle. 

D. Le tabac & cigarette que vous produiriez chez vous serait surtout destiné 
au commerce?—R. Au commerce, certainement. 

D. Ce tabac-la serait destiné au commerce en général, serait mis sur le mar- 
ché?—R. Certainement. 


M. Boulanger: 

D. Monsieur le notaire, étes-vous de l’opinion des deux autres témoins qui 
vous ont précédé au sujet de la taxe de 20c. sur le tabac en feuilles?—-R. Ah! oui. 
Cela remonte 4 dix ans, la lutte que j’ai entreprise contre la taxe. 

Le président: | 
D. Vous étes absolument opposé 4 cette taxe?—R. Absolument. 


M. Boulanger: 


D. Est-ce le sentiment général des cultivateurs dans votre district?—R. 
Sans aucun doute. La seule différence, ce sont les requétes qu’on a fait. signer. 
Dans le marasme actuel des affaires, on est parvenu A contourner les gens, & leur 
faire croire qu’ils avaient.avantage & cela. 

D. Et, ensuite, ils ont signé des contre-pétitions?—R. Oui. 


Le président: 


D. Vous affirmez aussi que les gens qui ont signé cette requéte avaient été 
décus ou trompés?—R. Absolument. La preuve, c’est qu’ils ont signé une contre- 
requéte. 


Le témoin est congédié. 


M. Victor CHARTRAND est appelé et assermenté. 


M. Sommerville: 


D. Quelle est votre occupation?—R. Je suis vice-président et gérant de la 
manufacture de cigares Forest Limitée, 4 L’Epiphanie. 
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D. Vous fabriquez une assez forte quantité de cigares par année?—R. Oui. 
J’ai déjA manufacturé jusqu’a 7,000,000 de cigares. 
D. Vous étes un manufacturier indépendant?—-R. Oui, monsieur. ' 
D. Voulez-vous expliquer au comité ce que vous avez constaté, ce qui 
vous est arrivé dans le commerce, dans la vente des cigares?—R. Sur la vente 
du cigare, il y a cing ou six ans, on manufacturait 6,000,000 ou 7,000,000 de 
cigares. L’année passée, j’en ai manufacturé 1,100,000. 


M. Factor: 
D. A Ja machine ou & la main?—R. A la main. 


Le président: 

D. Qu’est-ce qui a réduit votre production?—R. C’est l’influence exercée par 
Imperial Tobacco sur les “jobbers”, les détaillants, qui réduit notre production 
actuellement 4 ce montant-la. 

D. Qu’entendez-vous par Vinfluence exercée par 1|’Imperial Tobacco?— 
R. D’aprés ce que les “jobbers” nous disent, l’Imperial Tobacco les forcent a 
porter leur marchandise. 

D. Soyez bien précis, expliquez ce que vous voulez dire. Est-ce que ces 
commercants que vous appelez “jobbers” vous ont dit qu’ils ne pouvaient pas 
acheter vos produits parce que |’Imperial Tobacco ne voulaient pas que ces 
commercants vendent d’autres produits que les leurs?—R. Ils ne le disent pas 
ouvertement, ils le laissent sous-entendre. 

D. Et puis ils refusent d’acheter?—R. Certainement. 


M. Baribeau: 
D. Vous vendez toute votre production par l’entremise des “jobbers”, vous 
ne vendez pas aux marchands-détaillants?—R. Nous vendons aussi aux mar- 
chands-détaillants. 


M. Sommerville: 


D. Et votre production est tombée de 5 & 6 millions, qu’elle était il y a 5 
ou 6 ans, & 1,100,000, l’an dernier?—R. Oui monsieur. 


M. Factor: 


D. Est-ce que vous éprouvez des difficultés & annoncer votre produit en 
concurrence avec les produits de l’Imperial Tobacco?—R. Certainement. 


M. Sommerville: 


D. Quelles sont ces difficultés?—R. La difficulté est que, quand nous posons 
nos annonces, on nous les enléve. 

D. Qui enléve ces annonces-l4?—R. D’aprés les marchands. . . naturellement, 
ce sont les voyageurs qui nous rapportent cela, leurs voyageurs posent leurs 
annonces par-dessus les notres. 

D. Ces annonces dont vous parlez sont des annonces que des marchands 
vendant vos produits affichent dans leurs propres magasins?—R. Ce sont des 
tdles, ce sont des annonces en dehors, des annonces & l’intérieur comme a 
Vextérieur. 


M. Factor: 


D. Est-ce que quelque marchand s’est plaint & vous que |’Impérial Tobacco 
ou ses représentants leur disaient d’enlever vos affiches?—R. Voici ce que les 
marchands nous disent:—naturellement ce n’est pas moi qui ai constaté cela— 
seulement ils nous disent: L’Imperial Tobacco est venue et a posé des annonces 
par-dessus les vOtres; qu’est-ce que vous voulez qu’on dise. 


PRICE SPREADS AND MASS BUYING 1717 


D. Est-ce que des marchands vous ont déja dit qu’on les avait menacés ou 
qu’on leur avait dit quils ne pourraient pas obtenir de produits de Imperial 
Tobacco s’ils n’agissaient pas de cette fagon-la ou si on ne les laissait pas faire? 
—R. Cela s’est répété peut-étre cent mille fois, mais on ne peut pas le prouver. 


M. Kennedy (Winnipeg-Sud-Centre) : 


D. Est-ce que les représentants de votre compagnie remettent le change aux 
représentants de |’Imperial Tobacco?—R. Non, on se ferait bien tuer. 


M. Sommerville: 


D. Dans certains cas, M. Chartrand, est-ce que des marchands vous ont dit 
qu’il avait été question de mettre vos produits 4 l’arriére plan ou sous le comptoir? 
—R. Mille et mille fois. 

D. Et les représentants de l’Imperial Tobacco contraignent les marchands 
a suivre cette pratique?—R. C’est ce qu’on m’a rapporté. 


M., Factor: 


D. Savez-vous s'il existe un accord ou une entente, entre les marchands et 
Imperial Tobacco, & l’effet que les marchands doivent étaler les produits ou 
les annonces de |’Imperial Tobacco dans une proportion de 80 p. 100?—R. Je 
ne crois pas qu’il existe d’accord. Je sais bien qu’ils sont forcés par la compa- 
enie. 

M. Sommerville: F 

D. Avez-vous connaissance de cas ot! les marchands se sont vus contraints 
d’enlever vos produits ou vos annonces qui étaient étalés dans leurs vitrines et 
de les substituer, de les remplacer par des produits de |’Imperial Tobacco, a la 
demande de cette compagnie?—R. Dans les vitrines? Nous n’avons jamais fait 
ce genre d’annonces. 


M. Boulanger: 


D. Avez-vous entendu dire que l’Imperial Tobacco oblige les marchands 4 
lui faire un rapport mensuel des produits qu’ils vendent de leurs concurrents?— 
R. Je ne peux pas le prouver, mais je l’ai entendu dire. J’aimerais 43 mention- 
ner un autre fait. Il y a quelques années, l’Imperial Tobacco me faisait deman- 
der pour m’acheter. Ils m’ont dit que je devrais vendre. Je leur ai dit: “Non”. 
Ils ne voulaient pas m’acheter, ils voulaient m’écraser. ‘Vous allez nous vendre 
a notre prix”. Parce qu’ils sont venus s’établir 4 L’Epiphanie ot j’ai ma manu- 
facture. 

Le président: 

D. En opposition & votre entreprise?—R. Oui, en opposition & mon entre- 
prise. 

D. En quelle année était-ce ¢a?—R. Je n’ai pas la date exacte, cela peut 
étre en 1923, je crois. 


M. Kennedy (Winnipeg-Sud-Centre) : 

D. L’Imperial Tobacco a-t-elle érigé une manufacture pour vous faire com- 
pétition?—R. Oui et elle m’a dit que si je ne vendais pas je n’aurais pas de 
marché. 

M. Boulanger: 


Q. Avez-vous entendu dire que l’Imperial Tobacco fixe aux marchands la 
quantité qu’ils doivent acheter de leurs marchandises et la quantité qu’ils peu- 
vent acheter de leurs compétiteurs?—R. Non, je n’ai pas entendu parler de cela. 

Le président: 

D. Quelles marques de cigares fabriquez-vous?—R. Je fais des cigares bon 

marché: de 5c., de 3 pour 10c. et de 2 pour 5c. 


English (Mr. Factor and Witness). 
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M. Boulanger: 
D. Quelle est la proportion de tabac canadien qui entre dans vos cigares?— 
R. 96 p. 100. 


(Mr. Edwards and witness, in English.) 


M. Kennedy (Riviére-a-la-Paix): 
D. Employez-vous seulement des hommes 4 votre manufacture?—R. Non, 
des filles, des garcons, des femmes et des hommes. 


M. Sommerville: 

D. Est-ce que la compagnie vous a donné un avis quelconque que vous 
deviez vendre?—R. C’est un des gérants qui m’a fait venir. Sachant qu’ils 
devaient s’établir & L’Epiphanie, M. Levine m’a fait venir. 

D. Est-ce qu'il vous a mentionné des termes?—R. Non, je lui ai dit que Je 
n’étais pas & vendre. 

D. Est-ce qu’il vous a dit: “Faites votre inventaire, demain nous allons 
acquérir votre commerce”?—R. Non, il m’a dit que je serais mieux de vendre. 


(English follows: Mr. Factor and witness.) 


M. Senn: 

D. Achetez-vous votre tabac chez le détaillant ou chez le producteur lui- 
méme?—R. Chez les producteurs. ‘ 

D. Seriez-vous en faveur de l’achat du tabac 4 l’enchére ou suivant le 
régime d’achat actuel?—R. Ce serait mon point de vue... Sous le régime actuel, 
il est presque impossible d’avoir une variété de tabac uniforme. Ma suggestion 
serait que le tabac soit contrdlé par le gouvernement qui ferait une classification 
sans charger de taxe. 


M. Baribeau: 

D. Etes-vous opposé & la taxe de 20c. par livre?—R. Certainement. A quol 
servirait-il de faire payer au consommateur 20c. de plus par livre de tabac? Si 
le tabac en feuilles était controlé... C’est que l’Imperial Tobacco aujourd’hui 
ne peut pas mettre la main dessus, parce qu’il est mis sur le marché quand il est 
en feuilles. Le tabac canadien en feuilles est toujours du tabac canadien, tandis 
que le tabac manufacturé est un tabac qui porte une marque de commerce et 
qu’on annonce. $i tout le tabac était mis sur le marché, contrdlé et haché, 
Imperial Tobacco en prendrait encore le monopole. 


The CuarrMan: Thank you, Mr. Chartrand. 
Witness discharged. 
The Committee adjourned at 12.55 p.m. to meet again this day at 4 p.m. 


AFTERNOON SESSION 


The committee resumed at 4 o’clock p.m. 


The CHAIRMAN: Let us proceed. 
Mr. Sommervitue: I will ask Mr. Stewart of the Macdonald Tobacco 


Company to come forward. 
WALTER STEWART, called and sworn. 


The Witness: May I make a statement? Have I got the right to speak? 
Mr. SoMMERVILLE: Oh, yes. 
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The Wirness: Have I got the right to call three members of the govern- 
ment and question them before this committee? 


The CHAIRMAN: No. 
The Witness: Well, you are a member of the government yourself. 


The CHatrRMAN: Mr. Stewart, may I make it clear to you from the start 
that we want to treat you with the utmost of courtesy and consideration. We 
are calling you as a witness under the order of reference of parliament. By 
the way, I will indicate to you what the order of reference is so that you will 
- not be under any misapprehension :— 


That a select special committee of eleven members of the House be 
appointed to inquire into and investigate the causes of the large spread 
between the prices received for commodities by the producer thereof, and 
the price paid by the consumers therefor; the system of distribution in 
Canada of farm and other natural products, as well as manufactured 
products, and, without restricting the generality of the foregoing, more 
particularly to inquire into and investigate,— 

(a) the effect of mass buying... ” 

I will not read the full details... 

(6) the labour conditions prevailing in industries supplying the 
requirements of such department and chain store organizations . . 

(c) the relation between the flour milling industry and the bakeries 
of the country... 

(d) the methods and system prevailing in the marketing of live 
stock and animal products for domestic consumption and export, and 
the extent to which the present system affords or restricts opportunity 
for fair returns to the producers. 

That the committee shall have power to send for persons, papers 
and records, and further to request the appointment of a commission 
or commissions under the Inquiries Act, to secure evidence to be presented 
to the committee by such Commission or Commissioners. 

That the committee shall report to the House from time to time 
its findings, together with recommendations of such measures as in the 
opinion of the committee may be considered necessary, etc. 


You are called, Mr. Stewart, as the head of the Macdonald Tobacco Company 
for the purpose of examination in connection with the tobacco business. We 
try to extend to any witness reasonable courtesy. If you wish to make any 
statement pertinent to the order of reference and to the subject under discussion 
we will be very glad to hear you. 

The Witness: Yes, Mr. Chairman, I had reference to it. You have been 
speaking of buying tobacco. I say, what about buying the government? I 
would like to ask these questions before this committee. 

The CHAIRMAN: We are not here to be examined. 

The Witness: What about a royal commission? Do you pay for that? 
There was one some time ago. 

The CHAIRMAN: We are not here to discuss any subject with you at all 

The Witness: Some of the government have had something to do with 
this—very high officials in the government too. 

The CHatRMAN: We are not here to argue or discuss these things with 
you. 

Mr. Youne: If there are any members of the government who can give 
us any helpful information on this the committee can call them. 


The CHAIRMAN: Certainly; but we shall be the judges. 


Mr. Stewart: Will you call them to-morrow if the House sits and ask 
them three or four questions? What are you? A Liberal? 
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The ‘CHAIRMAN: Order, order. Now, Mr. Stewart, let me put you perfectly 
in your place. You are not at liberty to question the committee. You are not 
at liberty to discuss what this committee or any member of it is in or anything 
else, so you will please confine yourself. Now, proceed. Mr. Sommerville will 
direct the examination. 


By Mr. Sommerville: 


Q. Mr. Stewart, you are the president of the Macdonald Tobacco com- 
pany?—A. Yes, sir. 

Q. And you have been president since the organization of the company, 
in, 1 think, 1917 or shortly afterwards?—A. Well, it has changed its name 
once or twice. 

Q. It has changed its name once or twice?—A. Yes. 

Q. This was the business which was built up by the late Sir William 
Macdonald over a period of many years?—A. 1858. 

Q. From 1858 and conducted by him until the time of his death in 1917? 
—A. Yes, sir. 

Q. And this is a business which came into the possession of yourself and 
your brother in 1917 and later you acquired your brother’s interest?—A. Yes, 
sir. 

Q. And you are the sole owner of the business?—A. Yes sir. 

Q. You manufactured plug tobaccos up to when?—A. Up to 1917 or 1918. 

Q. And after that you added to that the manufacture of— —A. Cut 
toba 


ie) 
fe) 


0. 

Q. And at a later date, cigarettes?—A. Cigarettes. 

Q. So that to-day you are manufacturing cigarettes as well as cut and 
plug tobacco?—A. Yes. 

Q. And you have filed with me the financial statement of your company 
from the year 1929 to last year?—A. Yes. 

Q. Together with the statement of your operations in each year?—A. Yes. 

Q. And your business has been running at approximately ten or twelve 
million dollars a year?—A. Yes. 

Q. For some time. And you have been using a substantial quantity of 
Canadian leaf?—A. Yes. 

Q. Of late you have been using a substantial quantity of Canadian leaf, 
have you not, Mr. Stewart?—A. Just since the death of Sir William, because 
he did not use any. 

Q. He did not use any?—A. No. 


The CHAIRMAN: How long is that? 
The Witness: 1917. 


By Mr. Sommerville: 


Q. Then all imported leaf had been used in connection with this plug 
tobacco business?—A. Yes. 

Q. Then, the flue-cured tobacco of Ontario that you have used during the 
past five years is, I understand, as follows: 1929, 1,246,000 pounds; 1930, 
1,225,000 pounds; 1931, 1,556,000 pounds; 1932, 1,802,000 pounds; 1933, 
2,065,000 pounds. These have been your usings of flue-cured tobacco?—A. Yes. 

Q. Would you be good enough to let us have a statement of the amount 
of these tobaccos that you have on hand in the various grades, Mr. Stewart? 
That is, your flue-cured tobacco?—A. I have not got anything with me, sir. 
We have a very very small stock. ‘ 

Q. You have a small stock?—A. Yes. 

Q. When you say a small stock, would you say 100,000 pounds?—A. No, 
I say about a year’s stock. 
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Q. And that last year there were about two and a half million pounds 
that you used—no, 2,065,000. You have a stock of about that quantity on 
hand?—A. We have to-day. 

Q. At the present time?—A. Yes. 

@. Do you buy direct from the growers?—A. No, sir; we never have. 

@. You buy from the leaf companies?—A. Yes. 

Q. They do handle the leaf?—A. Yes. 

@. And, therefore, you have not a buying staff out among the growers? 
—A. No. 

Q. In order to clear up a misapprehension which you have asked to be 
straightened out, it was stated in evidence that the Hodge Tobacco company 
were your buying agents in the field. I understand that is not true?—A. It is 
a@ separate corporation. We have nothing to do with it. We have control 
of the stock. We have nothing to do with the management of the company, 
and the stock that we hold bears no dividend. 

@. I want to clear up that situation. You feel perfectly free to buy from 
any organization that has leaf for sale?—A. We do buy, sir. 

Q. You do buy?—A. Yes, sir. 

@. Sometimes you buy from the Hodge Tobacco company and at other 
times you buy from other owners?—A. Yes, sir. 

Q. Now, with reference to the Hodge Tobacco company, I understand that 
was a company which was owned by you at one time?—A. Not outright. 

Q. Not outright?—A. No. 

Q. And in which you still have 51 per cent of the stock?—A. Yes, sir. 

Q. But with respect to that 51 per cent you neither exercise control nor 
receive any share of the profits?—A. No, sir. We have nothing to do with the 
management. 

Q. You have nothing to do with the management of the company; do not 
elect any directors?—A. No, sir. 

Q. Are there any voting rights on that stock?—A. May I ask Mr. Lock- 
wood about that, sir? ! 


Mr. Lockwoop: Yes. 


By Mr. Sommerville: 


Q. At any rate, you have not, for a number of years, exercised any 
voting rights or dividend rights in connection with that company?—A. I give 
Mr. Lockwood a proxy each year he goes—I don’t know—when they have the 
annual meeting. They send us a statement which I decline to look at. I do not 
know anything about it. 

Q. Then, the whole management of that company is in the hands of the 
holders of the 49 per cent?—A. Yes. 

Q. And these are the Hodge interests of the United States?—-A. Owensboro 
and Henderson, Kentucky. That is their two places. 

Q. The Hodge company are large buyers?—A. In western tobaccos. 

Q. In the United States?—A. Yes, sir. 

Q. And they acquired this interest in Canada for the purpose of buying in 
Canada?—A. For export. 

Q. For export purposes?—A. Yes, sir. 

Q. I think, in fairness to you, that situation should be cleared up, Mr. 
ites because it was generally accepted they were your buying agents?—A. 

O, sir. 

@. And in connection with this company, as you say, you do not receive 
any dividends?—A. No, sir. 

Q. As a matter of fact, it is part of your arrangement with them that you 
get no dividends on the 51 per cent?—A. I think it is on the stock; it is on the 
stock certificate. JI have not seen it for several years. 
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Q. You share neither in the management— 
Mr. Locxwoop: Non-dividend bearing. 


By Mr. Sommerville: 


Q. What is the use of having stock if it does not pay dividend?—A. When 
the government brought down the budget in 1918 they put a duty on foreign 
leaf of 40 cents—we had never used a pound—we had to jump into the market 
on the 1918 crop which was the first crop we bought. 


By Mr. Ilsley: 


Q. You had never used a pound of Canadian tobacco?—A. No, sir. The 
duty before that was 28 cents a pound. We entered in 1918 in a small way, and 
in 1919 a plant was built up, and we had to go in in 1919 and buy a tremendous 
quantity because we had no reserve. 

Q. You were talking about this Hodge company?—A. They asked to come 
in. I didn’t ask them. They came and asked me. 


By Mr. Sommerville: 


Q. They asked to go into the company?—A. Yes, and I think they have 
added to their facilities by machinery. I have not been there for some years 
myself. This is in Kingsboro. 

Q. You turned over the control of this company and the management of 
this company and the plant to the Hodge people?—A. I turned it over? They 
bought 49 per cent of it, but not through me. 

Q. Not through you?—A. No. I had nothing to do with it. 

Q. I thought you had it all?—A. No, sir; I had not. 

Q. When you had the 51 per cent who had the other 49 per cent before 
them?—A. Mr. Lockwood is familiar.. He has been the secretary of the com- 
pany and I was the president. I had nothing to do with the sale. I do not 
know what price or anything about it. 


By Mr. Isley: 


Q. I do not know whether it makes any difference, but why is it you do not 
have any dividends? Why do you own stock in a company on which you get 
no dividends?—-A. We wanted protection. 

Q. Against what?—A. There were only two or three people in dry tobacco 
and they were competitors. We could not give them our business. This was 
sometime— 


By Mr. Factor: 


Q. It was a drying plant?—-A. Yes, a drying plant. 

Q. Which was established by you?—A. Indirectly. I had something to do 
with it. , 

By Mr. Sommerville: 

Q. Had you part of it?—A. Yes, sir. 

Q. But 49 per cent was sold to the Hodge people in the United States?— 
A. Not by me. They picked up 49 per cent. 

Q. They took up the 49 per cent?—A. Yes. 

Q. Of the stock. Now, they control the drying plant and they sell dry 
tobacco to you?——-A. They don’t control it; they control the management, at 
least, as long as Mr. Lockwood owns that proxy. 


By Mr. Isley: 


Q. You have 51 per cent of the stock?—A. Yes. 
Q. You control the company?—A. Yes. 


— 
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@. This is peculiar stock on which there is no dividends?—A. I said I 
did not want to have anything to do with it. 
_ _Q. You refused to take dividends?—A. I refused to take dividends; it was 
nothing to do with the management. 

@. You refused to read the annual statement?—A. I have nothing to do 
with it; I did not get anything out of it. 

Mr. Youne: Your money is in it. 


The Witness: We have written that out; we do not count that worth 
anything, but it is there for protection. 


By Mr. Sommerville: 


@. Protection against what?—A. There are half a dozen new plants since 
we entered the market, and when we entered the market the price naturally 
for a year or two rose. 

). And then, this was a company— —A. To rehandle dried tobacco. 

Q. Through which you handled dried tobacco, and in order to protect 
yourself so that you may be able to get it at that time, you had this control of 
the company?—A. The 40 cent duty forced us in the market. 

Q. Since then a number of other companies— —A. Many other companies. 
Mr. Lockwood can tell you. 

Q. Several other companies have come into the field?—A. Yes. 

@. That were not there at the time?—A. That were not there at the 
time. 

@. And the situation has changed since you have had this 51 per cent 
non-dividend paying stock, and without any obligation on your part to buy 
from them.—A. They also improved the plant. I did not put any more money 
in it. I think they put in a new drying machine, a big one from the States. 

Q. They engaged in a general export business and shipped overseas?—A. 
That was the reason for acquiring an interest in it. : 

Q. I think that is satisfactorily cleared up. You wanted that made known 
on the record?—A. Please. 

Q. Then, with reference to your own company. In 1930 a new company 
was formed?—A. Yes. 

Q. And up to that time your company generally had a capitalization of 
two and a half million dollars?—A. Yes. 

Q. Of that you had the entire amount?—A. Yes. 

@. And at that time you had undivided profits of $3,917,529.35. Then you 
organized a new company?—A. Yes. 

_ Q. Previously to that, your profits had been running up to approximately 
$1,000,000 a year?—A. No, between $600,000 and $700,000 after very heavy 
advertising and selling expenses. ! 

Q. Prior to 1929?—A. I mean for the seven years previous. 

Q. Then subsequent to 1929 you organized a new company ?—A. Yes. 

Q. And at the time of the reorganization you took out undivided profits 
to the extent of $2,500,000?—A. Yes. 

Q. And the new company that you then organized had a capitalization of 
$2,500,000. Since then you have continued the business under the name of the 
new company?—A. Which was the same as the old company was. 

Q. Which was the same as the old company?—A. Yes. 

@. And in that new company since 1930 you have been making net profits 
of $500,000 or $600,000?—A. Not quite; between $400,000 and $500,000. 

Q. Between $400,000 and $500,000 a year?—A. We are not trying to make 
profits. 

Q. You were trying to build up a cigarette business, I understand?—A. 
Yes, cut tobacco and cigarettes. 
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Q. And because of that you spent a large amount of money in the 
development of that end of your business ?—A. Yes. F 
Q. You have found it rather stiff opposition, have you not? 


By Mr. Ilsley: } 
Q. Do I understand you are not trying to make profits in your business? 
—A. Net profits. 
Q. Net profits?—A. Yes. 
Q. They are profits, are they not? 


By Mr. Sommerville: 


Q. I think what the witness had in mind is not with a view to withdrawal, 
but to build up these brands?—A. Yes. 

Q. Of cigarettes?—A. There is a big gross factory profit, but we are spending 
our money to try to develop our business because we were left the plug business 
only; had no cut business and no cigarettes. Besides that, I am not drawing 
anything out of the business. 

Q. You draw no salary?—A. No salary. 

Q. Your overhead is maintained at a very low figure?—A. Yes. 

Q. And out of your gross profits you expend it largely in development of 
your own brands?—A. Yes. 

Q. Cigarettes and cut tobacco?—A. Yes. 


By Mr. Isley: 
Q. Advertising?—A. We spent about $7,000,000 so far since the death of 
Sir William Macdonald.- He did not spend a cent, had no travellers and did no. 
advertising. His factory gross profit was practically his net profit, because outside 
of about five people everybody was paid by the week. 


Byer’. hairman: 


Q. You could not of course put out a cigarette and cut tobacco without 
heavy advertising in face of present competition?—A. No, sir. I have probably 
helped the business, because competition has been keen. 

Q. Quite so?—A. We have sold quite a few— 

Q. You did about 17 per cent?—A. Yes, we sold 720,000,000. 

Q. Cigarettes?—A. Cigarettes. 


By Mr. Sommerville: 

Q. You have been making a steady advance with your cigarette and tobacco 
business. Then, I observe at the end of the period, end of 1938, under this reor- 
vanization company, you have undivided profits of $594,032.96?—A. Yes, sir. 

Q. Now, the price paid for your flue in 1930 was approximately 40 cents, 
with an average price of 31 cents. Then, it dropped in 1931 to an average of 22 
cents, and dropped in 1932 to an average of 16 cents; 1s not that so?—A. I think 
those figures are correct, sir; they have been given several times. 

Q. In connection with those various drops in prices, did you have anything 
to do in fixing the price paid for the crops of those years?—A. Well, we met 
market conditions. 

Q. Who sets the price?—A. What company sets the price? _ 

Q. Yes?—A. I do not know sir. We follow the lead. Mr. Lockwood rings 
up and asks us if we want any tobacco. We say, “what is the price to-day? I 
think I can get so much at a certain price.” If it is favourable, we state we will 
buy so much, and ring up to-morrow; then, while he is buying we never tell him 
what we are going to buy because we may be buying through somebody else in 
another section. 
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Q. You follow the lead. If somebody is paying 40 cents you have to pay 
40 cents. If the large buyer is paying 30 cents, you follow at 30 cents, and if 
the large buyer is paying 16 cents, you are buying at 16 cents. I presume, as 
long as you are paying the same as your competitor, the question of whether you 
are paying 20 or 30 cents makes little difference to you?—A. If the crop is 
shorter, we cannot help it; we just both pay. And if we were short, we might 
put the price up or try to, rather. 

Q. What I mean, is not it a fact that as long as you are competing on those 
terms, your are willing to pay what your competitor is paying?—A. Well, short 
crop, yes. 

Q. For any crop?—A. We are always afraid of loading up, and having a 
large surplus. What are you going to do with it? 

Q. I do not know. What do you do? We have not had that condition yet? 
—A. We try not to load up too quickly, so as to be able to stick with the market 
nae the end of the market. The more slowly the crop is bought, it suits us 

etter. 

Q. Suits you better?—A. Yes. 

@. Why?—A. We supply by quality; we do not supply rubbish. The longer 
I have to buy and look over those crops, the better. Quality enters into it. It 
is not Just a case of going out and buying wheat. 

Q. You buy quality, comparable with anybody?—A. We try to. 

Q..Y outry to?—-A Yes. 

Q. Can you tell me what the average price was you paid for the 1932 
crop?—A. I cannot tell that, because he invoices it dry, sir. We do not get 
any invoices for the wet. : 

Q. The Hodge Tobacco company?—A. And the other companies, 

(. They sell to you at the price which they pay the farmer, plus a certain 
definite sum for drying, or processing; is that the basis?—A. If we buy from 
another company, we do not ask them to make up their expenses; they send us 
samples, with a price. 

Q. But I am talking now about the Hodge Company. Do they sell to you 
at the price which they pay for the green— —A. No, the redried price? 

Q. —plus a certain sum for redrying?—A. Yes, but I have nothing to do 
with the spread. , 

@. You have nothing to do with the spread?—A. I have nothing to do 
with the spread. 

Q. Do you know what the spread is?7—A. I think last year $7, including 
shrinkage. 

@. That is to say last year, you paid the Hodge Company $7,000?—A. No, 
that was not the price. 

Q. That was not the price?—A. $7 a hundred over the price which 
they paid for the green. 

Q. Seven cents a pound?—A. We would not know that sir. He does not 
send us invoices for the green tobacco. He only invoices it after it is graded. 
I do not know what he has thrown out. We get invoices for dry tobacco. 

(). Perhaps I misunderstood you. I thought you said Mr. Lockwood would 
call up and ask you if you wanted to buy some tobacco, you would ask him the 
price, and he would say that we can probably buy it at such and such a price ?— 
A. That is only the first cost, sir; that is only the first cost. 

Q. That is what I mean?—A. I have nothing to do with the first cost, 
outside of telling him to buy or not to buy. 

Q. He does not tell you his cost, plus the cost of buying; he just gives you 
one price that it will cost you2—A. Yes; because to that you add shrinkage. 
We give him so much for buying, so much for drying, and then so much for 
grading. All these things go on it. 
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By the Chairman: 

Q. Which average is 7 cents a pound?—A. Last year, over $7 a hundred. 

Q. Well now, Mr. Stewart if you find that the big buyers are willing to 
pay for this season’s crop, the sum of 25 to 30 cents, are you willing to do 
the same thing as a buyer?—A. We do not buy from the growers. 

Q. You do not buy from growers, but you buy the leaf. Are you willing 
to buy on the basis of that?—A. If he rings up, we won’t buy trom him at 
all; we won’t buy from him at all, that is all. 

Q. What?—A. We do not buy it first hand, sir. 

Q. We know that. 

Mr. SomMeERVILLE: I know that. 


By the Chairman: 

Q. What we are talking about is this. If for instance, the Imperial, who 
are the big buyers, are out in the field buying at 25 cents— —A. You are 
speaking about the 1934 crop? 

Q. Yes, this coming crop—A. Do you want us to name the crop when 
the crop is not planted—no, we do not. 

Q. What we are asking you is, if you are agreeable to a certain principle 
of buying. Let me put it this way: Would you be willing to pay the same 
price as your main competitor, the Imperial Tobacco Company, for tobacco 
grown in Canada?—a. Why don’t you ask the rehandling houses. That is 
not our business. There are many rehandling houses we buy from. Ask them. 


By Mr. Sommerville: 

Q. Mr. Stewart, you are a user of a couple of million pounds; the Imperial 
are users of twelve million pounds, we will say?—A. Excuse me, they said seven 
and a half million pounds. We used two million pounds and they used over 
seven million pounds. 

Q. May I put it this way: They bought last year upwards of ten million 
pounds, and you bought last year upwards of two million pounds. Now, if 
they are buying on the same basis as you, are you willing to pay for tobacco 
on the same basis for 1934 as they are willing to pay, that is the whole ques- 
tion?—A. Suppose the crop is not a good one. 

Q. Then they would be in the same position, would they not?—A. If they 
do, we have not got to follow them. You do not want us to promise to do 
something that we don’t know anything about. 

Q. That is not the question at all—aA. Why don’t they cut the crop out 
for this year? 

Q. Well then, you would be out of luck—A. Where would we be out of 
luck? 

Q. You have not got your supply —A. We can get it. There is too much 
tobacco; you have heard that from the other side, and yet they are trying to 
raise another crop on top of it. 

Q. I suppose we would cut out manufacturing tobacco this year. 

Mr. Betu: Too many cigarettes. 


The Witness: How do you mean too many cigarettes? 


By Mr. Sommerville: 

Q. Perhaps I will come to it this way, Mr. Stewart: Do you regard it as 
reasonable that the growers of this tobacco should get 31 cent average in 1930, 
and then be reduced to 22 in 1931, and then be reduced to 16 cents in 1932; do 
you regard it as fair that there should be that wide fluctuation in the raw 
product which you are handling?—A. They raise too much tobacco. The 1932 
crop was too big. 
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Q. Ah, but then you had a 25 per cent cut, a 25 per cent reduction in 1931. 
Now, is that a fair thing for the grower to have to carry? I am putting it to 
you as man to man?—A. Yes, but that is not my end of the business, sir. 

Q. You do not handle any other raw product but tobacco; that is your 
raw product, and I am asking you, as 4 manufacturer if you think it is fair? 
—A. We can buy tobacco in the United States, and we do not set the price. 
When we want to buy tobacco there we go and buy it and pay the market 
price. 
By the Chairman: 

Q. Mr. Stewart, may I put it this way to you: Are you, as the second 
largest user of tobacco in Canada, willing to co-operate in the stabilizing of the 
market so that the grower can get a fair price for his tobacco?—A. How are 
you going to protect us if we say yes? 


By Mr. Sommerville: 


Q. How do you want protection?—A. What about the competition of those 
farmers from London down? They are manufacturing tobacco. Some of the 
growers—I won’t name anybody—are growing tobacco and then putting it out. 
How are we going to meet that condition? 


By the Chairman: 
Q. You are referring, of course, to the Quebec practice?—A. No, sir, Ontario. 
In the aggregate, they say the quality is lower. 


By Mr. Sommerville: 


Q. Mr. Stewart, was not the fact of paying the 16 cent price the thing 
that forced them into the field to try and get a little more for their product, 
when they were getting so much less than the cost of production? The whole 
question comes back to the Chairman’s direct request to you——A. Might I 
ask the Chairman two questions? 


The CHarRMAN: The Chairman is not a witness. 


The Witness: No, sir, but you are a government official, and there are two 
direct questions I would like to ask which have a direct bearing on what you 
are asking me. 

The CHarRMAN: Well, we want to humour you, Mr. Stewart, if I may put 
it that way. Now, ask your two questions. 

The WITNESS: One, in 1932, in the Fall you reduced the cigarette duty 
from $6 to $4 a thousand. Our competitors knew about it but we went along 
manufacturing. We got a letter the day before the change was made. A party 
had gone through our factory just before and said, “You are still manufacturing, 
we are stopped manufacturing.” He knew the excise duty was to be reduced, 
and it was reduced from $6 to $4. That is one time that we were not con- 
sidered, we were never consulted on that. Why are you bothering with us 
to-day? You have always treated us as being of no importance. ‘You did 
the same thing in the budget of 1933. 


By the Chairman: 
Q. You raise the point then that your competitors received information 
which you did not receive? Do you make that assertion?—A. Yes. 
Q. On your responsibility as a prominent manufacturer?—A. And I can 
go further than that if you will allow me. 
The Cuairman: Note will be taken of that statement. 
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By Mr. Sommerville: 

Q. What you want the government to do then is to advise you when they 
are going to change their excise duty?—A. If anybody knows why shouldn’t 
we know? 

Q. Now then, we are getting away from the question, Mr. Stewart. Are 
you prepared to help stabilize the market for raw leaf so that the growers can 
vet a fair return for their product?—A. How are we going to do it. 

Q. I am asking you, first of all, are you prepared to do— 

Mr. Iusutey: Well now, I think that this witness’ question is a fair ques- 
tion to you, Mr. Sommerville. 

The Witness: I am glad that somebody is taking my part. 

The Cuarrman: Just a minute. 

Mr. Iusuey: I think that is right. 

The CHaiRMAN: Just a moment please. Obviously we are getting nowhere 
if the witness can answer questions by merely asking another. I want to be as 
fair and courteous as I can to Mr. Stewart. The question we have put to Mr. 
Stewart is this: Is he willing to co-operate in an effort to stabilize the market 
for the grower? 

Mr. Iusuny: He wants to know what the proposition is. 


The CuatrmMAN: Just a minute. 
The Witness: You make a suggestion, sir. What do you want us to do? 


By the Chairman: 

Q. I will put it this way: Assume that a suggestion is made, would you 
be willing to sit in and consider it, put it that way?—A. Sit in with whom? 

Q. Well, with those interested in the business?—A. You are asking us 
to do that. If we had acted before with them then you would have said it was 
in restraint of trade. 

Q. That is another way of putting it?—A. Because some years ago, in 
Hamilton, we were sued for restraint of trade, and it cost us $5,000 or $6,000 
to clear ourselves in connection with that charge, and we were about the only 
people that had nothing to do with restraint of trade, still we were named. 

Q. Am I to take it, as your answer, that the reason you are not willing 
to commit yourself at the present time is because you found that such an action 
in the past was interpreted as restraint of trade, and you are not willing to 
put yourself in that position again?—A. No sir, because we had never acted 
with anyone. 

Q. You are not willing then to act?—A. I did not say that. We have 
never acted with anyone. 

Q. I am just asking you?—A. In what way though? You are making 
a suggestion. You want me to say yes but you do not tell me what it is you 
want me to say or do. 


By Mr. Sommerville: 

Q. Mr. Stewart, may I put it this way: Supposing other manufacturers of 
tobacco are prepared to increase the price to the grower for the tobacco of 
this year to a sum which is larger than you paid last year, are you willing 
to tell this committee that you will agree to the same price that they agree 
to pay?—-A. How can I say that when we do not deal first hand. 

Q. Well, Mr. Stewart, surely that is not an answer.—A. Yes sir, it 1s. 
What about the firms we buy from? ‘They are the people that deal with the 
growers. 

Q. Still, if you say that you will buy on the same basis then they will 
carry out that arrangement, I have no doubt. If you say to this committee 


a 


~ 
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that you will buy on the same basis as other competitors of yours manufac- 
turing tobacco, then I have no doubt they will carry out that arrangement.— 
A. Who are you naming when you say that, or how many are you thinking 
of? 

Q. Well, you have got the Imperial; you have got Rock City; and Grothe, 
and MacDonald Tobacco Company. Now you have got the chief ones, have 
you not?—A. The chief domestic ones, yes, and what about the exporters? 

@. Who are exporting?—A. A lot of them are exporting. 

@. You are not exporting your cigarettes?—A. No, no, but the people 
that are handling other exports. 

Q. You are manufacturing for domestic purposes?—A. Yes, but there are 
other people buying for export. 

Q. That may be—A. You are speaking of the buying end, you are not 
speaking of the manufacturing end. 

Q. I am asking you, as a manufacturer, Mr. Stewart, if these other manu- 
facturers are willing are you prepared to say to this committee that you will 
do what they will do?—A. The other manufacturers have got their own plants, 
we have not. 

Q. Their own plants, what do you mean?—A. Some of the companies you 
have named have their own drying plants, they buy directly in their own name. 
Naturally we do not buy directly from the grower. 

Q. But you have got 51 per cent of stock in another company?—A. We 
cannot tell him what to do, in fact we do not have to buy tobacco from him. 

Q. That is getting away from the question, Mr. Stewart. You know exactly 
what I mean, and I am asking you now as a large manufacturer, if these other 
companies are willing to buy, are you willing to say to this committee you 
will pay what they will pay, on the same basis, for the same product?—A. Tell 
me on what basis you are asking me to say that? 

Q. On whatever basis your competitors, which I have mentioned, agree 
upon?—A. I am not going to discuss everything with our competitors. We buy 
tobacco and pay market price, and our competition is worth a lot to the 
growers. 

Q. Well, it was not worth much in 1932 when they got 16 cents?—A. Well, 
you know the quantity we bought. What do you expect us to do? — 

Q. I am asking you again, Mr. Stewart, if the other chief buyers in Canada, 
the other chief manufacturers in Canada are prepared to pay for their leaf on a 
better basis than has been paid in the past, for the past two years say, are you 
willing to say to this committee that you will cooperate to stablize the market 
and pay on the same basis they are paying?—A. I have told you we have nothing 
to do with first hand buying. 

Q. I do not care whether you buy first hand or tenth hand. The question 
is, are you willing to pay on the same basis as your competitors? Don’t you 
see, Mr. Stewart, supposing the other competitors agree, for the purpose of 
argument, to pay 40 cents and you say No, I will do nothing of the kind, I can 
go out and buy at 20 cents?—A. How could we buy at 20 cents if they pay 40 
cents? 

Q. You say there is a surplus?—A. I said there was a surplus. 

Q. Well then, you go out and buy out of this surplus at 20 cents then you 
are in a position to compete with them on tobacco that cost you half the price 
they are willing to pay?—A. What are you going to do with the 20 cent tobacco? 

Q. If the domestic manufacturers will agree to pay the domestic price for 
the domestic trade, then I ask you, are you willing to agree to buy similarly 
on a similar basis as they, or are you going to say No, I will do nothing of the 
kind?—A. I tell you again we do not buy from the grower 
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By the Chairman: 

Q. As a matter of fact, Mr. Stewart, my information is that you are willing 
to do this. We would like you to help the committee. Please get this in your 
mind: We are not out to harass you or anyone else, but we do feel—and I 
think the committee agrees with me in this—that the grower in the past few 
years has not received a fair deal, and we are anxious—this committee is 
anxious—that out of this investigation shall come something that will give to 
the grower, the fellow who is growing his tobacco on the farm a little better deal, 
and we believe it can be done with the co-operation of the manufacturers. 
You are the second largest manufacturer in Canada, and it is surely essential 
that we have at least a measure of co-operation from you, and that is why we 
are at the moment asking you this question. 


Mr. SOMMERVILLE: May I add to that, Mr. Stewart, that we have just that 
much confidence in you and the reputation of your firm, that if you were to say 
to this committee you are willing to co-operate, then your word is better than 
your bond; that is all that is required from you. 


The Witness: If I say yes what am I pledging myself to? 


By Mr. Sommerville: 


Q. Just to be on the same basis as the other manufacturers that I have 
mentioned?—A. For any stipulated quantity? 

Q. For whatever may be the quantity, the quantity you bought last year 
if you want to put it on that basis, or your requirements, whichever you like; 
that is in your hands. Supposing we say two million pounds?—A. And have I 
got to say from whom I am going to buy that two million pounds? 

Q. No, no.—A. Suppose I buy from somebody else other than Mr. Lock- 
wood, how am I going to tell him what the price was? 

Q. That will be taken care of, Mr. Stewart. The mere answer that you 
are prepared to buy on the same basis as the rest will du more to stablize this 
market than anything else that I can think of. 


Mr. Itsury: I don’t know much about this. Are you going to get all the 
manufacturers in Canada before this committee and ask them to swear publicly 
that they are going to sign a certain agreement? 

The CHAIRMAN: No. 


Mr. Instey: I do not know. It does not sound much like evidence to me, 
it sounds like something different. I do not know just the purpose of it myself. 
I think, as a member of the committee, I should know something about it. It 
is not in pursuance of any plan. 

The Wirness: I do not know any more than you do. 1 would like to 
know too. 


Mr. SomMERvILLE: Perhaps you will remember that the committee, through 
the Chairman, made a special appeal to the manufacturers to sit in with the 
growers and see whether or not a basis might be arrived at that would give 
them a more adequate return. To that conference the MacDonald Tobacco 
Company were invited. Mr. Stewart takes a position, to which he is perfectly 
~ entitled, that he does not want to sit in with anybody to make an agreement, 
that they do their business in their own way. Now then, we are asking him, 
if those others agree is he willing to do the same, and make a statement to the 
committee. 

The Witness: May I say something? 


Mr. Youne: Are you asking him to agree that if the others will pay a 
certain sum he will do the same? 


Mr. SoMMERVILLE: Yes, for domestic purposes. 


Mr. Youne: And are you going to bind him to that by an agreement? I 
do not think this committee has any such power. 
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The CHarrMAN: It is not-a question of binding anybody down to anything 
of the kind. It is a question of whether there is a willingness to co-operate 
to solve a very difficult problem with which we are confronted. I do not want 
to review the evidence, every member of the committee has heard it, and there 
is, without doubt, a possibility of some such thing being done which will be in 
the interest of the growers, which will enable the committee later in its report 
to formulate the suggestion. It is only a question of whether or not Mr. Stewart 


would be willing to enter into such an arrangement. 


{ 


Mr. Youne: It looks to me as if something were being done that this 
committee has no right to do. 


The CuHairMAN: Certainly not, I do not agree with that. 


The Witness: It looks to me as if you are trying to ring us in on some- 
thing that we do not want to have anything to do with. 


By Mr. Edwards: 


Q. If you are not willing to co-operate to help the condition of the grower, 
I would say that is a sufficient answer—A. Who said that? 

@. The grower is the one that is bearing the burden——A. I have not heard 
many mention the consumer in this affair. 


By Mr. Sommerville: 
Q. He has not been getting any of the reduction in the price of tobacco.— 
A. Then you do not know, sir. 
Q. Well, if he has we should like to hear, Mr. Stewart, if there has been 
any reduction in the last two years in the price of cigarettes as the result of 
the reduction of 50 per cent in the price of tobacco. 


The CHAIRMAN: Other than from excise. 
The Witness: Certainly there is. 


By Mr. Sommerville: 

Q. Take your cheap brands.—A. Our average price last year, if it had 
not been for the government putting on the duty which was put on, and which 
we knew nothing about, an awful duty on cigarette booklets, we sell a package 
of fine cut for 10 cents, and there is a two cent tax on every booklet, 36 cents 
tax on the books and 20 cents on the tobacco, 56 cents, sir, and we knew 
nothing about it, and it has cost us thousands of dollars. I would like to ask 
a question of one of the members of your cabinet. 


By Mr. Sommerville: 

Q. We are asking you now a question as to what change has taken place in 
the price of your cigarettes in the last two years. What is your leading brands? 
—A. British Consols is our leading cigarette, we sell between 500,000,000 and 
600,000,000, one of the largest brands in Canada. 

Q. What do they sell for now?—A. A cent a piece. 

Q. What did they sell for?—A. A cent and a quarter before. 

Q. Before the tax was taken off?—A. Yes. 

Q. That is 20 for 25 cents?—A. Yes. 

Q. And with the tax of 4 cents—or, what was it?—A. $6 a thousand reduced 
to $4 a thousand. 

Q. That is the equivalent ot 4 cents on 20 cigarettes, isn’t it?——A. Yes, 12 
against 18. 

Q. And when the tax was reduced from $6 to $4, then there was 4 cents taken 
off the price; that would leave the cost price 21 cents, and you reduced that to 
20 cents; is that right?—A. No, it is not right. 


- 
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Q. Allright then, what is right?—A. Further than that, our duty was reduced 
in October, or so; it was not brought down in the budget in the regular way— 
and I would like to ask the Chairman why it was reduced. 

Q. We are not here to examine the government. All I am asking you now is, 
what reduction has taken place in the price of British Consol cigarettes since 
1931?—A. They are a cent apiece, instead of 14 cents. 

Q. And the one-quarter cent included the reduction in the excise tax?—A. 
How are you going to pass it on. 

Q. Did it include the reduction in the excise tax, the reduction from 14 
to 1 cent?—A. That is what makes the reduction, how do you think it could 
be done otherwise? 

Q. Of course it did. When the price of tobacco was reduced from 31 cents 
to 16 cents, was that reduction passed on to the consumer in these consol cigar- 
ettes?—A. You could not pass it on, sir. 

Q. Could not?—A. How could you? 


By the Charman: 


Q. The question is, it was not?—A. It takes about 3 pounds of tobacco to 
make a thousand cigarettes. In British Consol roughly one quarter is domestic, 
so it brings you down so that you only have a saving on a quarter of your 
cigarette—a saving of a pound on the three pounds going into the whole thing. 

Q. It would be about three quarters of a pound?—A. Yes. 

Q. That is the explanation, Mr. Stewart; and it is sufficient?—A. It is so 
small, people won’t pay odd cents. If you try to sell 20° for 19 they would not 
buy it. 

Q. That is the explanation, and it is a very good answer?—A. It is a very 
small fraction in the cost. 


By Mr. Sommerville: 


Q. Then, it not being passed on, it just added to your gross profits on the 
manufacture?—A. Gross profit, yes; but we spent probably more money in trying 
to advertise it. 

Q. Then if you had spent a little more money for the tobacco, the grower 
would have been more suitably rewarded, would he not?—-A. Certainly, the higher 
the price the better for him. 

Q. Since you must pass on that fraction of 50 per cent saving in the tobacco 
—?—A. Oh, no. 

Q. Well, 30 per cent saving?—A. No. 

Q. I don’t care, make it 20 per cent?—A. Well, there was a small saving. 

Q. Make it twenty, that will do, I don’t care which it 1s; since you cannot 
pass it on to the consumer, why not pass it on to the producer who needs it?—A. 
Why does not the government help us out and reduce the tax a bit. 

Q. You are a manufacturer and a buyer, why not pass it on to the producer? 
—A. You are speaking about a crop that has already been used. 

@. Yes. Then there is no suggestion that you care to make to this com- 
mittee?—-A. There is the suggestion I have already given you. We have reduced 
the tobacco price. I do not know whether any of you men come from the West, 
we have big sales on tobacco. 


By the Charman: 


@. Smoking tobacco?—A. Fine cut, sir; and the slogan is “Half as much 
tobacco for the same money as other brands,” that is very largely the tobacco 
you are speaking about. Pardon me, my mistake; half as much more tobacco 
for the same money. 


_ they are speaking of. 


— 
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By Mr. Boulanger: 
Q. That is cigarette tobacco?—A. Cigarette, and very largely this flue-cured 


By Mr. Sommerville: 

Q. Perhaps Mr. Stewart might file with the committee a statement show- 
ing the reduction that has taken place in the price of his product?—A. You 
don’t have to, it is ten cents down; the average was 93 cents for six months 
last year against $1.03. Then it went up the last six months on account of the 
tax on the book. We did not raise our price on tobacco, but we paid thousands 


of dollars for the little 2 cents for our booklet that goes on the package. I 


think somebody in the government made a mistake, and when they found out 
what revenue they got, they left it alone. 

Q. Would you be good enough to file these statements on your various 
brands, as the Imperial are doing, with a statement of the price of that brand 
in 1930 and in each of the following years?—A. ‘There was no such brand, 
the brand is only out. You cannot compare them. 

Q. All right, give us all your brands with the price from 1930 to 1934?—A. 
The ones that have gone up is due to the duty on the booklet, it has nothing 
to do with the tobacco. 

The CHairMAN: State that, Mr. Stewart. 

Mr. SoMMERVILLE: Make that statement, because we want that file to be- 
complete. 


By Mr. Young: 
Q. You said that this reduction in the price of raw tobacco enabled you 
to sell your finished tobacco to the consumer at a lower price?—A. Yes. 
Q. I ask you this question: if you paid more for your tobacco in 1982, 
would it have raised the price to the consumer?—A. On the brand I am speak- 
ing of, yes. 


By Mr. Sommerville: 

Q. What brand is that?—A. Zig-zag, a tenth for 10 cents. The West has 
taken a lot of it. 

Q. A tenth of a pound for ten cents a package; when did you start to 
produce it?—A. A few months ago, sir. 

Q. And was that just because the price of flue came down to 16 cents?—A. 
Well, partly because our book average—we have a perpetual inventory, we 
do not keep one year’s stock separate from another—we have our book and we 
have our stock. 

Q. What proportion of Canadian leaf is in zig-zag?—A. A very large 
per cent. 

Q. 80 per cent to 90 per cent?—A. Fully. 

Q. Fully that?—A. Yes. 

Q. Perhaps it is one of those we are hoping for 100 per cent Canadian 


- leaf?—A. Very close to it. 


Q. And it is a new product of yours?—A. Yes, sir. 

Q. And that is $1.00 a pound?—A. To the consumer. 

Q. Yes, $1.00 to the consumer, and 16 cents to the producer?—A. Yes, 
and 20 cents to the government. 

Q. 20 cents to the government, and that leaves—?—A. Plus sales tax. 

Q. And that leaves 16 to 80 less sales tax for the spread between the producer 
and the retailer?—-A. You have to stem tobacco. Somebody has to manu- 
facture it. There is the cost of the packages. There is 20 cents duty. Some- 
body has to make a profit. 
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Q. Somebody has to make a profit, that is quite apparent?—A. Yes. 

Q. And having taken out your profit of $2,500,000 in 1930, you have in the 
meantime—?—A. That has not got anything to do with it, because that is 
not a fair statement. 

Q. Which is not a fair statement?—A. Just go on, say what you did again. 

Q. Having taken out your accumulated profits of $2,500,000 in 1930?— 
A. That was permitted by the government, earnings prior to; that has got 
nothing to do with the 1932 crop. You were trying to link up these profits 
with the low prices the farmers got, that is not right. 

Q. That is not what I was trying to do at all?—A. You did emphasize 
the amount then, just after saying about the spread. 

Q. If you will just wait till I get through, you will see what I was trying 
to do. Having taken out the accumulated profits in 1930—?—A. Yes. 

Q. Having taken them out then you have at the present time at the end 
of four years accumulated profits of $594,432.967—A. That is only book-keep- 
ing. 

Q. Well, this is in your statement?—A. Look at the price we have our 
stock extended at. It might be capital stock, it might be there would not 
be any surplus at all. 

Q. These are the undivided profits?—A. What is the capital extended at, 
sir. 

Q. The capital, $730,0007—-A. Yes, we put a valuation of $36.50 a share 
on it. 

Q. What difference does that make?—A. It would make a big difference. 
If you put the capital in at the full price, there would be no surplus. 

Q. I am talking about profits?7—A. What you are speaking about 1s not 
a profit. 

Q. At any rate, at the end of four years you have accumulated profits of 
half a million dollars approximately?—A. I would say it was merely book- 
keeping. 

Q. Merely book-keeping?—A. Yes. 

Q. Well, it is represented somewhere there, because you have been making 
from $400,000 to $500,000 a year net?—A. Yes. 

Q. And your overhead is negligible, so it must be somewhere. Perhaps it 
is more than that, Mr. Stewart?—A. Perhaps it is less. 

Q. I would like to find out. These are your financial statements, are they 
not?—A. Yes. 

Q. Well, we will see what they disclose later? 


By Mr. Kennedy (Peace River): 

{). You mentioned two or three times, and it seemed to have a bearing on 
the question, as to whether you would co-operate or not, that some information 
regarding the proposed budget changes was given to your competitor before 
they were to you?—A. Yes. . 

Q. Who was your competitor, and how do you know?—A. I tried to name 
one man—that was when the Liberals were in power. 

Q. Who was it?—A. Do you want me to use names or not, because I do 
not want to get anybody in trouble. 

Mr. Epwarps: I do not think that is necessary. 


The Wrirness: We were told that. 


By Mr. Kennedy (Peace River): 


Q. There is no use in hiding this thing?—A. We were asked, do you want 
your cigarette duties reduced the same as your big friends; and the answer was, 
us not contribute to the campaign funds of either party, we did not play 
politics. | 


i 
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Mr. SomMERVILLE: Some one apparently was talking loosely. 

The Wirness: I do not think so, this was a man very close to the Prime 
Minister. 

The CuatrMaNn: The present Prime Minister. 

The Witness: Yes, sir. These men are very high up that I have got. 
If you want me to name them—I do not want to name them unless you want 
me to. 

Mr. Kennepy (Peace River): As far as I am concerned you can name them 
if you like. We won’t press you if you don’t want to name them. 

Mr. SomMERVILLE: Mr. Stewart’s information comes from such sources that 
I would hesitate very much to accept the same just at present. 


By Mr. Heaps: 


Q. How many employees have you?—A. About 1,200. 
Q. What do they earn there?—A. A great deal of work is on piece-work 


Q. Are they mostly women employed there?—A. Yes, about two-thirds. 

Q. What are the hours of labour?—A. From 8 to 12, and 1 to 5. 

Q. Eight hours a day?—A. Yes. 

Q. What do they earn per week?—A. There are so many different rates, 
there is plug, cigarette, and cut tobacco. 3 

Q. Can you give us the various rates they earn from the lowest to the 
top?—A. We can give them to you all right. Of course you know there is a 
minimum wage law in the Province of Quebec. 

Q. Do you observe the minimum wage rate?—A. Yes, we did before it 
was put into effect. 

Q. Can you file with the committee the rates of wages earned by the 
employees of your company?—A. Yes. 

Mr. Epwarps: In what year? 

Mr. Heaps: From 1930 on to 1931, 19382 and 1933. 


The Witness: Yes, sir. 


By Mr. Heaps: 

Q. Has there been any reduction in the rates of pay in the past four 
years in your firm?—A. In one department there might have been, where we 
can’t give steady work. And in some where—take one lot will come in and 
work for a week and then they are out, and another lot will come in next. 
Our plug tobacco has been cut down from the total of around 7,000,000 to 
9,000,000, to around 4,000,000 pounds a year, so that a lot of the old employees 
we could not give full time work to. 

Q. Did that apply to the cigarette department particularly?—A. No, that 
is all in the business. 

Q. They are working pretty steady there?—A. Yes. 

Q. Short time is only in the other section of the factory?—A. Yes. 

Q. You will give the committee a list?—A. Yes. 


By Mr. Edwards: 
Q. You have not put in a percentage wage cut in your factory?—A. No. 


By Mr. IIlsley: 

Q. You said something about the export of tobacco. I don’t know whether 
you said Great Britain or not. Let me understand this. You say that if you 
agree with the other Canadian manufacturers to pay a certain price for tobacco, 
that there would be a surplus? Is this what you say, that there would be a 
oe left over which would be exported at a very much lower price?— 

. Yes. 
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Q. That is what you say, is it not?—A. Yes; at least it would be if there © 
was no demand. If there is a big demand abroad, I presume they would get 
a high price. 

Q. Is that what you fear? Is that one reason that you are advancing 
for that?—A. All we ask is for you or the government to protect us, that some- 
body else does not get tobacco for less than we are going to be bound to pay. 
That is all. That is all I ask, Mr. Sommerville and Mr. Stevens. 

Q. What I was asking is this, if the Canadian purchasers agree to pay 
a certain price for tobacco, who would get it at a lower price? What purchaser 
would get it at a lower price?—A. I didn’t hear the beginning. Will you repeat 
it? 

Q. If the Canadian manufacturers of tobacco all agree to pay a certain 
price for tobacco—which is suggested as I understand—what competitor of 
yours would be getting it at a lower price? 


Mr. Kennepy (Winnipeg): You mean surplus? 


By Mr. Ilsley: 


(. What competitor would be getting any tobacco at a lower price?—A. 
We have brought tobacco back from England. We have been offered Canadian 
tobacco from England, and bought it. 


By Mr. Sommerville: 
Q. That was just one lot?—A. No, it was not one. 
Q. That was some of the China-American?—A. I am not speaking of that; 
Burley tobacco and other tobacco. 
Q. They failed and passed out of the picture. 


By Mr. Isley: 

Q. Would it hurt you if any foreign manufacturers or British manufac- 
turers did buy tobacco at say half what you are paying for it in Canada? 
—A. No, not as long as you are sure it won’t come back. 

Q. If it does not come back?—A. To a Canadian manufacturer. 

Q. That is what I want to get at. Is there any real danger in this from 
your standpoint, for not agreeing to this proposal?—A. Yes, there is. 

Q. Is that the danger, that there would be a surplus, assuming that the 
present production is maintained, which you say is over-production? Is that 
the danger, that there may be a surplus bought or sold from somebody out 
of the ‘ring?—A. Yes. 

Q. That is being set up?—A. Yes. 

@. And that that purchaser will flood it back to some of your competitors 
in Canada; is that the danger you fear?—A. Yes, because we are one factory 
only. We have no connection with any other factory. If other factories have 
connections with export companies, what protection have we got? 

Q. All right, that is one thing. 


By Mr. Sommerville: 


Q. If they do agree to do that, how is there danger?—A. The surplus 
may come back. 


By the Chairman: 


Q. How could the surplus come back, except by paying the 60 cent duty? 
—A. No, we get this tobacco without duty. There is no duty. Five years, 
I think, is the limit. 


a | 


By Mr. Isley: 


Q. If it comes in from Great Britain there is no duty?—A. On any Cana- 
dian tobacco that goes to Britain and you re-import it within five years, there 
is no duty. It comes back into the country duty free. 

Q. That is one thing you are afraid of?—-A. Yes, because there are millions 
of pounds over in England. — 

Q. Would there be any danger in this, that the manufacturer of cigarettes 
in Great Britain would send cigarettes here?—A. No. 

Q. What stops that?—A. They would be competing with themselves if they 
sent cigarettes here. etme 

Q. Why would they be competing with themselves?—A. The Imperial in 
Great Britain has a large interest in another company that was mentioned here 
somewhere, and as this company has got the largest sale in Canada, there would 
be no object in coming back and competing with them. 

Q. It would be the Imperial of Great Britain competing with the Imperial 
of Canada, which would be competing with themselves?—A. Through the other 
company that was mentioned. 

Q. What is the duty on cigarettes?—A. Imported? 

Q. Yes?—A. The number imported is very small. 
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By the Chairman: 
Q. Negligible?—A. Yes. 


By Mr. Ilsley: 


Q. Are there other manufacturers of cigarettes in Great Britain that are not 
connected with the Imperial of Great Britain and Ireland and the Imperial of 
Canada?—A. Yes. 

Q. There would be no danger of cheap cigarettes coming in from them if 
they bought their tobacco or raw material at half?—A. No, the duty would 
protect that. 

Q. It would protect you from that ?—A. Yes. 

Q. So the only danger you can suggest is that there might be some leaf or 
some raw tobacco— —A. Yes. 

< Q. —coming in from somebody to whom it was sold at a very cheap price? 
—A. Yes. 

Q. Through there being over-production?—A. Yes, because nearly all these 

Ontario firms are exporting, or trying to export. 


By Mr. Young: 


Q. Mr. Stewart, you said something about paying 40 cents a pound duty on 
your imported leaf. How is that paid, and when?—A. We pay it every ten 
days. We withdraw it daily, and pay the tenth, twentieth and last day of the 
month. 

Q. Do you pay it as duty?—A. It is paid as excise. It is customs duty paid 
as excise. 

Q. That is to say, the tobacco comes in and goes into bonded warehouses? 
—A. Yes. 

Q. And as you draw it out you pay this 40 cents duty?—A. Three times 
a month. ' 

Q. When you manufacture that into cigarettes, do you pay an excise duty 
on it also?——A. Yes, we buy the stamps. The stamps are put on the packages. 

Q. It is taxed twice, then?—A. Yes. 

Q. And the Canadian-produced article is taxed once?—A. Yes, once. 
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By Mr. Isley: 

Q. You said something about another matter. I don’t know whether we 
should follow it up or not, but I think we might as well get it cleared up. You 
said you were invited to contribute to campaign funds with a view to sharing 
in the benefits of a duty, is that it?—A. That was what was said at the time 
the man asked for it. He just said, “I presume you would like the cigarette 
duty reduced, the same as your friends.” 

Q. The cigarette duty reduced?—-A. The excise duty. 

Q. The excise duty reduced, the same as your friends?—A. Yes. 


Mr, SOMMERVILLE: What difference does it make to you? 


By the Chairman: 

Q. Just a minute—the same as your friends. There is no discrimination 
in the reduction of the duty. It applies to everybody in Canada?—A. Well, 
he referred to a particular friend, sir. 

Q. But it applies to anyone in Canada?—A. No, the inference was given 
that somebody else would like a reduction, if we would like to chip in on the 
party funds. 

(). That was some third party that made the proposition to you?—A. A man 
very close to the Premier. 


By Mr. Ilsley: 

Q@. The present Prime Minister?—A. Yes. 

©. When was that proposition made?—A. Shortly before the election. 

Q. Which election?—A. The last election. 

Q. The 19380 election?—A. I don’t remember the year, but the last election. 

Q. The last general, federal election?—-A. Yes. And further than that, the 
reduction, when it was made, was not made in the regular way when the budget 
was brought down. It was made in October. 


By the Chairman: 

Q. But it was made by parliament, in a special session of parliament?—A. 
And further than that, we passed on the reduction to the public, and our cigar- 
ette sales doubled. We put 20 for 20 cents into effect immediately. I think 
that is known all the way through Canada. 


By Mr. Isley: 

Q. Let me get what you are saying correct. You some way or other link 
the fact that you did not contribute with the fact that you did not get informa- 
tion that your competitors got?—-A. We have been ignored all the time, because 
we don’t play politics. 

(. Is that correct? Do you, in your own mind, link the fact that you 
did not contribute to party funds with the fact that you did not get information, 
advance information, that your competitors got?—A. Yes. And in addition to 
that, we didn’t have anybody lobbying up here for us. I will say that. We 
don’t keep in touch with the politicians because we are seeking no favours, 


By the Chairman: 


Q. Do you make the statement, Mr. Stewart, on your own responsibility 
and of your own knowledge, that the reduction in the duty on cigarettes was 
made as a favour to your competitors, and because of campaign funds? That 
is the inference you are leaving?—A. Somebody close to the government must 
have suggested it—I mean, that you might get more revenue if you reduced it. 
Five billion roughly is about the maximum of the cigarettes sold in Canada. 
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That is $6. That is $30,000,000 of excise. It might show in better business 
when they reduced it. You would have to sell seven and a half billion cigarettes 
for the same income, on that tax alone. Instead of that, last year’s sales were 
slightly over four billion, instead of seven and a half billion. 

Q. That has nothing whatever to do with the point. You are making a 
very damaging statement, that someone told you so and so. I am asking you 
the question, if you, of your own knowledge, know that the reduction in the 
duty on cigarettes was due to a desire to favour some individual?—A. It was 
not favouring any individual. 


Mr. SOMMERVILLE: No, of course not. 


The Witness: If it came down, we got the same. If there was any benefit, 
naturally we got it. We didn’t get it at the time. We were working right up 
to the day before the duty was reduced, while other factories were closed. 


By Mr. Sommerville: 


Q. Do you say, on your personal responsibility, that somebody told your 
competitors that this excise tax was to be lowered?—A. I can’t say that. 

Q. No. As a matter of fact, was there not an application by a lot of the 
manufacturers to the department, making representations that it would be 
helpful both to the growers and to the revenues of the country if it were reduced, 
that more cigarettes would be sold at the lower price?—A. I don’t know, sir. 

Q. Don’t you know, as common knowledge, that there were these repre- 
sentations?—A. Who were the lot of manufacturers? How many manufac- 
turers do you think there are? Just read out the figures of the other manu- 
facturers. 

Q. Well, how many are there?—A. There may be four or five or six. 

Q. Then you have got nothing to fear?—A. But the others are small. We 
are small, but they are smaller. 

Q. What difference does it make? Were there not representations made 
to the government that if the excise were reduced from $6 to $4, there would be 
a reduction in the price of cigarettes, there would be an increase in the sale of 
cigarettes, and that that would compensate for some reduction? Was not that 
representation made?—A. I don’t know. | 

Q. You don’t know?—A. No. I know we were not considered important 
enough to be asked by the government, and now you are asking us to agree 
with our competitors. 

Q. Is it not a fact that you stayed away from every manufacturer?—A. For 
a very good reason. 

Q. Yes; and you never go near them, never consult with them or never 
join with them in any representation which any of them ever make to any 
government?—A. Do you think we should? 

Q. I don’t know. Is it not a fact that you do, and if you do, then how 
can you know what is going on?—A. Because we have got some very good 
friends. We know what is going on. 

Q. I see—A. Yes. 

Q. Well, you do get your information, then. So the net result of it is that 
you don’t know that your friends were advised in advance?—A. I know one 
factory was closed. They were not manufacturing the day before the change 
was made, and the man said, “I am sorry, but we expect a change to-morrow.” 

Q. Some man said that?—A. Well, I am not naming people. I don’t want 
to name people. 
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By the Chairman: 

Q. Yes, but you are pretty free with innuendoes, Mr. Stewart?—A. No, 
sir, because I asked you—I can name three cabinet ministers; if you have them 
here I would like to ask them three questions. 

Q. That is not the point. If you have any statement— —A. Yes, I have 
something to say to them, too. 

Q. If you have any statement to make, now is the time to make it, but 
you make your statement on your responsibility?—A. Well, have I got any 
protection if I say anything. 

(. Protection?—A. I mean, this is a parliamentary commission. 

Mr. Instny: I would say you are not liable to any prosecution or suit for 
slander. You have the same privilege as any witness in court has. 


By Mr. Sommerville: 

Q. Yes, but I would think, Mr. Stewart, that a man of your standing would 
hesitate about slandering anybody or making a statement that was slanderous? 
—A. What is the definition of slander? 

Mr. SomMERVILLE: All right. 

The CHAIRMAN: You used the word “slander.” 

The Witnuss: I did? 

Mr. SomMERVILLE: No, I don’t think so. 

The Witness: I didn’t, I don’t think. 

Mr. Sommervitte: No. I guess that is hopeless. He does not know what 
it means. 


By Mr, Ilsley: 

Q. Mr. Stewart, there is one thing that I think you should be asked. You 
say a man very close to the Prime Minister asked you for this contribution. 
I think you might just as well tell the committee the name of the man, instead 
of letting it go that way. I should think the majority of the committee would 
want that stated. I don’t know why the minority does?—A. Do you want me 
to answer? 

Q. I think you should be allowed to?—A. Mr. Ward Pitfield of Montreal. 
He was collecting campaign funds for the Conservative party in the last election. 


By Mr. Kennedy (Peace River): 

Q. What about the other case you mentioned some time previously about 
the advanced information?—A. On that one our representative in Toronto—a 
customer from St. Catharines was motoring through to Toronto and he dropped 
off at Hamilton at a factory which belongs to somebody else, and this man was 
wholesaler, and he called at the factory and the man said, ‘Would you like to 
look around?’—we have the letter on record where they were not working. 

Mr. SomMERVILLE: That is not the point. 

The Witness: The man said, “I am sorry. We are not working because 
we expect a reduction in the duty to-morrow.” 

Mr. SoMMERVILLE: That is not the point Mr. Kennedy is referring to; you 
are referring to a previous request about campaign funds for the Liberal party? 

The Witness: The Liberal party? 

Mr. SoMMERVILLE: Well that is what you said in your evidence? 

The Witness: I did not. 


eis: Iustny: He said when the Liberal party came in power, and they were 
zn power prior to the last election. 
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By Mr. Sommerville: 
Q. It was not a contribution you were asked for from the Liberal party? 
—A. No, sir. 

Q. The Liberal campaign fund?—A. No, sir. 

Q. You said it was when the Liberal government was in power?—A. Yes. 
 Q. That was when?—A. Mr. Stevens knows when they came into power. 
I do not know. You know. 


Mr. Iustny: I have a vague idea. 


By Mr. Kennedy (Winnipeg): 


Q. Mr. Stewart, the election you refer to when you say that Mr. 
Pitfield asked you for a contribution to the campaign funds, was the election 
held in July of 1930?—A. If that was the last election, sir, yes. 

Q. That was the last election. Was it just prior to that election that you 
were first asked for campaign funds or had your company been asked for 
campaign funds in previous elections?—A. No. As I say we do not take any 
interest in politics. 

Q. You do not contribute to the campaign fund?—A. No, sir. That is 
why we are not— 

Q. I understand that. You do not wish to be associated with political 
parties and you do not contribute to campign funds and never have?—A. No, 
sir. 

Q. But you say you were asked by Mr. Pitfield immediately prior to the 
last election?—A. Yes. 

Q. Well, on any occasion prior to that had your company been asked for 
campaign funds?—A. I do not remember, because I mean—I do not think we 
have ever been asked by the Liberals. I do not know. 


By Mr. Sommerville: 


j Q. Then, Mr. Stewart, is it not a fact that in 1930 or in 1931 the sale of 
cigarettes dropped off very considerably and people were buying tobacco for 
roll-your-own?—A. Not in our case, because our sales have gone up. 
Q. Has there not generally throughout Canada— 


The Cuarrman: He made the statement they dropped to four billion. 
The Witness: That is the country’s business. 


By Mr. Sommerville: 


Q. That is the country’s business. Yes, I am not talking about your busi- 
ness. Is it not a fact that the country’s business had dropped; that the cigarette 
business of the country had dropped very substantially and people, on account 
a Ao depression, were rolling their own?—A. They are rolling their own 

-day. 

Q. Yes, but did not that condition that began in 1930 and continued in 
1931 continue still further in 1932?—A. I think so. I think it continues 
to-day. 

Q@. And it continues to-day. And it was more than two years after the 
present government came into power before any change was made in the 
excise tax?—-A. I do not know the dates. 

Q. On cut tobacco?—A. On cut tobacco or cigarettes. 

@. The excise from $6 to $4?—-A. As I say, I do not know the dates. In 
connection with the election, I do not follow polities. 

Q. You follow business. What was the date when the excise reduction 
took place?—A. I think it was in the fall of 1982. 

Q. The fall of 1982?—A. Yes. 
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Q. Was that not a direct result, two and a half years after the election, of 
representations that there had been such a steady decline in the sale of manu- 
factured cigarettes that there would be a return of the sale if the price were 
reduced?—A. That is what they thought. ; 


By Mr. Kennedy (Peace River): 


@. You have not said anything to me that has shown me how you are 
discriminated against in connection with that change in the excise tax. The 
tax applied to your cigarettes the same as in the others. You implied that 
your competitors got some advantage?—-A. Only in knowing that—just in the 
knowledge of when it was coming down. 

The Cuamman: Now, Mr. Stewart, I think it is necessary for you to make 
that point clear. You say that your competitors knew that the change was 
to be made. Explain please. You are on oath, and you are here before this 
committee; explain exactly what you mean by that, because it is a very 
serious charge? 

The Wirness: If I can find the letter I will produce the letter. 


By Mr. Sommerville: 


Q. That letter does not mean anything other than information to you. 
Where did you get that information?—A. I got it from Toronto. 

Q. And somebody at Toronto was motoring through Hamilton?—A, No. 
A St. Catharines man was motoring through to Toronto and he dropped off at 
Hamilton on the way and he went through the factory there. 

Q. He went through what factory?—A. Well, another factory. 

@. Whose factory?—A. Tucketts. 

Q. And in Tucketts factory this man from St. Catharines heard something 
from a man in Hamilton?—A. No. He is a buyer, and in passing the factory 
he was asked if he would like to look around, and the man said he was sorry. 
He said, “We are not working, we expect a reduction in the cigarette duty 
to-morrow.” 

@. To-morrow?—A. ‘To-morrow or the next day. 

@. And this man passed that information on to you or somebody else?— 
A. No. He called on our Toronto man. 

@. And this man passed this information on to you through the man in 
Toronto?—A. No. He called on our representative in Toronto. 

Q. He told your representative in Toronto?—A. So he said. 

Q. So your representative said; and then your representative passed that 
on?—A. He wrote to us, and the day we got the letter the duty was either 
reduced the same day or the day after. 

Q. Now, that is the whole story. What is your complaint?—A. I am 
not making any complaint. | 

Q. What is the object in your telling us this then?—A. I am saying we 
were working full. Outside of that letter all we knew about it was in the 
newspaper, so there must have been something going on. 

Mr. Hears: How long had that Hamilton factory been closed? 

The Witness: They were running down their stocks. 


By the Chairman: 
Q. How long were they closed?—A. I don’t know. 
Q. One day as far as you know?—A. They said they were not working. 
Q. Is that all the grounds you have for the statement that information 
had gone out to your competitors that the duty would be reduced?—A. I 
think it was reduced because somebody asked them to reduce it. 
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Mr. SomMervitie: Of course, everybody asked them to reduce it but you. 
The Cuatrman: I may say I asked for it time and time again in parlia- 
ment for the last ten years. I took a strong objection tc the high rate of duty 
on cigarettes and always did. 

The Wrrness: And suppose the American duty goes down, what are you 
going to do here? 


The Cuairman: That does not mean anything. That is merely one man’s 
opinion. 


By the Chairman: 


. I am asking you is the recital you have just made the grounds upon 
which you based the very serious statement that information was given 
_ out to your competitors that the duty would be reduced?—A. You are asking. 
me that question? 
Yes.—A. I say I do not know. We got the letter. The company knew 
they were not working. 
i. Soa ipa answer the question. Is that all you based your statement upon? 
—A. Yes. 
Mr. Iustey: Tucketts are owned by the Imperial of Canada? 
j The Witness: Yes, they have been for years, although it was not generally 
nown. 
By Mr. Kennedy (Peace River): 


Q. You say that the Tucketts factory man said to your representative that 
they expected a reduction?—A. This is a customer, a St. Catharines man. He 
was motoring to Toronto. He dropped off in Hamilton on the way. 

Q. And going through the factory in Hamilton he was told they expected 
a reduction?—A. That is the explanation because they were not working. 

Q. He did not say they knew, though?—A. Oh, no. This was only a letter. 


Mr. Insitey: You were depending upon their actions rather than upon their 
words? 


The Witness: Yes, sir. 


By Mr. Sommerville: 


Q. Mr. Stewart, just before we leave this financial statement. You filed this 

Beanie statement with me as being the true statement of your affairs?—A. 
es. 

Q. And are they true and correct?—A. Certainly. 

@. Why do you say that they are just book-keeping entries?—A. We do 
not pay any dividends. 

Q. No, you do not.—A. We have no shares or bonds or anything in the 
hands of the public. 

Q. No.—A. The Quebec succession duty is very very high. If anything 
happened to me, it pays us better to show a low valuation than a high valuation; 
otherwise, where is the money coming from to pay the succession duties? 


The CuatrMAN: We will leave that to the Quebec government to deal 
with. 


By Mr. Sommerville: 


x aa ‘a the eae you say you do not draw any salary?—A. No. 
at do you draw’? 


Mr. Brun: Breath. 


By Mr. Sommerville: 


Q. What do you draw from the company?—A. Nothing in the way of 
salary. 
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Q. What do you draw?—A. I drew out unearned surplus; I was allowed to 


by the government by the income tax. 
Q. You draw that at the rate of how much a week?—A. $5,000 a week. 
Q. $5,000 a week?—A. Yes. 
Q. Since the beginning of 1930?—A. Yes. 
Q. Every week?—A. Yes. 
Q. $260,000 a year?—A. Yes. 
Q. And after drawing that out— —A. Excuse me though, that is not subject 


to income tax? 
Q. Why not, explain that—A. That is the only reason I draw nothing on 


top of that. 

Q. That is why you do not draw any salary?—A. Yes. 

Mr. Hears: No income tax paid on the income? 

Mr. SOMMERVILLE: No, depreciation on capital that appreciated before 
1930, and which under the law can be divided and withdrawn as depreciation. 


By Mr. Sommerville: 

Q. Then, on top of that there is this accumulation of undivided profits of 
$594,000?—A. I say the reason for that is, if you write the capital up, the 
undivided profits would come down. 

Q. Every year you have dropped your capitalization from $2,500,000 in 
1930, and you got it down now to $700,000, and that has all happened in the 
period of four years?—A. Under the company’s by-laws, I have the right to 
value shares. 

Q. I am just taking the statement— —A. Yes? 

(. —and trying to get a picture—aA. Yes. 

Q. It presents us somewhat of a picture. 

Mr. Iustey: These profits cover what period? 

The Witness: Prior to 1930. 

Mr. Youne: Since the death of Sir William Macdonald. 


By Mr. Ilsley: 

Q. I am speaking about this $500,000 odd. That is for what period?— 
A. If you write the capital down, the surplus is bigger. If you put the capital 
in at a higher rate, the surplus would be less. 

(. I think there is a difference between a profit and a surplus, I may be 
wrong.—A. We may have the wrong word. 

(. Your statement shows profits of $500,000 odd for a certain period, 
which, I understand, began in 1930, but I should like to get the exact period. 

Mr. SOMMERVILLE: Quite. 

Mr. Iustey: The net profit of the new company. 

Mr, SOMMERVILLE: Let us take it year by year. Let us start with 1931. 

The Witness: That is not altogether fair, what Mr. Sommerville is asking 


Mr. IusutEy: I do not see why not. 

The Witness: We filed our statements with the income tax department. 
We are a private company. These are private figures. There is nothing taken 
from the public; they have no bonds or stock. 

Mr. Iustey: It is not my place to enter into an argument with you, but 
this committee is examining price spreads to find out whether companies are 
making excessive profits out of what they are paying the producer and charging 
the consumer, and therefore, I think it is a matter of public interest to know 
what your profits were. 


. 
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Mr. SoMMERVILLE: Here is 1931. There were no net profits at the begin- 
ning of 1931, but at the end of 1931 the undivided pages amounted to $54,756.43. 


Mr. Teeny For what period? 


Mr. SoMMERVILLE: The year 1931. For the year 1932, the statement shows 
undivided profits at the beginning of the period of $54,756.48, and at the end 
of the period $580,125.18. Then, in 1933 it shows at the beginning, undivided 
profits of $580,125.18, and at the end of the period $594,432.96; so that they 
are the undivided profits that have accumulated in three years of operations. 


Mr. Iusuey: On a capitalization of $2,500,000? 
Mr. SOMMERVILLE: Yes; which has been steadily reduced and shows now 
$750,000, at the end of the three-year period. 


The WiTNEss: Would it be proper to invite two or three of these gentle- 
men to come to Montreal, at our expense, and we will show them anything 
they want, of the works? 


The CHAIRMAN: I am sure they would be delighted to go down, but I do 
not know whether they would go at your expense or not. It is up to them. 
It is quite all right, Mr. Stewart, to invite anyone to see your plant. 


Mr. InsLteY: We would be very pleased to do it, or I would, as I go through 
Montreal. 


Witness retired. 


Norman A. Locxwoop, called and sworn. 


By Mr. Sommerville: 


Q. Mr. Lockwood, what position do you hold in the Hodge Tobacco Com- 
pany of Canada, Limited?—A. I am manager and president of it, also treasurer. 


The CHAIRMAN: Secretary?—A. No, not secretary. 


By Mr, Sommerville: 


Q. Salaries all combined?—A. Salaries all combined. 

Q. And it also has proxy for all the stock held by the Macdonald company? 
—A. No; we have proxy naturally for the capital held by Mr. Walter M. 
Stewart. 

Q. That represents some 51 per cent?—A. Yes. 

. Now, I have asked you to file a statement showing your purchases in 
1933 of flue-cured tobacco?—A. I think I gave it to you. 

Q. I have a statement here?—A. Yes. 

Q. Your plant is located at Kingsville, Ontario?—A. Yes. 

Q. And is a branch of the Hodge Tobacco Company in the United States? 
—A. Not exactly. 

Q. Well what is the relation?—A. The Hodge Tobacco Company of the 
United States own 49 per cent—within a fraction of that—of the stock of our 
company, and there are two directors, Mr. Charles and Mr. W. G. Hodge, of 
Henderson, Kentucky, besides myself. 

Q. And Mr. Stewart has no representation on the board?—A. No. 

Q. And he takes no part in the management?—A. He takes no part 
in the management. 

Q. Nor in its operation?—A. Nor in its operation, and gets no part of any 
earnings that we may make. 

Q. So that both management, profit and directorship are all in the con- 
trol of the Hodge Company?—-A. And myself. 
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Q. And what were the total purchases for the crops of 1932, 1933, and 
1934, Mr. Lockwood?—A. I have a copy here of my return to Mr. McGregor, 
of the Combines Investigation Act. I think I can give it to you from that. 
The first year, you say. 

Q. 1931: Perhaps you will tell us 1980 if you have it there?—A. Quanti- 
ties purchased from growers? 

Q. Yes.—A. 1,568,000 pounds off. 

Q. In 1980?—A. 19380 crop. 

Q. And the average price paid?—A. Well, I have 1,505,000, which is only 
a difference of approximately 60,000 in the total, bought at an average price 
of $31.85 green weight. 

Q. 31 cents a pound?—A. 31-85; = >7*'> 2. 

Q. Then in 1932?—A. 1931; we are skipping a year. 

Q. I beg your pardon.—A. 1931, quantity purchased from growers, 2,001,581 
pounds. 

Q. Yes, and the average price?—A. $18.73 a hundred—183 cents you might 
say. 

Q. 1932?—A. That was made up during the packing season of 1932 and 
I will have to go elsewhere for that information. You are speaking now, Mr. 
Sommerville, of tobacco purchased from farmers, tobacco growers, producers. 
We dry tobacco— 

Q. I am talking of what you bought from growers?—A. The year 1932, 
pounds delivered, 3,154,694 pounds. 

Q. At an average price of?—A. 15-32. 

Q. Yes, and in 1983?—A. 587,822 pounds at an average of 173 cents or 
$17.75 per hundred. 

Q. Yes, down from three and a half million pounds in 1932 to 578,000 
pounds in 19338, and the average price was?—-A. The average price to the farmer 
for that tobacco was $17.75 per hundred. 

Q. Now, to whom did you sell your tobacco?—A. Principally to W. C. 

Macdonald Incorporated. 
| Q. In the year 1930, how much did you sell to them? Give me the amounts 
in each year.—A. That is flue-cured tobacco. 1930 we sold them 1,378,935 
pounds. 

Q. That was what proportion of the whole, approximately?—A. Practically 
all of it. 

Q. Practically all of the whole?—-A. That was the redried. We get at 
least anything from 10 to 14 per cent. 

Q. There is a shrink of from 10 to 14 per cent?—A. You might say from 
9 to 14 per cent. 

Q. So that you sold practically all of your 1930 purchases to Macdonald?— 


. Now 1931?—A. 1,768,815 pounds. 
. And what proportion of the whole was that?—A. Practically all of it. 
. And in 19382?—A. 2,778,690 pounds. 
. And that is practically all of 1932?—A. Yes. 
. And in 1933?—A. 517,960 pounds. 
. And that is practically all of that?—A. Yes. 
. Well then, you have not been selling to anybody else but Macdonald for 
the past four years?—A. We have sold some tobacco to the Canadian Leaf 
Tobacco Company. 

Q. You have sold some tobacco to the Canadian Leaf Tobacco Company ?— 
A. Yes, a very nominal quantity. 

Q. Let us have the quantity that you sold to anybody other than Macdonald 
in the last four years?—A. I am looking here for some information in this report. 
I have not looked at it for some time; I should have, not to delay you. In 1930 
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we sold to the Imperial Tobacco Company 49,783 pounds of low grade flue-cured 
tobacco, very common. 

Q. At what price?—A. Some at $3 a hundred and some at $2.50 a hundred. 

Q. And that was after processing?—A. No. 

Q. In its raw condition?—A. Raw condition, practically rejects. And we 
sold the Canadian Leaf Tobacco Company, Chatham, that year, 14,324 pounds 
at similar prices, I have not got the figures here. 
| . And it would be similar quality?—-A. Yes. And we sold to a Mr. Faubert, 
in Chatham, 8,196 pounds at a very low price. 

Q. At what price?—A. It was in the neighbourhood of $1 a hundred, and 
‘*~ some fellow in Kingsville bought a lot of culls from us. I did not keep the 
weight. The transaction was $300. 

Q. For whatever you got?—A. Yes. 

Q. Now, that is the total in 1930 that you sold outside the Macdonald 
Company?—A. Except for some possible transactions we had with the Hodge 
Tobacco Company of Kentucky. We bought on account of the Hodge Tobacco 
Company of Kentucky, with their money, 47 hogshead of tobacco which went to 
England. 

Q. But that was not included in the raw leaf purchases that you have already 
given us?—A. No. 


By Mr. Kennedy (Winnipeg): 


Q. What were your total raw leaf purchases for that year?—A. For 1930, 
1,568,000 pounds green weight. 


By Mr. Sommerville: 


@. Now then next year?—A. I do not know that I have got any figures 
available on that. 

Q. Well, I think you told us that you sold practically all of it to the Mac- 
donald Company?—A. We sell practically all our entire production to the W. C. 
Macdonald Company. We are not speculators. As the Hodge Tobacco Com- 
pany of Kingsville, Ontario, or Canada Limited, we are not speculators in 
tobacco. We do not buy with a view to holding and selling it at an enhanced 
price. 

Q. And how do you buy for the Macdonald Company, what is the procedure 
then?—A. The procedure is this, when the market opens I call up Montreal and 
I say, “Tobacco is selling, to the best of my knowledge at so much.” 


By Mr. Young: 


Q. Dry?—A. Green tobacco, farmers tobacco, from weight, and they may 
say they wish us to buy so much within a market range, such as I have quoted. 
Then I go and buy it, but if I do not get an order I do not buy it. 


By the Chairman: 
Q. You really are agents for the Macdonald Company?—-A. We work for 
them and they are our best customers. 
Q. They are virtually your only customers?—A. We do not class ourselves 
as agents for them because they won’t acknowledge us as agents. They have 
other means of acquiring tobacco. 


By Mr. Sommerville: : 
Q. And then do you get your orders daily from them?—A. If the market 
is on and I call up daily I get orders. 
Q. But you do not get one order to buy two million pounds at the beginning 
of the season?—A. No. 
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Q. You get them from day to day?—A. Yes. 

Q. And you go out and buy from day to day whatever you have orders for? 
—A. As nearly as I can. 

a Q. And that is the system that has been in operation since 1930?—A. 
es, sir. 

Q. Then, when you buy it, you process it, do you?—A. We open the factory 
after the market is over, or about the time the market is finished, and we take 
it from the farmers throughout the winter months, grade it and pack it in hogs- 
heads—grade and rehandle it. 

Q. You do not process it?—A. Yes. Rehandling is the term for redrying 
the tobacco, the operation from the farmer to the hogshead. 

Q. You put it into hogsheads and that is shipped to Macdonalds, then in 
the processing there is a percentage of what you call shrink, from 9 to 14 per 
cent?—A. Yes. 

Q. What is your charge for processing, apart from that?—A. You are 
speaking now of 1931. 

Q. If there has been any change in the price, let us have it?—A. Prior to 
1930, I would say from memory, we did not do as much work on the tobacco 
as we have been doing in the last few years, due to the fact that we do what we 
call leaf grading—putting the leaves leaf by leaf in various grades. We have 
had an additional charge for that work in the last few years. In 1930—our 
usual charge is the value of shrinkage alone. A dollar a hundred has been the 
commission for buying tobacco. 

Q. For buying?—A. That is, establishing field forces, following all through 
the country and buying the leaf. I can allocate part of that dollar to any head 
I like. Two dollars a hundred for handling through the factory, redrying and 
putting into hogsheads. “And the actual cost of the expenditure for the purposes 
of leaf picking, which is done on a piece-work basis and I know from year to 
year how much it costs me. 

Q. What do you mean by leaf picking?—A. Leaf grading, that is in the 
plant. It is an operation which we did not do 6 or 7 years ago. Whatever 
the actual cost is I add to my selling price. 

Q. You add that to your selling price; in the year 1933 what did it amount 
to?—A. That was the year of an average crop. 

Q. In 1933, last year?—A. I beg your pardon, in 1933 the spread between 
the price paid the producer and the price we sold the tobacco at was $7.55 per 
hundred pounds. 

Q. $7.552?—A. Yes, and I can give you an analysis of the cost of the 
various things that entered into that. 

Q. You add the specific items which.you have given us?—A. Plus the 
-actual cost of the raw material. 

Q. And that comes to $7.55?—A. Our selling price is $7.55 over our cost, 
the price of the raw material. 

Q. $7.55 made up of the items you have given us?—A. Yes, the shrinkage 
item is the biggest individual item. 

Q. Last year it was, how much?—A. 1933 worked out to $2-394 per 
hundred. | 

Q. And the next item was?—A. The commission for buying, that is based 
on the 100 pounds on the re-dried weight. 

Q. On the re-dried weight?—A. No, excuse me, it is based on the green 
weight. It works out on the re-dried weight at 1-13, and 2 cents a pound for 
handling—that covers all our factory operation, $2 a hundred, and the cost of 
the leaf grading and re-tying this tobacco into hands and preparing it for the 
machine was $1.78. 

Q. And that made up a total of? -A. Wait a minute, including freight— 
freight from the farm to the factory, we are located 150 miles from the main 
belt now, and we charge 24-1 a hundred. 
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Q. Now then, Mr. Lockwood, what were the profits of the Hodge Tobacco 
Company during these years?—A. I think you have the statements, haven’t 
you, Mr. Sommerville; I mean the year 1930. 

Q. Yes, you could give them to me in succession, one after another?—A. 
In the year 1930 we had a loss of $9,193.66. In 1931 we had a loss of $763.33. 


By the Chairman: 


Q. What do you do with these losses, put them in reserve?—A. Charge 
them up to the little surplus which we had before that, sir. 


By Mr. Sommerville: 
Q. Yes, then 1932?—A. 1932 we had a profit of $29,593.58. 
Q. That was the year of the low prices?—A. It was the year of a large 
- volume of turnover, and this $2 to $3 for handling on more tobacco made the 
profit. 

Q. Yes, and the next year?—A. We had a profit of $35,664.25. May I tell 
you what our profit was as at April 30, 1934. 

Q. All right, if you have it?—A. I have not got the figures here but the 
statement was made up to the first week in May. We were showing a loss of 
between $20,000 and $25,000. 

Q. On this year’s operations?—A. Ending April 30 last. 


By the Chairman: 
Q. What are your total salaries, including executives?—A. They run from 
—let me see—about $19,000 to $20,000. 
Q. Around $20,000?—A. Somewheres. We lost a high priced man through 
death in 1932, and we replaced him with a younger man with a smaller salary. 
They average around $20,000. 


By Mr. Edwards: 
@. Are there bonuses in addition to salary?—A. Sometimes if we have a 
good profit the employees get from 5 to 10 per cent, sometimes $100. 
Q. Are there any bonuses to executive officers in addition to salary?—A. 
Yes. In the year 1933 last year, I myself had a bonus of $1,000 for the year 
1932 and the year 1933—$2,000 all told, I got it in a lump sum. 


By the Chairman: 
Q. You are the President, aren’t you?—A. It was voted by the share- 
holders. 
Q. Quite all right, I mean it is really very modest to what we have been 
used to. 
By Mr. Young: 
Q. This $20,000 includes the little salaries and everyone?—A. That is 
correct. 
The CHatrMANn: That is the total. 


By Mr. Sommerville: 
Q. What about the dividends paid? 
The CuHarrman: This peculiar stock, this non-dividend stock held by the 
~ Chairman. 

The Witness: The dividend paid—I do not think I have the whole detail 
of it, but they have been nominal. The Hodge Tobacco Company of Kentucky 
have received—we figure on giving them about 6 per cent on their investment. 
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By the Chairman: 

Q. About what?—A. About six per cent. We figure that is a fair return on 
the money they spent on our plant. And if I remember correctly, we have paid 
them six per cent since 1925. But you must subtract from that three years they 
didn’t get it. In other words, if we owed them seven payments of six per 
cent,—if we owed them seven, they have only had four. 


Mr. Epwarps: Not accumulated. 


By Mr. Sommerville: 

Q. Your accumulated surplus is what?—A. Accumulated surplus? I think 
that is modest, too. It would be less now than in the last statement I had. 
April 30, 1933, was $61,952.83. 

Q. What was that date?—A. April 30, 1933. 

Q. I didn’t get the amount?—A. $61,952.83; and we now have to write off 
that about $23,000 or $24,000. 

Q. I understand the Stewart stock is non-profit bearing?—A. Non- 
dividend bearing. 

Q. It is non-dividend bearing; and therefore no declaration of dividends 
on that. The six per cent you referred to is six percent— —A. Owned by 
Hodges. 

Q. Owned by Hodges, and it is not six per cent on their shares?—A. Six 
per cent dividend on their investment in the company. 


By the Chairman: 
Q. Is that surplus ear-marked?—A. For what purpose? 
Q. What you mentioned, $60,000; is that ear-marked for anything?—A. 
No, nothing in particular. We use it. 


By Mr. Sommerville: 
Q. Is it ear-marked in such a way that it goes to the Hodge Company?— 
A. If we wound up the business, they would get it. 


By the Chairman: 
Q. All of it?—A. I think so. Wait a minute, now—I don’t think so, no. 
They would get it in relation to the 51 and 49 per cent, I would think. 
Q. In other words, if there are any profits accumulated over the years... 
—A. If we declare any dividend, we pay it to them. 
Q. It would stand on your books as a surplus, distributable to the stock- 
holders, whomsoever they were?—A. I would think so. 


By Mr. Sommerville: 


Q. I presume you could declare a dividend of practically that now?—A. We 
could declare a dividend and wipe that out. 


By Mr. Young: 

Q. In buying tobacco, do you follow the same procedure as the Imperial, 
and have your men going through the fields from time to time, keeping tab on 
the crop?—-A. From what I heard of the way they conduct their procedure, ours 
is very similar. 

Q. It is very similar?—A. Yes. 

Q. You have a pretty good idea of each man’s crop?—A. No, we don’t cover 
them as thoroughly. We are very much smaller buyers; and it is a rather 
expensive operation to have to keep about nine men in the field for three months, 
you might say, supply them with cars and have them running all over the coun- 
_ try keeping track of tobacco you know you will never buy. 


PRICE SPREADS AND MASS BUYING 1751 

7. a 

) Q. Have you any idea in your mind as to whether or not it would be prac- 

_ ticable to establish standard grades and uniform spreads between grades, not 
fixed for all time, but have the spread uniform between No. 1 grade and No. 2 
grade, and so on?—A. That is a matter of opinion between users of tobacco : 
and I would not say it would be possible or practicable, because there is a wide 
variation in opinion as to quality of certain tobaccos. 

Q. Do you think it would be practicable to make standard grades?—A, I 
don’t think you could make standard grades—at least, you could make standard 
grades, but whether it would suit the various people who were going to ultimately 
use that tobacco, I don’t know. You could make standard grades, yes. You 
would need about seventeen or eighteen. 

The Cuairman: Now, gentlemen, it is six o’clock. We will adjourn until 
eleven o’clock on Monday. 


The committee adjourned at 6.05 p.m., to meet on Monday, April 14, at 
11 a.m. 
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House or Commons, Room 368, 
May 14, 1934. 


The Special Select Committee on Price Spreads and Mass Buying met at 
11 a.m., the Hon. H. H. Stevens, presiding. | 


Mr. NorMAN SOMMERVILLE, K.C., of Toronto, appeared as Counsel for the 
Committee. 


The CHAIRMAN: Order, Gentlemen. The Minutes of the last meeting simply 
record the names of witnesses and certain documents filed, that is all, and we 
will order the minutes approved. 

All right, Mr. Sommerville, who are you calling. 


Mr. SOMMERVILLE: I want to file the financial statements for five years of 
L. O. Grothe. | 


(Statement filed as Exhibit 137.) 


And the financial statement of the Rock City Tobacco Company for five 
years. 


(Statement filed as Exhibit 138.) 


And the financial statement of the Canadian Leaf Tobacco Company. 
(Statement filed as Exhibit 139.) 


And the financial statement of the British Leaf Tobacco Company, also for 
five years—1929-1933. 


(Statement filed as Exhibit 140.) 


This is all for the purpose of preparing a statement of the whole situation 
in the tobacco industry. 


Mr. Francis Gregory, recalled. 


By Mr. Sommerville: 


Q. Mr. Gregory, in the evidence of Thursday last we left off at that point 
where you intimated that Mr. Lea on his return from Montreal sent out buyers 
to buy at an average of 18 cents?—A. That was before my return to Delhi; yes, 
sir, at an average of 184 cents. 

Q. Yes, an average of 184 cents; that was before you got back to Delhi on 
the Monday morning?—A. Yes, sir. 

@. And when you came back you found that this was the condition that 
existed?—A. Yes, sir. 

Q. Well, what does that mean, then, in terms of buying tobacco; was tobacco 
being bought on its value at all, or was it just a price that was fixed?—A. No, 
sir. As conditions developed over the next several days I felt quite ashamed of 
it. We have taken pride in the value of tobacco. If you say a top price of 30 
cents for a crop, that crop falls into its logical place. The growers have been 
educated to our way of doing business for the previous 25 years, and they had 
felt confident when we place a value on a crop of tobacco that it was about right; 
and in a market of that kind when there was some tobacco over—more than 
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would be taken—it was like shooting chickens in a barnyard. That is, you could 
buy tobacco for almost any price; therefore I felt responsible even more. If it 
was a market where a farmer could take care of himself—with some competi- 
tion—why then sometimes you had to pay too much, and consequently you 
would try to buy on the under side; but when it got near to the point that 
practically nobody else was buying much tobacco, I thought there should be 
some standard of value—if you got, as I said to Mr. Buell, say 25 cents for the 
best crops and then let each crop fall in its place. 

Q. Then do I understand, following this return of Mr. Lea from Montreal, 
that the price paid had little relation to the quality of the tobacco bought?—A. 
Quite often. 

Q. That is a fact, is it?A. Yes, quite often. I was striving to get the 
business back to some reasonable basis. 

Q. And you found that Lea was offering 18 cents for tobacco that was 
worth more than 25?--A. Yes, sometimes. Better crops had quite largely been 
taken up, but there were good crops left. 

Q. And as a result of that you finally did get Mr. Buell to consent to let- 
ting you pay for some crops at 25 cents?—A. Those crops when they were 
worth it. 

Q. When they were worth it, yes. There were a large number of crops 
that were worth 25 cents or better, that were bought for 18 cents or less?—A. 
Yes, they were bought down, I can’t remember—we will say that we were 
buying considerably under 25 cents—yes, we bought at 18 cents, 20 cents, and 
so forth. 

Q. Well now, perhaps you knew Wilson, one of the buyers—J. B. Wilson? 
—A. Yes, sir. 

Q. And I have before me Wilson’s buyers’ grade book, and I observe that 
on his grade book an owner, Ed. McMullen is described as having 16 acres 
of “good” tobacco, 18,000 pounds, which grades as follows: “fancy” 3 kilns, 
“ood” 2 kilns, “good medium” 6 kilns, and “medium” 1 kiln; a total of 12 
kilns. And I observe that the price which is fixed on the right hand corner of 
the page at the top is 30 cents?—A. Yes. 

Q. And that would be a top price; that was for a top crop?—A. Yes. 

Q. And that description would describe a top crop?—A. Yes. 

Q. In other words, a top crop would not be all “fancy”?—A. That would 
be impossible. 

Q. And the top crop would not be all good?—A. I would say a top crop 
would have an average better than “good medium’”—‘“good medium” and “good”, 
and ome “fancy”; and, of course, you would have a “medium” kiln or two 
as well. 

Q. In other words, a top crop would have enough different grades right 
down the line that the average would be somewhere between “medium” and 
“sood’?—A. Yes, sir. ! 

Q. And that is what you describe as being a top crop for which a top price 
was paid?—A. Something hke that. 


By Mr. Factor: 


Q. And that figure up in the corner of the page is the estimate that the 
buyer put on as an indication of the price to be paid for that crop?—A. I think 
that is the figure we put on prior to the market opening; we went over and 
valued each crop. 


By Mr. Ilsley: 
Q. Not for a top crop, but for that crop?—A. Yes, that is right; 30 cents 
for a top crop, and on down for the crop. 
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By Mr. Sommerville: 


Q. I observe in the statement showing daily contracts for purchases of flue- 
cured tobacco, 1931, on the first page Ed. McMullen, Otterville, was paid 30 
cents for 17,000 pounds; that is the man?—A. Yes, sir. 

Q. So that on that day he got 30 cents for the 17,000 pounds that were in 
that crop?—A. Yes. Now, in that book there the commoner—I think in some 
cases we valued on the high side, the value of the book, we bought at times on 
the low side—they were valued—there is no doubt if I had been doing it myself 
that on the commoner crops there I would have reduced the price some. 

Q. Let us take VanKeribrook, of Norwich?—A. Yes, sir. 

Q. I observe on the page in this book that he had a crop which is described 
as 34 acres “good”, 38,000 pounds; and that crop is graded, 31 kilns of it?—A. 
Now, the “good”, when it says 34 acres good that meant the tobacco growing 
in the field. It may have turned out, of course, from the flue—as people tell 
you it would be possible for a “good” crop to turn out not so good. 

Q. Not so good in the grading?—A. Yes, sir. 

Q. That is true?—A. Yes, sir. 

Q. Now then, we have this same crop graded: “good” 4, “good medium” 6, 
“medium” 13, “common” 6; a total of 31 kiln. And I observe the price in the 
right hand corner at the top of the page was 24 cents. Will you look at that? 
That is correct, is it not?—A. I think so. In Mr. Wilson’s judgment. He was 
a pretty good man. That would indicate that the crop was worth 24 cents, I 
think; that is the price he has on it. 


By Mr. Senn: 


Q. What does that 24 cents indicate to you, Mr. Gregory, as a buyer?’ You 
heard what Mr. Lea said here, that it would not indicate anything to him?—A. 
That was the price Mr. Wilson put on the crop, prior to the market being 
opened evidently, if we take the outside top price to be 30 cents. It is quite 
evident after we decided on a 30 cent top price that Mr. Wilson had valued 
this crop accordingly. I think in some cases “medium” and “common” crops 
are valued a little on the high side than if I had been buying it myself. I 
would have reduced some, but not to the extent to which they did. 

Q. You heard Lea say that he paid little or no attention to these’ estimates, 
that as a buyer, or head buyer, he did not pay any attention to them?—A. 
Oh yes. If I were out with a buyer, and we bought this crop, before we got to 
the next crop I would say, let us see the book; and while we were going from 
this place to the next, we would have our information and knowledge of the crop 
before we got there. 

Q. Then you do think that the estimate contained in these books were of 
real value?—A. Oh yes, we had spent some years getting them up. 


By Mr. Sommerville: 


Q. Then I observe on the statement showing the daily contracts of pur- 
chases for the 1931 crop, and October 13; now, that was the day after Mr. Lea’s 
return from Montreal, that Henry VanKeribrook was paid 19 cents for 32,000 
pounds, and 5 cents for 6,000 pounds?—A. 5 cents for 6—that would be about 
165 cents. 

Q. That would be about 164 cents average?—A. Yes. 

Q. So that all he got was 163 cents for this crop which was valued at 24 
cents?—A. And might. have been probably marked down a couple or three 
cents. 

Q. And you say it might probably have been marked down a couple or 
three cents; well, let us say a couple of cents, and that would make a difference 
of at least 5 cents or 6 cents a pound to him?—A. Yes. 

86332—115 
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Q. And that would make a difference on 38,000 pounds at 6 cents of about—. 
—A. $2,280. 

Mr. Factor: The 5 cent crop must have been of an inferior quality. 

Mr. SoMMERVILLE: I was just going to ask him about that. 


By Mr. Sommerville: 

Q. Tell me, Mr. Gregory, what this “5 cents” means in the system?— 
A. That may mean a number of different things. To begin with: 31 or 32 
years ago in buying burley tobacco from Canadian farmers we discovered that, 
say the top price was 6 cents and a man had a real good crop, and you wanted 
to give him 6 cents, and that was the price at that time; the next neighbour, 
maybe a brother, would have a crop which might stand at 6 cents, but you go 
to the next neighbour and he would have a crop not worth 6 cents, but he had a 
good deal of pride in his farming. He might be a relative, they would be going 
to church on Sunday, and, of course, they would talk about their tobacco. We 
considered giving him 3,000 pounds at 2 cents, and a certain amount at 6 cents 
—we would bring the average price to what we thought it was worth, but we 
would buy some at 6 cents, and he could tell then that he got 6 cents for his 
tobacco. 

Q. But, of course, you paid an average?—-A. That is one way. 

Q. And J. B. Wilson was one of the buyers who was with you for a great 
many years?—A. Yes. 

Q. Then he had used this method for years in arriving at an average on 
a crop?—A. Yes, sir. It may be though that there were times—it is used 
more often in the manner I have described, but there were times when a man 
would have, we will say; two definite lots of tobacco, or he may have 3 kilns 
of very poor tobacco, and if you stick to the amount estimated in these kilns, 
and pay a different price on it, that is a reasonable economic thing to do. 


By Mr. Young: 

Q. Is not that the proper way to buy? Why should you buy a crop on an 
average? Why should you not say, you have so many pounds “fancy,” we 
will give you so much; then you have so many “ medium,” we will give you 
so much for that. Is not that the proper way to buy it?—A. It can’t be done. 
After all, it is largely on our judgment and experience looking it over. You 
take 40,000 pounds of tobacco and these different kilns, all you can do is make 
an estimate. If you were to buy, say 6 kilns at one price, and 8 or 10 at another 
price, a great many of the farmers would take the good tobacco out of the 
commoner prices and put them in the other. After all, the thing to do is to 
look over the crop and try to arrive at as good a conclusion as you can as to 
its value. 


By Mr, Senn: 


Q. Would you prefer then a system of buying by auction, as practiced in 
the United States?—-A. This system was ideal as long as the domestic—it is a 
unique system, a different practice from any other place I know of. I started 
with it when 19 years old and grew up with it, and I would say it was ideal as 
long as these Canadian manufacturers—the Imperial Tobacco Company especi- 
ally and largely—could take and needed all of the Canadian tobacco. It is 
unique and different from anything else being done. We were accustomed to it 
and the farmer had been accustomed to it, but when the business grew to the 
proportions that half or more than half of the tobacco has to be exported, it is 
out of date; in other words, can you expect, with 800,000,000 of 400,000,000, 
500,000,000, 600,000,000 more than they need—and the English manufacturers 
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and manufacturers all over the world are accustomed to buy through that way, 
and in that channel of trade, and it is rather hard to get them to change their 
method; to give away twenty-five million. 


By the Chairman: 


Q. That is for the export trade?—A. Yes. 
Q. Auction buying similar to that practised in the United States would be 
preferable?—A. I think so. 


By Mr. Senn: 


Q. Would there be much difficulty in changing the system? Is it feasible 
to change the system?—A. I would think so, yes. I don’t see any insurmount- 
able difficulty. , 


By Mr. Ilsley: 


@. Mr. Gregory, you heard Mr. Miller state, did you, that the Imperial 
Tobacco Company did not lower their top price below 30 cents during that 
buying season, and that the later purchases at apparently much lower prices 
were due to differences in quality? Did you hear that evidence?—A. Yes, I 
heard part of it. cy 

). What you say is that that is not true, because Mr. Buell told you— —A. 
I think Mr. Miller is mistaken. 

Q. Just a minute, I want to get it straightened out in my own mind, at 
least. You say that is not true because Mr. Buell fixed a 25 cent top price 
in a telephone conversation with you from Montreal, is that correct?—A. Yes. 

(). That is the conversation where he said, “Pay them a quarter”’?—A. I 
don’t remember that he used the word “top”, but I told him it was a nice crop 
of tobacco, and probably the first day it was worth 27 or 28 cents, and after 
discussing the matter, he said to give them a quarter. 7 

@. Yes, I had in mind the conversation where he said to give them a 
quarter. That meant to give them a quarter for the top price, did it?—A. I 
took it for that, yes. I think the record will show whether we paid more than 
25 cents after that or not. 

Q. As I understand it, you say even if those instructions had been followed, 
to pay 25 cents for the top crops— —A. In an intelligent manner. 

Q. —in an intelligent manner, the farmers would have got more than they 
did. As I understand your answer to Mr. Sommerville this morning, it was to 
this effect, that the top crops were purchased at much lower than 25 cents 
despite Mr. Buell’s instruction to pay 25 cents for top crops. Is that the effect 
of your evidence?—A. I think that happened quite often. The record there 
will show. Three years is quite a time. I think—yes, I am sure of that. There 
seemed to be no top or bottom to it. It was chaotic for a while. 

. I was trying to test what Mr. Miller said, because he was very emphatic. 
He went away and he took time to consider it, spent a night on it, and came 
back next day and said, “We never dropped that 30 cent top price.” You say 
they did, because Buell said to pay them a quarter. You say even that was not 
adhered to, because these irresponsible buyers went out and bought for 18 and 
16 and 15 and so forth when they should have bought on a 25-cent basis, and 
they should have paid a lot more?—A. The buyers were very frightened, and 
in a predicament, having regard to the instructions they had from Mr. Lea, and 
they were demoralized as well as the farmers. 


By Mr. Sommerville: 


Q. What do you mean by “they were in a predicament”, the Imperial 
buyers; what do you mean by that?—A. Well, prior to my arrival there, they 


had very definite instructions from Mr. Lea. I said to the only man left at 
86332—1154 
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the factory when I got in—I think it was Mr. Taylor—‘Where are the buyers?” 
‘He said, “They are in the country. Mr. Lea instructed them to go out and buy 
tobacco, and come back with an average of 183 cents.” Where I think that was 
all wrong, they were trying to buy the betta tobacco. If you go out to buy 
tobacco at 30 cents, buying 30 cent tobacco, good tobacco, and buy that type 
of tobacco and your average is 30 cents, you come into a medium tobacco which 
is 25 cents, and you never get your average until you get through. It is 
ridiculous to go out and try to get an average of 184 cents when you are trying 
to buy the best tobacco. 

Q. As a result, the growers suffered?—A. Yes. 

Q. Then as a matter of fact, I think you did take Mr. Buell out with you, 
and showed him some crops of tobacco that you wanted to pay more than 18 
cents for, didn’t you, when he came up later?—-A. I remember taking him to 
one crop after buying had progressed quite a while. I believe it has been stated, 
and I think it is a fact, that we got an additional order from G.B. to buy—the 
Imperial of Great Britain and Ireland. They wanted more real good tobacco. 
There was a crop owned by one Mr. H. A. MacDonald, I think it was, that Mr. 
Lea had offered probably 18 or 20 cents for. He would not take that. In 
discussing where we could go and buy better tobacco—he wanted some good 
tobacco—I took Mr. Buell out to Mr. MacDonald’s and we looked the crop 
over. I think in discussing it with Mr. Buell after we looked at it—he didn’t 
put a price on it, he hadn’t done the buying, but nevertheless I talked to him, 
got his opinion, and I think he agreed—we offered Mr. MacDonald 25 cents and 
he would not take it, if I remember right. He eventually did take a price not 
less than 25; whether it was 26 or 27 I don’t remember. You can find out in 
the books. 

@. In any event, that was the crop for which Mr. Lea had offered 18 to 20? 
—A. 18 or 19 or 20, something like that. 

Q. Did you see Mr. Harrison on the field in 1931?—A. I cannot say on the 
field. Mr. Harrison came up—yes, that is right. He went with me out to see 
the crop we were buying at the time. He was in the factory, and we went out 
in the country. 

Q. Did you have any discussion with him about conditions?—A. Well, I 
talked to him some about conditions, and Mr. Harrison, as you know, is from 
the south, although he does travel as has been stated, world wide. But I 
think his experience has been in the auction market in the south. In fact, I 
think every tobacco man who has experience in flue-cured tobacco, has had 
that. I tried to explain the difference in auction buying, where there is no 
responsibility—it is on the last bid—and the condition such as this. I told him 
that there was a different standard of living here. I remember saying that 
these people very much resented being put on a level in regard to standard of 
living, prices and so forth with the southern pauperized tobacco growers; that 
they were not hard to handle; but you could not figure it on that basis, there 
were different costs here and a different standard of living. 

Q. Did you think that was what the system was leading to, a pauperized 
industry here?—A. As I remember it, Mr. Harrison then was reasonable in his 
talk. I wanted to explain that things were different here, that probably | 
would go sometimes and buy a crop of tobacco at 18 cents or 20 cents when 
I could have bought it for 14 or 15. Where there was great power, it brought © 
great responsibility, and if you followed the practice to buy each crop just a3 
cheap as you can get it, and to bear down all the time, yes, it would lead to that 
condition. 


By Mr. Young: 
Q. Did Mr. Harrison make any remarks about the prosperity of our tobacco 
growers!—A. I can’t recall him. 
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By Mr. Senn: 


Q. Mr. Gregory, you advocate the system of buying by auction. That prac- 
tice is followed on the other side of the line, and yet you say the industry is 
pauperized over there?—A. It was at that time. 

@. Why prefer the auction buying then?—A. Right now it is not. They 
got very good prices last year, and did in the war times and immediately there- 
after. No system is ideal. But if they had this system there, I think it would 
have been much worse than it has been. 


By Mr. Sommerville: 


Q. In other words, the barn buying system leaves it entirely in the hands 
of domestic buyers?—A. The barn buying system naturally will work. I don’t 
think for a minute there was ever any collusion between the Imperial Company 
or any other company in my time. They are buying for the Imperial of Great 
Britain and Ireland, but leaving that out, there has been no combine in any 
way, shape or form that I have known of. Yet this system of buying works 
in the hands of a large company or one which is large enough to dominate. It 
is an unwritten law that nobody else now will raise the Imperial top price. 
That is not by combine or agreement, but it is good business on the others’ part. 
In the auction system, there is no such thing as top price. One pile will bring 
_ 75 cents and one 3 cents, and so on. 


By Mr. Factor: 


Q. The market price paid for the 1933 crop in the United States averaged 
15-2 cents?—A. Well, a good part of that tobacco was sold before the rates were 
raised by government acticn in Washington, and that has figured in it. I believe 
that after that was done, a large part of the crop scld in the old part averaged 
17 and 18 cents. 


By Mr. Sommerville: 


Q. After the government intervened and insisted upon the price being made 
higher?—A. This company, in my opinion, was very fair to the growers, and 
there was good relationship between the growers for thirty odd years until the 
change came about that I have told you of. We had investigations before, and 
we came out in good shape. 

@. At any rate, you did have a discussion with Mr, Harrison who was there 
in 1931, in the course of which you represented to him that. these growers could 
not be put in the same position as southern growers?—A. I told him I thought 
it would be bad for anybody to try to do it. I thought it would lead to a con- 
dition such as you have here to-day. I predicted-it—I don’t know whether I 
predicted it to Mr. Harrison or not, but I predicted it to a great many people, 
members of the company. My brother, W. T. Gregory, did too. 

Q. Your brother and you predicted this condition that has come about 
to-day?—A. Yes. 

Q. By reason of the practices that were adopted?—A. Yes. 

Q. Did you discuss that chaotic condition with Mr. Buell?—A. Yes, I did. 

Q. What was Mr. Buell’s explanation for the chaotic condition of the buy- 
ing?—A. Too many fingers in the pie. 

Q. Too many fingers in the pie; that was his statement. What did he mean 
by that?—A. I inferred that it had gotten somewhat out of Mr. Buell’s and my 
hands. We understood this little, unique, individual way of doing business; and 
the other officers in the company superior to himself, or the British Amercian 
Tobacco Company—in other words the New York management or London, 
whichever you want to call it—I guess the headquarters over here are in New 
York—were having too much to say about something that they didn’t just 
exactly understand. 
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Q. And his intimation was that there were just too many fingers in the 
pie?—A. Yes. 

Q. Did you discuss with him the policy that was being put into effect by 
Mr. Lea, and the chaotic condition that it produced?—A. Yes, sir. Mr. Buell 
seemingly didn’t want to hear too much about that. 

Q. Apparently not?—A. I covered that as well as I could, and showed him 
that crop that he and I gave 25 cents for had been offered 18 and 19; and other 
occurrences such as that. 


By Mr. Factor: 
Q. When did you leave the service of the Imperial Tobacco Company?— 
A. My resignation was demanded on May 1, 1932, at the finish of the 1931 crop. 
It was after the 1931 crop was marketed?—A. Yes. 
You resigned May 1, 1932?—A. Yes. 


By Mr. Young: 

Q. Why did they demand your resignation?—A. Well, it is a long story. 

Q. Has it anything to do with buying tobacco, your attitude toward the 
farmers?—A. Well, I would not say just the attitude towards the farmers. There 
was a question of my handling fertilizer involved, and that could be explained. 
It would take a couple of hours. | 

The CHAIRMN: We will spare you that. 

The Wrrness: I think the main reason was this: We have seen that Mr. 
Lea came from Montreal, back and forth, and I think it was through repre- 
sentations of his that he wanted me out of the job and himself in, largely. 


By Mr. Young: 
Q. What I want to get at is was it because you were paying too much for 
tobacco? Was that the trouble?—A. Well, I don’t know whether I could say 
that or not. 


Pa 


Q. 
Q. 


By Mr. Sommerville: 
Q. You don’t know that that was the reason. There was some reason, at 
any rate, and as a result you resigned?—A. Yes. 
Mr. Hears: His resignation was demanded. 
The Witness: Demanded, yes. 


By Mr. Sommerville: 


—Q. In 1931 the purchasing program was not an orderly purchasing pro- 
eram at all, according to your evidence?—A. No, sir. 
Q. How would you describe it, to put it very briefly?—A. Well, I think it 
was bungled. | 


The CHAIRMAN: That is a good, old word. 


By Mr. Sommerville: 


Q. Bungled; that is a good, old English word. And as a result, the growers 
suffered. We have had the evidence before of Mr. Hagerman’s crop, which was 
marked in the book as 24 cents. Just look at Hagerman’s crop there. (Handing 
book to witness.) It is marked 24?—A. Yes. 

Q. I observe that 30,000 pounds are bought at 18 cents on October 18, 
the day after Lea’s return from Montreal; that means a drop of 6 cents a pound 
on 30,000 pounds, or $1,800?—A. From the description of the crop there, it looks 
like it was priced a little high, even at 24 cents. 

Q. A little high even at 24 cents?—A. Yes, not even, but at 24 cents. I 
think it was priced a little too high in the beginning. 
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Q. On the key it works out at 24. As a matter of fact, it works out at 25 

on the key?—A. Yes. 
Q. The price 24 is a little less than the key indicates; but you think it was 
a little high. When you say “a little high,” what do you mean, one cent or 
two cents?—A. Oh, we try to buy these crops first, and getting into a crop like 
I would think, in the natural sequence, to revise one like that to 21 or 

cents. 


By Mr. Ilsley: 


@. Why would you have lowered it to that, on a 30 cent basis?—A. Well, I 
would think from just looking at that quickly there, there was not any question 
if the bought amount and the key worked out. There was a medium crop of 
tobacco over in that section, if I remember, that year. 


By Mr. Sommerville: 


Q. According to the key, it had worked out at 25 cents and then it had been 
priced at 24 cents?—A, Yes, I doubt in the key if we had made enough difference 
there in the best crops, and one such as that—as I say, it is largely a matter of 
judgment. You can’t get it right to a cent. 

@. But on buying orders in the second week, after Lea’s return from 
Montreal, the price would be affected?—A. Very largely. What was given for it? 
Q. 18 cents; that was the price that was quoted by Lea on his return?—A. 

es, 


By Mr. Factor: 


@. What would you have paid for that crop if you had charge of the buying, 
from the picture as you see it now?—A. Well, I saw the necessity of lower prices 
on medium and common tobaccos, something lower. I guess I would have given 
him about 20 or 21 cents—21 cents. You have to be affected somewhat by how 
much you are buying. If you are going to buy 100 horses and you have bought 
80, you are not going to be so keen about the next twenty. 


By Mr. Sommerville: 


Q. I understand that you had earlier intimated to the farmers that there was 
likely to be an over-production?—A. Yes. 

@. And you had prepared an article for the Simcoe newspaper?—A. Yes, 
nearly every year, for several years. 

Q. The first one apparently was in 1930?—-A. Yes. 

@). And that year there was a short crop?—A. Yes, nullifying our recom- 
mendation. 

@. So with that short crop it was not necessary then to follow that up?— 
A. No. 

Q. Then in 1931 there was the larger crop. By the way, had any of those 
intimations come from Montreal headquarters, about warning the farmers as to 
any likelihood of overproduction, or was it entirely on your own?—A. On my 
own, but I talked to Mr. Buel about it, and maybe after I wrote an article I 
sent it to him. He left things largely in my charge; he concurred in it anyway. 

@. However, nothing initiated in or was announced from Montreal with 
regard to notifying the farmers, that you had heard of; they had sent out no 
circulars up to 1931?—A. No. 

Q. Or no announcements?—A. No. 

Q. Then in 1931 when you had a fair crop, did you buy from those who had 
been your old customers, or was the policy changed?—A. That was a bone of 
contention. In 1931 they wanted to make what I thought was a radical 
departure. I had dealt with people this way: You see, we promoted this business 
from nothing up to its present proportions, and they were treated as customers, 
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that is, a farmer, you might say a good farmer and an efficient farmer, one who 
had used his farm for tobacco growing, and who for nine times out of ten, or. 
eight times out of ten, would have a good crop, would be treated as a customer, 
and furthermore, that whenever I knocked on his door to buy his crop he would 
sell it at the price I offered him. I think he would be a customer, don’t you. 

Q. Well, I would think so—A. We had regard to our responsibility, but we 
had to try and give him a fair price. Then in 1931 when apparently there was 
too much tobacco, I strongly advised that we would buy first from those 
customers, those who had put their money in the business because of their past 
association with us, and those whom we had bought from in previous years, and 
then when we needed more tobacco we would go to those new growers. 


By Mr. Factor: 


Q. That would be discriminating against the new growers?—A. No, we 
would be assisting those who had put there money into the business because we 
had advised them to. I think that man should be taken care of first rather than 
a new man who never had grown any tobacco, or never had sold any tobacco. 
We would not be discriminating against the new fellow by taking care of the 
old fellow first. But they took the position,—Mr. Lea pointed out that wherever 
tobacco was to be bought we had to buy it regardless of any past association. 
I disagreed with that for two reasons. I thought there was a moral responsibility 
to deal with those who had put their money in the business because of their 
faith in us, and secondly with the idea of stopping new growers we would put 
these pieces in the paper advising them not to grow tobacco, and because of 
having done that then to go and buy whatever they did grow, well then you 
might as well never have put your advice in the paper. 

Q. In other words, you were advising against over-production and to buy 
from people who were new producers would simply be encouraging them?— 
A. Yes. 

Q. And the result was, that that year some of the old growers were left 
with their tobacco while some of the new growers sold their first crop?—A. That 
is right, and the new growers would come up every year, and they knew that 
their neighbour had sold his first crop the previous year and they would say 
they were going to do the same. 

Q. And that added to the difficulties of the farmers during that year?—A. 
Yes. That would add to the difficulties next year; that would encourage more 
erowers to come in next vear and add to the difficulties of those old ones. 

Q. And that would encourage increased production?—A. Yes, sir. 

Q. Now next year 1932. You have given us a picture of the panicky con- 
dition in 1931. What do you say as to the buying practices in 1932? 

Mr. Facror: I thought he had resigned in 1932. 


Mr. SoMMERVILLE: Yes but he was there on the grounds. 


By Mr. Sommerville: 

Q. You had lots of tobacco?—A. I had eight farms. 

Q. And what do you say as to the buying in 1932?—A. Well, of the three 
years 1931-1932-1933—I think the farmer has much more cause for complaint— 
he has cause for complaint, as we said, in 1931, but 1932 was the best crop of 
tobacco, even better than 1931, and I think that was just too bad. 

Q. What do you mean by “Just too bad”?—A. In so many cases good 
tobacco sold below the cost of production, to a greater extent than it did in 1931. 


By Mr. Ilsley: 


Q. What about the methods? You are being asked about buying methods? 
—A. Oh, the buying methods. 


The CHAIRMAN: Start out with the question of delay in opening. 
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By Mr. Sommerville: 


Q. What was the effect of the delay in opening that market? Orinoco and 
Yellow Mammoth were grown largely at the request of the Imperial, I under- 
stand, and now you had a large quantity that was being primed instead of being 
harvested by the old method, and we have the evidence that it was ready for 


- market about two weeks earlier, Now, what effect had the delay in opening the 


market till the 26th October have upon the situation, Mr. Gregory?—A. Of 
course, it would make the farmers very anxious and very nervous, but I do not 
say that that would contribute very much, because the Imperial Tobacco Com- 
pany could have started in at 18 instead of 24 that year. They could have gone 
out and bought it as cheap as they wanted to, only the Agricultural Department 


stepped in just as they did. 


Q. But it all added to the panicky condition of the farmer?—A. Yes. 


By Mr. Ilsley: : 

Q. There has been a lot of talk about the panicky condition of the farmers. 
Would it lead them to think that they were not going to buy the crop at all?— 
A. Well, they get so nervous after the tobacco is harvested; they stay at home 
waiting all the time expecting somebody to call. 

By Mr. Senn: 


Q. I suppose their commitments were coming due too, were they not?— 


A. Yes. 
By Mr. Sommerville: 

Q. They have to pay their grocer, and so forth?—A. There was so much 
hardship in the fact that they delayed it. I always try to get them to open the 
market earlier because we want warm weather if we can get it for our operations. 

By Mr. Factor: 

Q. The year before it opened on October 6th; there was only twenty days’ 

delay in opening?—A. Yes. 
By Mr. Sommerville: 


Q. Yes, but you had a crop that was harvested two weeks earlier?—A. I 
think it was just bad business on their part not getting ready sooner and buying 


it, but I do not believe that they did it to depress the market because, as I say, 


I do not see any sense in it as they could have bought it at any price anyhow. 


By Mr, Isley: 


Q. These farmers knew they were coming some time?—A. Yes. 

(). And they are intelligent, I take it; they impressed me as being a very 
intelligent class of farmers?—A. They are a very intelligent class of growers. 

(). Then what would a two or three weeks wait add to their panic?—A. I 
suppose they would figure that the buyers should have been out earlier. You 
see, they put their whole year’s work into it and each day looks like a week, I 
imagine, to them. 

Mr. SOMMERVILLE: Well, apparently Mr. Sutherland thought, when he was 
going down there interviewing the dirt farmers, that it had some effect on them. 


The Witness: If now there was a very competitive market and not quite 
enough tobacco and the farmer had a big price in his head, it would be a good 
thing to do, wait until he got down to earth. 


By Mr. Sommerville: 


Q. But when you were getting down to an average price of 16 cents, which 
was about 50 per cent of the price of 1930, then would it not have an effect in 
softening the market for the blow that was to come?—A. It would make them 
easier to deal with. 
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Q. And then when the market did open at the price that was mentioned, 
what was the immediate effect when they got down to the top price of 24 cents? 
—A. Oh, I don’t think the farmer felt so badly then. They may have expected 
more, but when good tobacco, not top tobacco but good serviceable tobacco is 
being bought for 15 cents, as it was, then they were in a very very bad condition. 

Q. Yes, and that is the condition that did exist?—A. That condition did 
exist, when tobacco sold from 12 to 15 cents. Now, I do not mean top fancy 
tobacco, but I mean good, ripe serviceable tobacco. 


By Mr. Factor: 


Q. And did Mr. Lea have charge of the buying of the 1982 crop?—A. He 
had had charge of it since I resigned, and before too. 


By Mr. Sommerville: 


Q. Now, what was the method of buying that season? Was it by the old 
method that had been practiced for some years, or was it through a changed 
method of just sending out the men to buy the crops and bring them in, or | 
extending the buying over a number of weeks?—A. I hadn’t anything to do with 
it. That was probably the cause, but I would not censor them too much for 
that, or any for that if they paid a reasonable price when they did buy it. 

Q. Now, can you say whether there was any uniformity in the price paid for 
the different grades that year, or do you know?—A. Well, I sold the Imperial 
two crops that I considered Al crops, at 20 cents. One was. I would say, an 
extra crop, a crop that I think was worth within a dollar of the top of the 
market. That was one, but I could only get 20 cents for it. 

Q. You could only get 20 cents for it?—A. Yes. 


By Mr. Senn: 


~ Q. Did you sell different crops of the same grade at different prices, were 
you forced to do that?—A. I think this crop that I have in mind right now was 
bought at two prices, but I think it averaged about 20 cents. And then I had a 
second crop as good. It was a real good one and I got 20 cents for that. But 
those are two crops, if I am any judge of tobacco, that were worth say, a dollar 
or a dollar and a half of the top. . 


By Mr. Sommerville: 


Q. Now then, what was the combined effect of the delay in the market, and 
the price at which they were buying good serviceable tobacco—12 cents. What 
was the effect upon the farmers that year of these combined conditions? Describe 
it to the committee in your own way, Mr. Gregory?—A. Well, the farmers felt 
very badly; they were not getting the cost of production, and I believe that they 
appealed to the Agricultural Department of Ontario, and at that time Colonel 
Kennedy, the Minister, announced the intention of providing financial assistance, 
and said that they did not have to sell their tobacco at those prices. The market 
went up, and I believe it was on account of making the threat of providing 
financial assistance. : 

Q. That is, the market went up following his announcement?—A. Yes. 

Q. And his assurance to the farmers?—A. Yes, and the price went up, and 
the end was about like the beginning in price. 

Q. Yes, I understand the price went up 25 per cent or further after that 
announcement was made?—A. Yes, sir. Mr. Lea, I remember, offered me 14 
cents for a crop and I told the tenant no he must not take 14 cents, that I would 
give him 17 cents myself and he could take 17 cents, or I would have it packed 
and finance it and he could take half of what it brought less expenses, and he 
decided to take the 17 cents, and I sent it up to the Canadian Leaf Tobacco 
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Company to be processed; and as soon as it got there they offered 17 cents for 
it but I did not take that; I merchandised it, and I realized nearly 20 cents 
having regard to green weight tobacco at the farm. 

Q. And that was a tobacco for which you had refused 14 cents from Mr. 
Lea?—A. Yes sir. The Canadian Leaf then offered me 17 cents, and they have 
to buy it and sell again, you know. 


Mr. SOMMERVILLE: Yes. Thank you, Mr. Gregory. 


By Mr. Young: 


(). It seems to me now, Mr. Gregory, that this system of buying tobacco, 
stating to the buyers you shall pay a top price of 30 cents and an average 
price of 24 cents, is bound to result in the very condition you have described, 
especially where you have buyers who are not absolutely sure of themselves: 
is not the buyer bound to make his average regardless of the quality of the 
tobacco?—A. We never had before that any set average to go by; we never 
had, prior to that time, any set average. We would start out with 30 cents, 
35 or 40 cents, in the past as top price, and let the average fall where it may. 

Q. You spoke of going out with Mr. Buell to look over a crop. Where was 
that crop when you looked it over, was it in the shed?—A. This particular crop 
had been stripped, it was in the bales. ; 

@. Can you see it in the bales?—A. Yes, sir. You can go over to the 
bales and take any bale and bring it to the light and go and get another one. 

Q. Is it possible to buy tobacco that way, that is to say, to go to the 
farmer and say, Now, we will buy your tobacco on that basis, we will pay you 
380 cents for your fancy, 20 cents—if that be the cost—for your good, 25 cents 
“elie good medium, and 23 cents for your medium, and so on down the line? 
—A. No sir. 

Q. And then grade it as you take it?—A. That would not work out. 

Q. Why would it not work out?—A. Because this tobacco is all in bales, 
in a big bale, and in each bale there is a certain amount mixed. 

@. In each bale?—A. Yes sir. Well not necessarily in each bale, but to 
some extent, some in each bale. 

(. Could not the farmer be tempted to bale up his good tobacco in one 
bale?—A. The farmer does not grade tobacco in this country. 

Q. There is no possibility then of grading this tobacco?—A. Not in the 
barn. It must be done largely by judgment and experience. 

Q. What did you do before this averaging business started?—A. Just 
looked over each crop of tobacco and offered the farmer whatever we thought 
it was worth. 

Q. And it did not matter so much about your average so long as you got 
your moneys worth in each case?—A. That is it, and the average would fall 
in the right place. You see, the average in the South—they average every day. 
I was a bookkeeper there once and we had to make an average every day and 
an average every week. But these people are accustomed to that in the South, 
but I never heard so much about average as I did in 1931. 

Q. That is, when they instruct the buyers to buy at a certain average, but 
if you could get away from that you would eliminate a lot of trouble?—A. Well, 
I think it is quite wise to have some average in your head. If you have seen 
all the crops of tobacco it is quite wise to consider that before you start to buy. 
I think it is largely a question of experienced buying, looking the crops over 
and getting your moneys worth in each case. 


By Mr. Factor: 


Q. What do you think of the government grading crops and fixing the 
price for each grade, something like they do with hogs?—A. I believe in the 
school of individuality and not so much regimentation as that. 
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Q. Rugged individualism then—A. It can be worked out undoubtedly, 
but this situation needs looking into. 

Q. What do you think of this government grading of tobacco?—A. Com- 
mercial organization would be better than government grading. If you are 
going to adhere to the barn buying system you might try something like that, 
and I would not be surprised if ultimately the barn buying system will be dis- 
carded, but I will be willing to say it will be reasonable to try it for another 
year or two. 


By Mr. Sommerville: 


Q. If you departed from the barn buying system then what?—A. The 
auction system. 

Q. If you departed from the barn buying system and adopted the auction 
system, and you graded your tobacco and packed it in hogsheads——A. You 
do not pack it. You see, the packer is another man, he has another place. 

Q. Well, it is brought in and put in the barn. If you had that system then 
your crop would be sold, your whole crop would be sold by auction.—A. You 
can sell a small portion at a time. 

Q. At a time, yes—A. And your whole crop eventually would be sold by 
auction. 

Q. And your export buyer would be in the market obviously as your 
domestic buyer?—A. Yes, sir. 

Q. To buy his exact grade?—A. Under that method anybody can walk 
in and buy, but under this present method you have eight or ten inspectors 
going round the country looking at the crops, but under the auction system it 
is an excellent thing. The humblest farmer can take in a load of tobacco and 
I can buy it from him, he can do that instead of having to wait, wait, wait until 
the buyer comes along to buy his whole crop. With the auction system he can 
sell a part of it. 

Q. And they sell to the domestic buyer too?—A. Yes, sir. 

Q. But you think the greatest advantage is in the fact that after the crop 1s 
then prepared for sale he has a world market, he can sell to anybody?—A. Yes, 
and to get away from the personal equation. In the South they have been 
following that channel of trade for years and years, and the export business has 
developed on that sytem. 

Q. We have had some evidence about the Imperial Tobacco Company buy- 
ing for the Imperial Tobacco Company of Great Britain some three and a half 
million pounds in the year 1932. Did the Imperial of Great Britain buy their 
ee independently of any competition from the Imperial of Canada?—A. 

es, sir. 

Q. And when you were buying for the Imperial of Canada were the Imperial 
of Great Britain really buying the Burley?—A. Yes, sir. Not at first. We 
bought the Burley for a few years but then they started to buy Burley. I 
would say it was very commendable on the part of the Imperial Tobacco Com- 
pany of Canada to do what they did, but I think they should have stopped after 
that. I believe that the little competition that they have here should not be 
squelched. 

Q. That is, you think that the Imeprial of Canada should not represent the 
Imperial of Great Britain in the buying?—A. No, not of the flue-cured. 

Q. Of the flue-cured?—A. No, sir. 

Q. You say that it ought to be bought independently just as they buy their 
Burley?—A. Yes, and as they buy in the South. 

Q. As they buy in the South, in a competitive way?—A. Yes. 


By Mr. Young: 


Q. Would you say then that the Imperial of Canada should not sell any 
surplus they may have to the Imperial of Great Britain?—A. I think that would 
be all right occasionally when they had some tobacco bought honestly for their 
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own use with the expectation of using it, and as I say, I think it was com- 
mendable of them to do what they did in selling to the Imperial of Great 
Britain, but I do not think that practice.should be continued. Gracious knows 
we have little enough competition without having these two large companies 
buying up the tobacco and then dividing it. 

' Q. You say it was commendable. Is it not a fact that that action was taken 
in order to get the benefit of the 49 per cent preference on Virginia Leaf, and 
that it was really an economic necessity that brought them in, that is, the 
Imperial of Great Britain?—A. Well, I think a company that have probably 


_ Inade enough money anyway, and are rolling in wealth, are slow to change; 


probably that economic necessity you speak of was a circumstance, but I do 
say that I think the practice should not be continued, and that the two of them 
should compete with each other. 


By Mr. Young: 

Q. How are you going to prohibit such a thing as that, especially if they 
have a surplus?—A. I do not think it is right that they should be permitted to 
do so. They are not allowed to do that in the States. I believe the Federal 
Trade Commission has issued an order saying that they cannot do-that very 
thing, and they are competitors all the time in so far as T know. 


By Mr. Heaps: 

Q. You said you were in favour of the tobacco being sold by auction?—A, I 
said I believe if some way can be worked out, such as some schemes that are 
now under way, then I would‘say it would be the practical thing to do, to try 
this maybe another season or two. 7 


By the Chairman: 
(. When you say that, you mean the present barn buying system?—A. Yes, 
and if we cannot make it work different then to discard it and adopt the auction 
sales similar to the manner and system they have of selling the tobacco in the 


- Southern States. The system here is something entirely different from the 


practice anywhere else in connection with flue-cured tobacco. The trade has 
been built up and every channel of trade has developed along the auction line, 
which is entirely different from this. 


By Mr. Heaps: 

Q. If you sold tobacco by auction what would determine the price?—A. 
Competition. 

Q. Supposing there was an overproduction of tobacco what would happen? 
—A. I think you would get more competition with the tobacco sold under the 
auction method, a method that the trade is accustomed to. 

(). Supposing there is overproduction how would that affect prices?—A, If 


_ there was a large crop of flue-cured tobacco why, of course, prices would be low. 


Q. Supposing there was an overproduction of tobacco and the prices were 
lower again to the farmer would there be any improvement over what you have 
had in the past few years?—A. I would think so. 

@. How is it worked in the Southern States?—A. It is worked down there 
on the auction method. 

Q. You told us something about the very low conditions of living in the 
South?—A. Well, down there with the negro labour, and a country that can 
build a tobacco kiln for $100—you can hire labour for 50 cents a day, and 
there are eight to twelve States down there that can grow tobacco. 

Q. It has not taken those negroes out of the semi-slavery conditions at all? 
—A. At times they have done well. 

Q. Who have done well, the negro labour?—A. Yes. In the war time and 
after that when tobacco was high. It was low for two or three years. Last year 
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I would say he did pretty good. Everybody was pretty well satisfied. No 
system is that perfect that it suits everybody. Everybody thinks they have 
a better one—barn buying or the auction system. 

Q. How would you differentiate between the domestic and export trade?— 
A. Then? 

Q. If you did it by auction?—A. They are doing it either way. I think 
last year the domestic buyers were in agreement—an average of 17 cents. 

Q. Suppose there is no agreement?—A. Oh, you could not differentiate 
then at all. 

Mr. Betu: The bad conditions are not entirely due to tobacco; cotton and 
other things enter into the matter, don’t they? They enter into the demoraliza- 
tion of conditions? 

The WITNESS: Yes. 


By Mr. Heaps: 


Q. Suppose there is no fixed agreement or fixed price for tobacco, how can 
you differentiate between the domestic and export trade?—A. You cannot. 

Q. Then, the auction system would not be successful in that case?—A. In 
the auction system there are anywhere from five to ten buyers and this tobacco 
is sold at auction, export or domestic. 


By Mr. Factor: 


Q. Where would you get your five or ten buyers on the Canadian market? 
—A. The Imperial Tobacco Company— . 

Q. Buys most of it?—A. I think the Macdonald Tobacco Company would 
have—I do not know what they would do, but I would say that they would | 
probably have a representative buyer, probably the Imperial of Great Britain 
and Ireland; then there would be independants to buy for small concerns, take 
orders from Godfrey Phillips and Carrera and different ones in England and 
smaller concerns in Canada. 


Mr. Senn: This matter of premiums seems to be one of the most serious 
phases of the situation. Why is it that when we have such a small surplus and 
when we have a premium of 49 cents a pound in the markets of Great Britain 
that our surplus is not readily absorbed in the export trade? 

The Witness: Well, this is called Empire tobacco. When they started to 
grow flue-cured around Danville, Virginia, and South Boston that was consid- 
ered a type of tobacco—Virginia tobacco, and when North Carolina started to 
grow tobacco two or three hundred miles away the manufacturers shook their 
heads and said that that was not as good as the old tobacco and didn’t know 
whether they could use it or not. So North Carolina took to producing by far 
the greater part—-I guess five times as much as Virginia. It went to South 
Carolina. That was worse. They could not see South Carolina. Well, that was 
taken in and now it has gone to Georgia and Florida. From Danville, Virginia, 
to Florida, the number of miles I believe—I think it is a farther distance than 
from Danville to Delhi. In other words, if the Niagara River ran west of 
Tillsonburg this would be considered Virginia tobacco from the States and 
would be taken the same as— 


By Mr. Senn: 


Q. It is only a matter of reputation?—A. Largely, I think. I do not say 
this tobacco is just the same, but I believe it compares favourably with the 
southern tobacco, and I believe by putting this tobacco in a cheaper product 
called Empire Product you cheapen it. Against that you put it in something 
different and advertise it as it is 


"em 
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Q. How does the quality of flue-cured compare with the tobacco that ig 
exported to Great Britain from the United States?—A. I think the better part 
of this tobacco here—I take this as a whole—compares very favourably with 
the tobacco down there as a whole. 

@. Don’t you think that some method of publicity, or something of that 
nature, could be arranged to place our tobacco on a better footing on the 
British market?—A. That would be very ideal, I would say. I remember the 
times in Canada thirty years ago. I believe the excise law was that Canadian 
tobacco must have one colour stamp on it, imported tobacco manufactured 
another colour and a blend a third colour. The result was they looked in the 
showcase and they saw this tobacco that was stamped as Canadian tobacco 
and everybody wanted the imported article, and that held the price of it down. 
We never got a very fair show for Canadian tobacco until that law was changed 
—until you could put any kind of tobacco in the mixture and let it sell on its 
merits. I believe we have that to contend with in England to-day. The 
Empire tobacco—South African and Canadian and so forth goes on a different 
line of business. 


By Mr. Heaps: 


Q. You still continued competitive buying of the tobacco?—A. Yes. 
@. Do you know what percentage of Canadian tobacco is purchased by 


_ the Imperial Tobacco company?—A. I think right now, not 50 per cent. 


Mr. SOMMERVILLE: 56 per cent last year. 


By Mr. Heaps: 


Q. It was higher in previous years, somewhat higher?—A. Yes, as the crop 
was smaller. As the crop goes larger more of it has to find its way out of the 
country. 

@. Would you be in favour of a fixed price to the producer?—A. Well, under 


_ this system of sale I think it hampers export business, but having regard to 


the fact we have gone on increasing and increasing, and looking at it right now 
I would say yes, that some agreement as to what he was going to get the 
next year would be better. 

Q. If you favour a fixed price to the producer you cannot very well have 
the competitive system in buying?—A. A fixed minimum price, would you say? 
How would that be? 

Q. No. I say a fixed price on grades,’ 

Mr. SoMMERVILLE: A fixed average is what they are working on at the 
present time. Perhaps you might mean a fixed average price. 

Mr. Heaps: Apparently, if they have a fixed price on grades it is the same 
thing as if they have a fixed price on the tobacco, average or otherwise; you 
cannot have the competitive system in buying, can you? 


The Witness: Well, I talked to some of them about that and they believe 


that that can be worked out. It would require some thought, and a great many 


angles arise which would have to be thought over and worked out. 


By Mr. Sommerville: 
Q. That is to say you would continue your buying but you would fix your 


_ top price at such a figure as would arrive at an average for the whole crop? 


—A. Yes. 
Q. You think some basis can be worked out—that an average purchase can 


be made upon that basis?—A. I would think go. 


Q. Thank you Mr. Gregory. Now, Mr. Miller wants to produce some wage 
scales for us. | 
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Mr. Gray Mutter recalled. 


By Mr. Sommerville: 

Q. Mr. Miller, you have some statement?—A. Some various statements. 

Q. Would you be good enough to let us have them?—A. On the wage 
scale, I might say we have been working in that, Mr. Sommerville, but we 
have not got them all completed, sir. We have some other statements. 

Q. You have not got the wage scales all completed?—A. No, sir, it is 
quite a big undertaking. 

Q. Have you them for the Imperial factorles—your own factories?—A. No, 
I have not got it completed at all. 


By Mr. Factor: 
Q. You are not producing to-day—A. No. We are working on them and 
we will produce them. 
Mr. SoMMERVILLE: Are you likely to have them to-morrow? 
The Witness: They are working as fast as they can. 


By Mr. Factor: 

Q. May I ask what system you are following in preparing these statements 
of wages? Are you grading the different workers like strippers and packers?— 
A. As I recall it, you asked for all of the piece work rates that we are giving, 
and we are trying to give every piece work and every wage scale, and where 
there is any change. It is a terribly big undertaking, and in order to do it we 
ought to give some idea of what earning there could be under that wage scale. 

Q. How far back are you going to go?—A. Three years, I think. 

Q. You mean for the last three years?—A. Yes, any changes that were 
made. That is the way we understood the question. 

Q. Yes, quite so. 


By Mr. Sommerville: 
Q. Now, there are some other statements you were preparing?—A. Yes. 
There is a statement you asked for of all the changes in important brands of 
cigarettes and tobacco. 


(Statement filed market exhibit 141.) 


You will see quite a few changes downward in both the tobaccos and the 
cigarettes. 

Mr. Facror: Is that exclusive of the excise tax? 

The Witness: It is included in there, but in addition to that the additional 
changes—other changes in addition to that. 


By Mr. Sommerville: 


Q. This does not give the selling price to the consumer?—A. Yes, sir, in the 
last column. ‘Retailers’ That shows retailers’ price, Old Chum, Fine Cut, on 
the second page. 

Q. Take the cigarettes here: Turret, $12.50. What does that mean?— 
A. That means twelve and a half a thousand, which means twelve and a half for 
ten or twenty for twenty-five cents. 


By Mr. Factor: 

Q. That is what the retailer sells it to the consumer at?—A. Yes. It was 
only changed to the consumer on a $10 basis by reason of the excise, but, as 
explained, we could not make any small changes of half a cent a package or 
anything like that, that cannot be passed on. You see “Sweet Caporal” from 
1929, 18 cents for ten down to ten. 
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By Mr. Sommerville: 


Q. Sweet Caporal was a cigarette that was lying dormant for a number 
of years?—A. Yes, quite true. | 

Q. And now has been brought to life on a $10 basis—on the same basis as 
Turrets?—A. Quite. ca 5 | 

Q. Is not that the situation?—A. Yes, to a large extent. - 

Q. It is hardly comparable. You would not put it forward as an average 
reduction?—A. No, sir, the only way to get an average is as we put in our brief, 
sir. I tried to make that point clear the other daz. _ 

Q. Perhaps I should say it was not a representative reduction. With regard 
to Sweet Caporal there was a situation there that differs from all the others?— 
A. No. I think it varies perhaps. Take Millbank— | 


By Mr: Factor: 


Q. Is there a popular brand in that list for which the price has been reduced. 
to the consumer irrespective of. the excise tax?—A. It depends on what you. 
would call a popular brand, Mr. Factor. Take Millbank, for example, that has. 
been a big brand—a relatively fast seller. It is hard to tell what you would call 
a popular brand; but this statement, frankly, as we give it, is a fair indication 
of what the manufacturer did, and it is hard to get at what the average reduc- 
tion to the consumer was, but there was an average reduction to the consumer. 
Then, in addition to that, the higher priced brands decreased in sales and the 
lower priced increased in sales, and the consumer paid less. If we had a big 
brand, say, selling at fifty million a month and selling 20 for 25 cents and we 
put out other brands at 20 for 20 cents it is equivalent to a reduction. 


By Mr. Senn: 


Q. What about your bulk tobaccos; is there any reduction in the price of 
those in packages?—A. Oh, yes, on the next page; there was considerable. 


By Mr. Sommerville: 


Q. Will you deal with the cigarettes first of all. You have “Gold Flake” 
which sold at $12.50 in 1932?—A. Just a minute, sir. Yes, but you go back on 
that. It sold in 1929 at $30, 1930, at $17.50, and we have made a reduction just 
prior to the reduction in excise from $17.50 to $12.50, hoping there would be 
some reduction in excise. We have been trying to get the government to reduce 
the excise for many years. | . ¥! 

Q. But your reduction from $17.50 to $12.50 took place in April 1932?— 
A. That is right. 

Q. That was some six months before the change in excise?—A. Yes. 

Q. And that was with a view, was it not, to increasing your sales on Gold 
Flakes?—A. Yes, quite. 7 

Q. And when the change took place in the excise and $2 was taken off the 
excise tax on 1,000 cigarettes Gold Flakes continue at $12.50; no change took 
place?—A. And decreased in sales tremendously too. 

Q. Well, I want to deal with each concern?—A. That was the result. 

Q. That is to say Gold Flake was at $12.50 for six months prior to the 
change, and since the excise was reduced there has been no change?—A. Yes. 

Q. Take Guinea Gold at $12.50 for several years prior to April 19—— 
A. November 1932. 

Q. And in November 1932 it was reduced to $10?—A. That is right. 
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Q. Per thousand?—A. Yes. 

Q. That is to say, a reduction of $2.50, and the reduction in the excise was? 
—A. Two dollars. 

Q. And that meant a 5 per cent reduction approximately?—A. A what? 

Q. A 5 per cent reduction apart from the $2 of the excise tax?—A. I can- 
not understand your figures. 

Q. The excise reduction was $2?—A. Yes. 

Q. And 50 cents on $10 represents 5 per cent, does it not?—A. Oh, well, 
on $10. I do not know how you figure that. | 

Q. $10 a thousand?—A. I do not know what you are driving at at all, sir. 

Q. At any rate, you added to the reduction of $2 for excise tax a 50 cent 
reduction?—A. Yes. We reduced $2.50. The excise tax was reduced $2. Any 
way we reduced more than that, but the consumer got that. 

Q. The consumer got that. I think that meant that if you had not 
reduced to $10 the consumer would have to pay 21 cents. If you just reduced 
it by the amount of the excise tax the consumer would have paid 21 cents 
instead of 20 cents for his package?—-A. Yes, I suppose. I do not know how 
you are figuring that. . 

Q. I beg your pardon?—A. I do not quite understand your point about 
- that. 

Q. Well, that is the amount of the reduction?—A. If we had reduced it 
only $2 under the price, yes? 

Q. It would have been 21 cents?—A. Yes. There was no intention— 


The CHAIRMAN: The point is that there is a reduction in addition to the 
excise tax reduction? 


The Witness: Oh, yes, quite. 


By Mr. Sommerville: 


Q. Of 50 cents a thousand?—A. Yes. ° 

Q. And the same thing applies in Millbanks. From $12.50——A. Previously 
it was $14. 

Q. And reduced to $12.50?—A. Yes, in November, and in June of last 
year it was reduced to $10. 

Q. And Player’s were reduced from $16.67 to $13.88?—A. Yes. 

. All those are eighteens?—A. I think there was some odd quantity. 1 
think eighteens for a quarter. That figures out to $13.88. 

Q. This reduction in Player’s was a reduction of $2?—A. And 79 cents. 

Q. $2.79. In each of these cases, Mr. Miller, showing these reductions was 
the same quality of cigarette carried through into the new?—A. Well, these 


figures indicate per thousand, and that would correct it. There are some 
changes. 


The CHarrMAN: Everything was the same throughout? 


The Wirness: Well, on that statement it shows where we changed the 
size. Take Player’s. We were selling fifteen for 25 cents and we changed 
them eighteen for 25 cents, which gave a reduction of $2.78 to the consumer. 


The CHarrMAN: But you increased the number in the smaller size? 
The Wirness: Yes. 

Mr. Youne: Was the size of the cigarette reduced? 

The Witness: No, sir; the same cigarette. 
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By Mr. Sommerville: 

Q. Player’s remained the same price but you added three more cigarettes? 
—A. The same price per package. 

Q. You added three more cigarettes?—A. Yes. It is all adjusted in the 
retail price. . 

Q. Is that the system that has been followed generally? You increase the 
number of cigarettes in the package?—A. Not always, no; where it was a unit 
that could be changed, as, for instance, twenties. Where it was twenty for 
25 cents we could make the reduction twenty for 20 cents, and there was no 
change in the number of cigarettes, but the change in price per package—but 
it could not be worked out with a fifteen package or odd packages. 

Q. Were Rex cigarettes treated the same as Player’s?—A. Yes, sir. 

Q. And the reduction was from $13.88 to $11.11?—A. Yes. 


Q. And that sells at what price?—A. It is a very small brand. I will have 
to look that up. Eighteen sold for 20 cents. They must have been previously 
selling for a quarter; yes, they were selling previously 18 for a quarter. 


Q. Then, Turrets were reduced from $12.50 to $10?—A. Yes. Sweet 
Caporal— 


Q. We have had the Sweet Caporal changed. Then Turrets was changed 
from $12.50 to $10?—-A. Yes. 


Q. And Viceroy from $12.50 to $10?—A. Yes. 
Q. And Winchester was changed from $12.50 to $10?—A. Yes. 
Q. These last three brands were 20’s?—A. Yes. 


By the Chairman: 


Q. In each case 50 cents is the excise reduction?—A. Yes, to the consumer. 


Q. So the difference to the manufacturer in reduction was even a little more 
than $2, including the difference in sales tax to the retailer, and the Jobber 
was given a little better margin. 


Mr. Factor: The consumer paid 50 cents less per thousand for cigarettes 
in the form of getting, in certain cases, extra cigarettes in the package, and in 
other cases, a reduction in the price. 


The Witness: Over and above the excise reduction. 


By Mr. Sommerville: 

Q. Now, let us take the ten leading price changes in your ten leading cut 
tobaccos?—A. Yes. 

Q. Dominion?—A. That is a new brand, comparatively. 

Q. A new brand in 19382 which sold at $1.40?—A. All Canadian tobacco. 

Q. It is still $1.40?—A. Yes. 

Q. Then Ogden’s 12’s were $1.80?—A. Yes. 

Q. In June, 1931; that was changed to 16’s at $1.60?—A. Yes. 

Q. I think we should have the reporter copy this in the record. 
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HISTORY OF PRICE CHANGES ON TEN LEADING CIGARETTE BRANDS 


+ y .! i . 4 
™ Net Selling Prices per M. 
Brand Size Date —— - 
Ay rf i are ; i seas S _Mfrs. . | . Jobbers Retailers 
$ $ $ 
Diktie SOS atl. YA. soe Ghee Oris ade 20s 1930 9-7500 10 80 12 50 
ee er ee ts ee Pe bis SIMs sak be eyes wey fy p20s 4 | April. 1932 9-9450 10 96 } 12, 50 
if ee ose WP ised nats sane sad uta SRR saci ts 20s Nov. 1932 7, 8132 8 68 10 00 
Gold Flake ..... NS ae St est lic. Hae os 10s 1929 22-5000 25° 00 30 00 
Misr Bigy aedett fiche t eoeras. Oe aati 20s Sept. 1930 13-4400 14 94 17 50 
eh a Te Re. eee pes Fe Ree ee 20s pril 1932 13-7088 15,21 17 50 
COE ES REINS ee ho a Cre eee ee 20s 1932 9-9450 10 96 12 50 
Shin ARN Baal a ee Se iies ae he 20s Nov. 1932 9-5064 10 56 12: 50 
Guineas Golds. . 3. sGfacce sc bode eee, 20s 1929 9-7500 10 80 12 50 
PS eee ESS oes te PPE ee oe 20s April 1932 9-9450 10 96 12 50 
OUT, Zs a ates Sate Claris oe ena 20s Nov. 1932 7-8132 8 68 10 00 
Millbank .29o.,.& < meson Ba let ae ee 25s 1929 10-7600 11 96 14 00 
Poor lag | pees Paes de eeeeaet: ili wes oc AMSA nS came 25s | April 1932 10-9752 12.14 14 00 
iy dia S 5 ORAS ge D S Rigke hts cag bow cag, ea L.. gma PRA Ae 20s Nov. 1932. 9-5064 | 10° 50, es 12650 
ISU aS eal eR Ae TEE AEE RS bes Metdcots. » 25s June *1933:.}2". 17-8182 41. "8 6 “10 00 
Player's ea Jeunies. oo wAt at. - tad GE RPRE TRAYS 15s 1929 12-7600 14 18 +» 6 /8Z 
PAM EEI ROSEN Ogee: SORES . Batt cE aE 15s | April 1932 13-0152 > 14/38 “16 67 
POMS. Dh hess Rie ae. ss A 18s Nov. 1932 10-8018 12 00 213 88 
ASR Rar Neri Titi. 2 \ Mate da TSS or ee i Le 18s 1929 10-6500 11 83 13,88, 
SG reek 15 Reale ROMER, SET ROR: SU AA Mia t 18s April 1932 10-8630 12 00 13 88 © 
Mesiitl’ sok ty. akeaeke .. aaa et. ... pian Ss Nov. 1932 ° 8 -8026 9 78 Ra aRG! 
SW sO ADOLN GS oo din Gries oman eso titre acne 10s 1929 13-4100 14 90 18 00 
med WY Sie meetla® atin. ele. , ees 10s Aug. 1930 11-2800 12 54 - 15-00 
SPE Bab Se ee ae oa ae ee ae vite, Sys ‘* 10s | April 1932 11-5056 12 71 15 00 
ue Sarai aks tne: Mest cy aie Mauer cee 10s Nov. 1932 7-8132 8 68 10 00 
Tutrete:. .gacioee. ors See iNeed + east SS 20s 1929 9-7500 10 80 12 50 
AP INS, Peg gee ee Iie aa Pine golem fe 20s | April 1932 9-9450 10 96 12 50 
MEN Bek Ble Ne Re RE > ae 20s Nov. 1932 7, 8132 8 68 | - 10 00 
WACCEDY, cdots eine hee hale dale eee TE 20s 1929 9-7500 10 80 12 50 
a teal ie 1 ade ak ahs Ses ide I LP ORIN 20s April 1932 9-9450 10 96 12 50 
td. Cees Meee Ore 5) estes een 20s Nov. 1932 7-8132 8 68 10 00 


HISTORY OF PRICE CHANGES ON TEN LEADING TOBACCO BRANDS 


Net Selling Prices per lb. 


Brand Size Date - 


‘ Mfrs. Jobbers Retailers 
$ $ -cts: $ cts 
Dominion CG. and ke Ge... elas vcs es 14s 1932 0-9792 1 08 1 40 
ae, ee Me Daa eke Te 14s July 1933 1-0302 1 14 1 40 
Ogden's:F.C? and 'C-P... /.)... eS SeR eS 12s 1929 _1-2300 1 38 1 80 
*) STB Maat: cab ihc oes RE, (5, 16s | June 1931 1-1700 1 30 1 60 
rs Ba, CAN | pecan ee ee cial 16s April 1932 1-1934 L232 1 60 
OhP Chum: Crana PoC ss ae ee oS 13s 1929 1-4700 1 63 1 95 
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Prat oy a pe Cee oe : 18s_ | July 1933 1-3974 1 54 1 80 
OA meine) Peis: SIG oe) Ae 6s 1929 1-1300 125 1 50 
e ver RT eens Rene tp ee ee 6s April 1932 1, 1526 1 Be 1 50 
a aR Re (sella ie te te 7s Feb. 1934 1-0506 eke 1 40 
Picobae? iY wees. ee ele pa tO 108-5 1929 1, 1300 M25 1 50 
ms ence Pe Poors SOR oa ete pS on. oar, aes 10s April 1932 1-1526 a Pay 1 50 
SEP SEES RAGE EPOAEE S| 95 yee Sere eB 13s Aug. 1933 0-9894 ei, 1 30 
Rex Mixture £7 ix user 0s 2)i Doe oe. 13s 1929 1-4700 1 63 1 95 
AOD: CaP RASA Ge GREE AALS JPR Me. ok 13s April 1932 1, 4994 1 66 1 95 
1 PD gy Mn was ds ae VE tee - of Soe 16s Jan. 1934 1-1934 1 22 1 60 
TOGeDUCG CUR. eearciee ee: cae eet ae Ce 8s 1929 © 0-9200. 1 02 1 20 
6 LORE AR Po eir-) SA ee 8s April 1932 0-9384 1 04 1 20 
Sweet Caporal:B Cig oc Bovis esiie. Muley wee ad de je rss OOO. 2-2800 2.53 3 00 
i * iE Pennell So ok Sas daria My ot Dy. 16s Jan. 1932 1-8200 ae 2 40 
: Se a wegen tec. Shee er ae 16s April 1932 1-8564 2 05 2 40 
> A aE LT pie Spel. ok tt Ee 15s Sept. 1933 1-1220 1 24 1 50 
Turret WEG.) SAtareae Some ches ee Poe 12s 1929 1-2300 1 38 1 80 
Fn We) ad iercbrasoiea tie it SEE otic Peaane OF ean 8s 1930 1-17 1 30 1 60 
ORR a 5 Wercwter dirt: das he aaa, Jolt 16s April 1932 1-1934 Broa 1 60 
Spend sh MeO DER ae ck Tae nig OR. PE 15s Sept. 1933 1-1220 1 24 1 50 
Wills’ Gigarette.d obaece::.. win. wdsex ot tte a 13s 1932 1-3260 1 47 1 95 
es Prt hdisehadn S tices Sats eae 18s Aug. 1933 1 3464 1 50 1 80 


PRICE SPREADS: AND: MASS:BUYING 1776 


Then, 16’s on April, 1932, were gears to $1.60?—A. sh same price, but the 
sales tax changed there, sir. | 
... Q. There is no change in Ogden’s ee reason of the excise tax change?—A. 
No, no excise tax change— | : | 
Q. On tobacco?—A. On tobaccos. 


By Mr. Factor: 


@. What is the excise tax on tobacco?—A. Twenty cents a pound. 
—Q. On -all brands?—A_ Yes, all types. 


By Mr. Senn: 


Q. Cigarette, as well as pipe?—A. Yes. 
The CHamRMAN: That is, roll-your-own ‘stuff? 
The WITNESS: Yes. 


Be M ip Bommervilles 


-  Q. Then, Old Chum was reduced in ae aie 1932, or in April: 1932 at ata 
at $1.95 a pound and in July, 1933, it was reduced to $1. 80 a pound?—A. Yes. 
Q. Old Virginia, C.P., cut plug?—A. Yes. 

Q. Was sold up to April, 1932, at $1.50?—A: Yes. ~~ 

Q. In February, 1934, it was reduced to $1.40?—A. Yes. 
~- Q. Picobae sold up to April, 1932, at $1.50, and in tex gt 1933, it was 
changed to $1.30?—A. Yes. 
Mr. Factor: Per pound? | bee 

_ The Wirness: Per pound to the consumer. That is an All-Canadian 

tobacco, too. . - ; | a 


By Mr. Sommerville: 


Q. That change was made by putting in three ounces more HL RaRS or some 
more tobacco?—A. No, putting in less tobacco in the individual unit, but selling 
it also at a lower price. It was ten to the pound at 15, and we sold it 15 to the 
pound at 10 cents, which makes the net price to the consumer $1.30 as against 
$1.50 previously. 

; rR ae The Rex mixture was reduced. Up to January, 1934, it sold at $1.95? 
—— es. 
~ Q. It has been reduced to $1.60?—A. Yes. 

Q. Rosebud Cut up to April, 1932— —A. No change in that. 

Qe Tt sold"at $1.267-—A\ Yes: 

Q. Sweet Caporal Fine cut up to September, 1932, sold at $2.40?—A. Wait 
& minute— - 

Q. For the previous two PeRyaoOny Previously it had been $3. 

Q. In January, 1932, it came down to $2. 40?—A. And stayed at that until 

Beptembér, 1933. | 

. When it was-reduced to. $1. 50?—A. Yes. : 

. Turret. Fine :Cut was $1.80 in 1929?—A. Yes. 

. And was reduced to $1.60 in 1932?—A. Yes. 

. In September, 1933, it was reduced to $1.50?—A. That is right. 

. Wills’ Cigarette tobacco up to August, 1933, sold at $1. 957—A. Yes. 

. And it‘has been'reduced to $1.80?—A. Yes. 

Are these the ten leading tobacco brands of the Imperial Tobacco 
ey Yes. 

Q. Are these the ten leading cigarette brands?—A. Yes. 


Be ooseé 
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By Mr, Isley: 


- Q. So that a fair summarization of your cigarette reduction to the con- 
sumer, irrespective of the excise tax, would be 5 per cent between 1930 and 
1933?—-A. Are you figuring on the new price? You are referring to that 50 
cents on $10. | 

Q. I am figuring on the percentage, 5 per cent?—A. Over and above the 
excise tax reduction? 

Q. Yes?—A. Yes, I think so. 

Q. The difference in the price you paid the consumer was between 31-9 
cents in 1930 and 19-8 in 1933, which was a reduction of 40 per cent?—A. Well, 
I cannot think that that is hardly a fair comparison, I would say, Mr. Isley. 

Q. Perhaps it is not?—A. You have the excise tax in the case of the con- 
sumer, and you have the profit to the trade. 

Q. I have not got the excise tax in it. If there is anything unfair in that 
comparison, I want it pointed out. You got a larger reduction— —A. | mean, 
making a comparison of the reduction of 5 per cent in the price to the consumer 
—any reduction that was made in the price of the tobacco is a long way from 
a fair comparison, it seems to me. 

Q. So far as cigarettes are concerned, it is a case of a 5 per cent reduction 
to the consumer, not taking into account the excise tax, and there was a re- 
duction in that period—I am talking of 1930 and 1933, because that is a more 
favourable comparison to you than 1930 and 1932, because there was nearly a 
50 per cent reduction in the price paid the consumer in 1930 and 19382, and I 
figure that is somewhere near 20 per cent?—-A. In the first place, as you realize, 
there is a much larger percentage of imported tobacco used in cigarettes than 
there is in any other types of tobacco, and in addition to that,—I am not trying 
to be ridiculous—there may have been an increase in something that cost us, 
we will say, a cent a thousand, and there might have been a decrease of 50 per 
cent, which would have been half a cent a thousand in cigarettes. Do you see 
what I am getting at? I do not think it is any comparison, Mr. Ilsley, at least 
that is the way it appeals to me. 


By Mr. Factor: 


Q. The price you pay for imported tobacco was changed, too?—A. 
Probably, but you see the point I am trying to make. You are trying to pick 
out one unit that goes into the cost and figure up the percentage, and the change 
in the price of that, and then try to compare that with the change in price to 
the consumer. I do not think that is fair. I mean, one is very far removed 
from the other, as it appeals to me. 


By Mr. Isley: 


Q. You say the raw material is only a small part of the cost?—-A. A com- 
paratively small part. 

Q. It looks to me like a big discrepancy. You reduced what you paid the 
producer in that period by 40 per cent, and the consumer only gets the benefit 
of a 5 per cent reduction in that same period?—A. We may have reduced the 
price, as the price of a lot of things have come down in the previous years. 


By Mr. Sommerville: 


Q. I have no doubt other elements that enter into the manufacturing end 
came down?—A. It only made a very small proportion of the whole cost of 
the consumer’s dollar. 
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By Mr. Ilsley: 


Q. You cannot tell us to-day how much your wages or your labour costs came 
down?—A. Very, very little, sir, per thousand cigarettes, if any, and only 
because of probably changes in machinery and efficiency production. There 
was no fundamental change in our labour at all, sir. 

Q. The cost of your imported tobacco came down in the same proportion, I 
‘suppose, as the domestic, or perhaps more?—A. No. We were not taking 
advantage of it. I do not think so. Our average price was better, but there 
was no material reduction or no very big reduction in the imported tobaccos. 


By Mr. Sommerville: 


Q. There is a drop in the price of the imported tobacco?—A. It does not 
mean a drop in our price of imported at all. 

Q. In 1929 the price of imported tobacco was 16:52—A. We do not buy 
every year. As a matter of fact, we have been buying very little in the last 


year. 
By Mr. Senn: 


~Q. You have a stationary figure per unit?—A. Naturally we buy other 
tobaccos, a lot of tobaccos at cheap prices, but we have not been in the Ameri- 
can market in the last few years, because we have been trying to buy Cana- 
dian tobacco. We have had and used Canadian tobaccos. We have not bought 
any other to any extent, and the cost of imported tobaccos has changed very 


little. 
By Mr. Ilsley: 


Q. Is there any way you can give us your percentage? Is there any 
way you can give us a percentage figure covering cut tobaccos, comparable 
to the 5 per cent reduction in the price of cigarettes to the consumer? 

Mr. Lane: A per pound basis instead of percentage because the selling price 
to the consumer is out of relation to the cost of leaf tobacco. The selling price 
to the consumer does not bear the same relation as the reduction in price of leaf 
tobacco to the producer, and again on to the consumer. There are fixed charges 
in the price to the consumer, such as duties, and all of our other expenses, and 
costs of operation, which do not fluctuate in the same ratio as the reduction in 
the price of leaf tobacco. 


By Mr. Ilsley: 


@. You can arrive at a percentage?—A. Take the excise, $4 on cigarettes, 
and roughly 3 pounds to the thousand. That is $1.33 a pound. On tobacco 
the excise tax is 20 cents a pound, the excise tax on manufactured tobacco. You 
see what I mean. 

Q. I do not. I can just follow one idea at a time. We have a figure now 
of 5 per cent reduction in the price of cigarettes to the consumer apart from the 
reduction he got due to the excise tax reduction. We have that?_—A. Yes. 

Q. Now, then, you sold cut tobacco which went to the consumer; and if I 
could get a figure comparable to that 5 per cent, I think it would be higher than 
that, from following the figures given by Mr. Sommerville. Instead of 5 per 
cent I fancy it would be more like 10 per cent or 15 per cent. Can you give us 
that to show how much benefit the consumer got, what percentage of benefit, 
not per pound, he got between 1930 and 1983 on his purchases of cut tobacco?— 
A. We tried to work that out. We have only got a figure on our own tobacco. 
You would have to take into account, as near as I can understand your question, 
you would have to take into account the sales of all brands of tobaccos, find out 
what the retail price was, and compute it for the whole country in each year 
and then work it down. 
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By Mr. Sommerville: 


-... Q. No; we are only aca ne with your: company, the Imperial Fobaceo 
company. Ag Yes. : 


By Mr. Young: 


Q. Take the brands that you have mentioned, Taian Ogden’s, Old 
‘Chum, Old Virginia, Picobac, Rex, and so on. Suppose on one pound of ‘each, 
the reduction would be from $14 for ten to $12. That would be a reduction of 
15 per cent?—A. Which brand? 

Q. Dominion, Ogden’s, Old Chum, Old Virginia, Picobac, Rex, and so on?— 
A. Take one? 

Q. Suppose you took one pound of each and totalled up the price of a pound 
of each, both before and since the reduction. Now, the reduction would be, 
according to your figures, from $14 for ten, to $12. for ten, or approximately 15 
per cent?—A. Don’t you think you would have to take into account the quantity 
that was sold? | 

Q. Yes, you would.—A. Illustrated by Sweet Caporal? 

Q. Assume you sold the same quantity of each?—-A, We do hot do that, of 
course. They are very very varying quantities from year to. year,. and. month 
to month, 

Q. Your biggest reduction was in Sweet Caporal, and that 1 is a heavy seller? 
—A. It has now got to be a fairly heavy seller. it 


By Mr. Isley: 


Q. What is your heaviest seller?—A. Turret fine cut. 

Q. What is the percentage reduction in that?—A. From $1.80 to S15 50: that 
would be— 

Q. $1.60 to $1.50?—A. What period? 

Q. I took 1930 and 1933.—A. Ten cents. 

; Q. You did not make a large reduction there in your heavy seller?—A. Ten 
cents a pound is considerable. Take 10 cents-a pound. It seems to me that is 
a pretty big reduction. 

: Q. As Mr. Young says, it is 74 per aan on your cigarettes, et on your 
heavy selling cut tobacco you did not make much of a reduction to the consumer 
although you made a reduction to the producer of 40 per cent; that is the point 
I am getting at—A. Do you not think that the statement on page 45 of our brief 
indicates the ratio in the price to the consumer? Take the tobacco: pupyA for 

51931. There was a reduction of $1.01 and 94 cents. ; 

Mr. SOMMERVILLE: On what page? | 


The Witness: Pages 45 and 46. 


By Mr. Ilsley: 


Q. The only trouble about that statement, Mr. Miller, is that it does not 
give the price to the consumer; it gives the price you got, selling 3 in many cases 
to your own subsidiaries ?—A. “Well, that is true, but it has a definite relation to 
the price to the consumer. So far as selling to our own distributors is concerned, 
the amount of business handled by our own distributors is so small I do not 
think it would affect the situation at all. JI mean, to the jobbing outfits gen- 
erally. They handle less than 4 per cent, or about 4 per cent of the whole 
business of the country and ourselves to our retailer outfits around 5 per cent. 


By Mr. Factor: 


Q. The fact remains that on a popular brand of cigarettes there was a 
reduction of 5 per cent, and on the best selling tobacco, Turret, there was a 
reduction of 74?—A. I do not think that is a fair picture of the situation at all, 
Mr. Factor 
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Q. Why?—A. Because, as I have said, you are trying to pick out one 


factor, tobacco, and figure the percentage on that, and compare it with the 


percentage of reduction that is given to the consumer, but on an entirely dif- 
ferent and higher scale. If you want to talk about the price per pound, or the 
price per thousand, the price per pound is the only way pen can make a fair 
comparison. 

Q. The price per pound was 10 cents?—A. On what? 

Q. The best seller, Turrets——from $1.60 to $1.50—A. What was the 
reduction to the producer, 10 cents a pound? 

Q. Yes—A. Ten cents a pound; on your peter that is passed on. 


By Mr. Sommerville: 
Q. The drop to the producer was from 31 cents to 16 cents in 1932, when 
you made your reduction?—A. In 1932 we made our reduction, didn’t we? 
The price we paid for the 1933 crop was 20 cents, approximately; so that is a 


‘difference of 10 cents. 


By Mr. Young: 


Q. But, Mr. Miller, we had a witness nee the other day who cut his price 
334 per cent on fine- cut tobacco?—A. I do not know what brand it was. 


| Nobody could— 


Q. “One half more tobacco for the same Pricer I think he said was the 
slogan?—A. I understand it right, he was not talking about some brand, if 
it was it was just about like if you would compare the sweet caporal cigarettes 
reduction, which was a very similar brand, at that time. There was no big 
reduction in any big brand, but if you take—you could just say in the same 
way, sweet caporals were reduced from 18 cents to 10 cents; you could figure 
an.80 per cent reduction on that basis. I do not like to criticize, but as I 


understand it—I would be glad to be corrected if I am wrong—I suppose I am 
_at liberty to say, zig-zag cigarette tobacco, I do not think there was a big reduc- 


tion in it—not in my recollection that is. 


By Mr. Senn: - | 

Q. Might it not be, Mr. Miller, that the price was fairly high at the begin- 
ning?—A. -Yes, probably it was. 

Q. And the reduction only brought it down to a parity with other prices?— 
A. As I remember it is something he bought cheap—tobacco—and he put out 
cheap tobacco. But I do not like to be discussing. anybody else. That is the 
way I read it and understand it. 

Mr. Instey: He had so many things to talk about when he was giving his 
evidence. 

The Wirness: We will try to work out something, Mr. Ilsley. I do not 
know what Mr. Lane has been able to work out. 7 


Mr. Iustey: I do not insist that it 1s altogether necessary for my purposes. 


-Is there nothing in the evidence to show what are the factors entering into the 
cost of your product to the consumer; that is, how much is labour, how much 


is raw material, how much is overhead, how much is taxes, and so on—is that 


represented? 


The Witness: As a total, yes, sir. 


By Mr. Sommerville: 
Q. Is it broken down?—A. In the statement that we have filed, Mr. 


Sommerville. 
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By Mr. Factor: 


Q. Have you taken the price of cigarettes and broken it down into these 
different elements?—A. It is, on the total business, in the statement. 


By Mr. Isley: 

Q. There is abroad the feeling that when you reduce the price to the pro- 
ducer 40 per cent, the consumer ought to get a proportion of the benefit; have 
you anything to say about that, to indicate that he has?—A. We maintain he 
has, from these figures, Mr. IIsley. 


By Mr. Sommerville: 

Q. Well, if you will just work that out if you can, on the percentage, and 
when we return after adjournment?—A. Might I have a few minutes? Would 
you bear with me for a few minutes? at 

Q. Yes, Mr. Miller, what is it?—A. I hate to mention personalities and get 
into personalities, but I feel that in order to clear some misunderstandings that 
Mr. Gregory has made, I would like to briefly say that Mr. Gregory was for a 
long time manager of this department up in Ontario, and irrespective of whether 
we didn’t seem to have been able to convince you gentlemen, but Mr. Lea’s 
coming had nothing to do with Mr. Gregory’s going; it wasn’t arranged for, or 
had anything to do with it. Mr. Lea, as I stated, came up with the idea of being 
assistant to Mr. Buell; and for a long time Mr. Gregory had been dealing 
in fertilizer, selling fertilizers to the farmers, and had farms—he had eight or 
ten farms, some such number—which was rather embarrassing; and we tried to 
get Mr. Gregory, to get over to him that he had to get out of either the Imperial 
Tobacco Company, or he had to get out of selling fertilizer to these same 
farmers that he was buying tobacco from, and selling the tobacco to us; an 
unfortunate situation, and we were not going to stand it. And we told Mr. 
Gregory that he had to do one or the other, and as he—we knew he was making 
money out of the fertilizer business. We offered Mr. Gregory a very substantial 
increase in salary to compensate him for giving up his fertilizer business, and 
he said he would not go into that any more, and he gave us his word that he 
would not do it. And as to the farms he would gradually get rid of the farms— 
we could not expect him to dump them on the market—next year we found 
out, and Mr. Gregory admitted, that he had not given up his fertilizer business, 
although he was taking an increased salary from us; and his resignation was 
asked for. I am sorry to deal with personalities. I was trying to keep out 
of that. 

Q. He had been in the fertilizer business for twenty years, had he not?— 
A. Yes. And it was unfortunate—partly our fault, perhaps because we allowed 
him to make the mistake; but that was no reason why it should not be cor- 
rected. 

Q@. And he had been in the fertilizer business with your knowledge over 
20 years?-—A. Yes, absolutely and unfortunately. 

Q. And he built up your business through the aid of the fertilizer business ?— 
A. I did not tell you that, not at all. 

Q. He did develop it with the farmers?—A. He seems to have taken full 
credit of developing it, and we were perfectly willing to give him his share 
of the credit; but we do not think that he had any right to the full credit. 

Q. Well then, this system which had been in existence over 20 years with 
your knowledge, and the knowledge of your officials, apparently did not be- 
come objectionable until after the Lea business of 1981?—A. That is a miscon- 
struction, sir. I do not think—you are jumping to a conclusion that is not fair. 

Q. Mr. Miller, is this not a fact: that the first time any suggestion was 
made from the Imperial offices in Montreal that Mr. Gregory should not be 
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engaged in the fertilizer business; was not that made after Lea came into the 
campaign in 1931?—A. I could not answer that definitely, sir, as to when we 
had him up. It probably was some where around that time. I would not say; 
but as to its having anything to do with Lea’s going up there, it had nothing 
to do with that, sir—nothing to do with it. 

Q. I quite believe you?—-A. All right, sir, thank you. 

Q. But you had no idea of Mr. Gregory giving up the fertilizer business?— 
A. Had no idea—he gave his word he would. . 

Q. Wait a minute now. With Lea coming to Canada, it was after the 
disastrous buying campaign of 1931, I suggest to you, that was the first time 
that it was ever suggested to Mr. Gregory that he give up the fertilizer business? 
—A. I do not think— 

Q. Ask Mr. Buell, he is the man that suggested it? Now, was not that the 
fact, that there never was a complaint of any kind from the Imperial to Mr. 
Gregory about his connection with the fertilizer business until—?—A. There 
were complaints from outside about it. 

Q. But, was there any complaint from the Imperial headquarters at Mont- 
real; was he ever asked to give up the fertilizer business until after Mr. Lea’s 
entry?—A. As to when he was asked to definitely give it up, it probably was; 
but it had no bearing on the other situation. 

Q. You agree then that it was after Lea’s arrival in Canada, and after the 
buying campaign of 1931?—-A I cannot recall the date, sir. 

Q. Mr. Lea came in 1931?—A. The point I am making is that it had nothing 
—Mr. Lea’s coming up here had nothing to do with the whole thing; and as I 
have said to Mr. Gregory myself, if he didn’t—if he got out of that fertilizer 
business he would have been with us to-day, so far as I know or believe. 


By Mr. Senn: 


Q. Just one question: Do you think that your relations between your buyers 
and the growers are as good, and in as good a condition to-day, as they were 
when Mr. Gregory was there?—A. That may be worthy of investigation. We 
certainly thought so until all that has been stirred up. We certainly had believed 
it was better. 

Q. I am afraid—?—A. Perhaps not, sir. 


By the Acting Chairman: 


Q. There is just one matter before we adjourn: referring to your immediate 
past evidence, about the position that Mr. Gregory occupies; to sum it all up, 
your contention is that you came to the conclusion—whether rightly or wrongly 
—that his dual capacity as a seller of fertilizer and as a buyer of tobacco—?— 
A. Quite, sir. 

Q. Were inconsistent; that was your view?—A. Yes, sir. 

Q. And to put it into a phrase, you came to the conclusion that he could not 
serve both God and Mammon?—A. Exactly. And raising tobacco on his eight 
farms, 


By Mr. Sommerville: 


Q. But he had done that for twenty years with the knowledge and approval 
of your company?—A. We did discuss it with Mr. Gregory, about discontinuing 
the fertilizer, before Mr. Lea came up here. 

Q. You will present yourself at 3.30 again?—A. Yes, sir. 


The Committee adjourned at on o'clock to meet again this day at 3.30 
o'clock p.m. 
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AFTERNOON SITTING 
The Committee resumed at 3.30 p.m. 
Examination of Mr. Gray Miller continues. 
The Cuamman: Order, gentlemen, 


By Mr. Sommerville: ~ 7 
Q. At adjournment, Mr. Miller, we were e dealing with the question of Mr. 
Gregory’s business’ in selling fertilizer as well as his buying tobacco?—A. Yes. 
Q. Just a few questions relating to, that. I think it has been established 
that he has been in business from 20 to 25 years?—-A. Some years, yes. 
Q. And is it not a fact that in the year 1931 it was arranged that he would 
turn over the fertilizer business to a company to be known as the Gregory 


Fertilizer Company?—A. Never to my knowledge—no name mentioned—he was | 


to turn it over to an incorporated company, over to his brother. 

Q. That is, his brother is the President of that Company?—A. And to divest 
himself.of any financial interest in it, or operation of it. 

Q. Let us get first: perhaps you had better consult with Mr. Buell and 
probably you can find out from him some of the details—first, it was to be 
turned over to a company to be known as the Gregory Fertilizer Company; that 
‘is my understanding?—A. All right. I don’t remember the names there, but a 
company. 

Q. Secondly, his brother was to be made President of that company?—A. I 
do not think there were any particular details as to how he was to do it. He 
was to divest himself of financial interest. 

Q. Were there not details? JI am informed that there were details, and 
these were the details:. that it was to be done in this form of a company, 
known as the Gregory Fertilizer Company; this brother was to be president 
of it; and that was to be submitted to New York, and met with the approval of 
New York before it was finally done; is not that true?—A. He was to divest 
himself of the fertilizer business in such a way that he would have no further 
financial interest in it, or have no active interest in it. 

Q. Yes?—A. And he was to get, if he did that, he was to get a salary of 
$20,000 a year instead of the $9,000 a year that he had been drawing before. 

Q. Yes?—A. And he was gradually to divest himself of his interests in 
the farms; but we did not expect him to try to make a forced sale of it, and 
take a heavy loss out of it. Either that, or he was to retire from the Company 
‘in any active way; carry on-with his fertilizer business and his farming business, 
and we would continue to give him a salary of $9,000 a year in an advisory 
capacity. These were the two propositions ae we put to him, and he accepted 
the first. 
~-Q. Yes. ‘Now then, perhaps you will come back to the question: Was it 
not submitted to New York for their approval that the business he turned over 
to a company of this particular name, with his brother as president. Was that 
not submitted?—A. That particular phase of it—I don’t- know, ‘sir: 

Q. Well, we will enquire from Mr. Buell, because I understand that that 
was actually the case. 

Now, Mr. Lane, you do not need to prompt the witness at all, because Mr. 
Buell is ‘the man that did the business; and this witness, if he wants the 
information, can get it from the source from which that information is available. 
! Was it not a fact that Mr. Buell submitted this arrangement to New York 
for their approval, and they approved of it?—A. I do not recall anything at 
all about the question of what was to be the name of the company, or who was 
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to head it, or what not. As to his brother’s being interested in it, yes; we 
understood that, but he was to divest himself of any financial and personal 
interest .in the management of that business. 


. Mr. Kennepy (Peace River): This New York, how -does that come into it. 


te By Mr. Sommerville: | 

~~ Q. T-want you to ask Mr. Buell—aA. I will tell you, I do not know why 
he called it New York. The British American Tobacco Company has Sir Hugo 
Cunliffe-Owen, and Mr. Cooper, who are two directors; and our Mr. Harrison, 
whom someone talked about before. They realized this situation as well as 
we did, about Gregory being in the fertilizer business, and they did not think 
it was right, and we did not, either. We thought it should be corrected and 
naturally we conferred with them along those lines, just the same as we would 
on any proposition. They were directors of the company. But as to saying 
about New York—they might have been in New York, or they might have 
been in Louisville, or Richmond—I do not know where they were. 


At the request of the Chairman, Mr. Kennedy (Winnipeg) took the chair. 


By Mr. Sommerville: 

_, Q. Was it not a fact that you sent this whole proposition down from 
Montreal to the British American in New York to ascertain whether they would 
approve of this arrangement?—A. I do not think it was just that way at all, 
Mr. Sommerville. It was, as I have said, that they had objected to it as well 
as we had, and we had agreed as to the best way out of it, and as to whether 
they thought—and we both agreed on this. Yes, they knew what the arrange- 
ment was going to be; but to say it was to be called the Gregory Fertilizer 
business, and that the brother was to be president; I do not think all these 
details were dealt with. 

_ Q. Perhaps you will recall, Mr. Buell, because I am instructed that that 
was so.—A. The principal points that you want to know: you want me to 
inquire now as to what are the principal points, whether it was to be called 
the Gregory Fertilizer Company. 

_ Q. Whether his brother was to be put in as president?—A. Yes. 

Q. And a separate manager was to be obtained for the business, but there 
was no suggestion, or no question of his parting with any financial interest he 
had in the business; it was a separation in name?—A. That was not understood 
at all. 
. Q. Well then, find out for me how far it was understood, was it to be the 
Gregory Fertilizer Company, and was the brother to be put in as President?— 
A. All right, sir, excuse me. 

_ Mr. Kennepy (Peace River): Why does this thing have to be referred to 
New York? 

Mr. SOMMERVILLE: It just indicates where the control is. 

The Witness: Mr. Buell confirms what I state, that so far as the name of 
the company was concerned, that we had no interest or particular knowledge of 
what it was to be called. As to his brother, it was understood that his brother, 
it was understood that his brother, he was going—I do not know he was going 
to work it, sell it or give it to him—but as to whether his brother was to be 
President of it, Mr. Buell has no knowledge of it as to whether it was or not. 


By Mr. Sommerville: 
_ Q. Mr. Buell knew, and you knew, that the brother had for years been an 
invalid and could not manage any business?—A. That is very true, but he was 
named manager of it. 
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Q. And a manager was obtained for it?—A. All right. 

Q. An independent manager?—A. Perhaps. 

Q. Was not that a fact?—A. I do not know, sir. I do not sir, truthfully. 
May I ask Mr. Buell? Was there a manager obtained, Mr. Buell? Yes. _ 

Q. And then, subsequently, Mr. Gregory was asked to resign—the next year? 
—A. Yes, because he had not lived up to his arrangement and he admitted it. 

Q. He had not parted with his shares in that company, I presume?—A. 
And he was soliciting business for the Fertilizer Company, and doing various 
things—being active in the fertilizer business. 

Q. Is it not a fact that you encouraged him in the Fertilizer business, and 
that Mr. Buell had declared that for every 5 cents he made in the fertilizer 
business, the Imperial Tobacco Company made a dollar?—A. Well, I don’t 
know. Certainly the development of the fertilizer business undoubtedly helped 
develop the tobacco business, there is no question about that. 

Q. And until 1930 or 1931 the fertilizer that was used came from the United 
States, was a kind that the Imperial Tobacco Company recommended?—A. Yes, 
we thought it was good fertilizer. 

Q. And it was handled through your—?—A. Yes. 

Q. And it was to the advantage of the Imperial Tobacco Company ?—A. 
Well, only indirectly in that it raised the quality of the tobacco we believe; that 
was the only interest we had in it. 

Q. Now, Mr. Miller, just departing from this phase of the situation—I do 
not know whether you want to pursue your enquiry, Mr. Kennedy. 


By Mr. Kennedy (Peace River) : 


Q. My point is: these matters refer to New York; now, Mr. Miller has made 
the point that they are referred to New York because there are two directors 
of the British American Tobacco Company associated with your company ?—A. 
That is right, sir. 

Q. Why do you have to refer this matter to New York to the British 
American at all?—A. We did not have to refer it, Mr. Kennedy. 

Q. Why did you not deal with it in Montreal?—A. Well, we did. I have 
tried to point out that the British American Tobacco Company have a big 
interest in this company. 84 per cent of our stock is held in Great Britain, and 
here are two directors who are directors of this company. They have had a lot 
of experience in the tobacco business, and they are interested in the welfare of 
this company as well as of a lot of other companies that they are interested in; 
and they consult with us from time to time about it. But as to any dictation I 
mean very certainly that is not from New York in particular. I mean, the 
inference of being from New York, as if it were an American—I take it that is 
the point? 

Q. As if you were subsidiary almost?—A. That is your point, being from, 
New York—by the authority of an American company, or an American influence. 


By Mr. Sommerville: 


Q. Controlled from New York?—A. But, it is not. In the first place, I do 
not think the British American Tobacco Company have any office in New York 
at the present time, and have not had for some years. They have offices in 
Louisville, and this is the British American Tobacco Company that we are deal- 
ing with. It so happens that they sometimes come over to New York, just as 
they will come over to Canada. But I mean it is unfair, I think to make the 
suggestion that it is just New York, as it just happens to be that they come over. 
It is English, if you want to know, the influence is British; it is not an American 
influence, which is the inference drawn from that. Our stock certificates are in 
pounds sterling, originally issued on the English market, and they have been 
traded in on the English market for years. 
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By Mr. Kennedy (Peace River): 


@. When this matter was referred to New York, was it referred to these 
two directors, or to the British American Tobacco Company’?—A. It would 
be to the individual director probably, not the British American Tobacco Com- 
pany. It was to Mr. Cooper, as a matter of fact, so far as I know, who is also 
one of the directors of our company. 


By Mr, Ilsley: 


Q. Mr. Gregory said in his evidence that at the end of the first day of 
buying in 1931, Mr. Buell telephoned him that New York thought they were 
buying too fast in Ontario; rather conveying the impression to the committee 
that New York was dictating the rate of buying and the price to be paid, and 
keeping in very close touch with it?—A. That is wrong. I think Mr. Gregory 
has gotten a wrong inference from any conversation that might have referred 
to anything in the way of Mr. Harrison, or anything of that sort. There is 
no domination by New York with respect to any matters of that sort, and 
certainly I know nothing you can say is American domination. 


By Mr. Sommerville: 


Q. Mr. Miller, I suggest to you that you have been endeavouring to give 
to this committee the impression that the Imperial Tobacco Company is con- 
trolled absolutely within Canada, and is not controlled in its policy or in its 
practice from the United States?—A. Yes. | 

Q. I suggest to you, that not only is its policy controlled, but the appoint- 
ment of its officers comes by way of suggestion from the United States? 
A. What do you call United States? What is your inference? There are 
American stockholders. Who appoints the directors of the company? The 
directors, don’t they? Who appoints the officers ; the directors, don’t they? 

Q. You know exactly what I mean, Mr. Miller?—A. I do not know what 
you mean, sir. I do not know what you mean in the inference that this com- 
pany is American controlled. 84 per cent of the stock of this company is owned 
in Great Britain. 


The Hon. H. H. Stevens resumed the Chair. 


By Mr. Factor: 


Q. I was under the impression that the British American Tobacco Com- 
pany owned over four million shares?—A. That is part of the British American 
Tobacco Company that is in England. It is an English company. It is not 
an American company. Their head office is in London. I do not know if they 
have an office in New York at all. 


By Mr. Sommerville: 


Q. But for certain reasons, incorporated in London?—A. You mean to say 
that you think that this company is controlled by American interests, Mr. 
Sommerville? 

Q. Largely, Mr. Miller—A. Of course, we cannot analyse what the stock- 
holding is of the British American Tobacco Company. 

Q. I do not care anything about an analysis of the stock-holdings. I am 
Suggesting to you that the British personnel is from the United States; its policy 
is dictated by certain people in the United States?—A. I think you are wrong, 
sir; I do not know just on what you are basing your idea, or your inference. 

Q. I am giving you an opportunity to be as frank as you like?—A. I am 
being frank. 

Q. But my information, I may tell you, comes from very very direct 
sources; and I am really surprised at the answers you have made as to the 
position that the British American has taken with respect to your company; 
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or, rather, the impression that you have given to this committee in your 
evidence?—A. In what particular regard. . 

Q. As to the influence and control of this company by the British American. 
—A. You mean you do not think it is controlled by the British American? | 

Q. I think it is—A. Don’t you think the British American is an English 
Company? 

Q. In name, yes.—A. Only in name. 

Q. Yes—A. Why do you question that it is in fact? 

Q. I am leaving that to you now.—A. I do not know how—if you want 
to draw an inference of that sort, Mr. Sommerville—I do not know how I can 
disabuse you. | 

Q. By the way, you gave us a statement the other day as to the moneys 
that were paid out by your company by way of dividends?—A. A statement— 
what do you mean, our answer to a letter of yours that about 7 per cent was 
paid? 

Q. You’ gave a list of the shareholders and I think you stated the pro- 
portion of the money that went to various countries. Is it not a fact that the 
dividends declared by you to the British American have been deposited in the 
United States?—A. Well, not recently, they have not. I believe that perhaps 
in years gone by they probably have been deposited. I understand that they 
have, by the Leaf Tobacco Company or some other financial arrangements of 
their own. But since the drop in sterling I understand they have, so far as I 
know, been taking their money in sterling, taking it to England. That has no 
bearing on it. i 

Mr. Facror: I don’t see any particular object in pursuing this line of 
investigation. As far as I am personally concerned, I am interested in the 
methods adopted in the purchase of tobacco, and the methods adopted in the 
retailing or selling of tobbaco. | . iy: 

Mr. SoMMERVILLE: We will deal with that in a moment, Mr. Factor. 


By Mr. Sommerville: | + 

With reference to the statement you presented to the committee this 
morning, of the reductions in price to the consumer, that statement which is 
submitted shows the net selling price by you to the jobber, the net selling 
price by the jobber to the retailer, and the net selling price by the retailer 
to the consumer?—A. Yes. 

Q. That is correct, is it not?—A. Yes. 

Q. May I ask this, looking at that statement, Mr. Miller, did the Imperial 
Tobacco Company take the full $2.50 reduction in the price to the consumer, 
or did they require the jobbers and retailers to take a substantial portion of 
that?—A. No, the $2—it is shown here. We reduced our price. Take Turret, 
we reduced our price $2.13. | 
- Q. Yes, you reduced your price?—A. And the reduction we got in tax 
was $2. 

Q. The reduction in the tax was $2?—A. Yes. 

Q. The Imperial Tobacco Company contributed 13 cents towards a further 
reduction to the consumer?—A. Yes—well, let us see. Was it 13? Well, about 
that, yes. 

Q. Then the jobber reduced the price by what amount?—A. Well, what- 
ever the figures are. 

Q. $2.38. 

Mr. LANE: $2.28. 

The Witness: $2.28. They all work on a percentage basis. 
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By Mr. Sommerville: 

Q. So that you contributed 13 cents of the additional 50 cent reduction over 
and above the excise; the jobber and the retailer contributed 37 cents?—A. 
37 cents? 

Mr. Factor: Making it half a dollar. 

Mr. SOMMERVILLE: Yes, making it half a dollar. 


The Wirness: Yes. It is on a percentage basis. Presumably with the 
lower price, the more goods sold and the greater turnover. 


By Mr. Sommerville: 


Q. I am just getting at what the facts are?—A. Yes. 

Q. That is the fair way of putting it?—A. Well, I don’t know. It is your 
way of putting it. 

Q. Well, is it not the fair way of putting it?—A. Well, we made a fair 
reduction. We got a $2 reduction in excise tax, and we reduced our cigarettes 
by more than $2 to the trade. 

Q. Yes, in Winchesters, you reduced them to the trade $2.13?—-A. Yes. 

Q. In Viceroys, $2.15?—A. That is right. 

oe eirete, pola tA ny Gs. 

@. A similar scale in Guinea Golds, $2.13?7—A. Sweet Caporal. 

@. Sweet Caporal. I am trying to get these all together, all of one type. 
Dixies, $2.13. Gold Flakes, you reduced the price 44 cents—was it $9.94? What 
do you say Gold Flakes were, 44 cents?—A. There had been a previous reduc- 
tion. 

Q. There had been a previous reduction?—A. Yes. from $13.70. 

@. That was six months before the tax came off; but at the time when the 


_ tax came off you reduced it 44 cents?—A. Yes. 


@. With reference to Millbanks, at the time the tax came off you reduced 
them?—A. $2.47—no, $1.47. 

Q. You reduced them $1.47? 

Mr. Facror: Is that excluding excise tax? 

Mr. SomMMERVILLE: No. 

Mr. Factor: It is including excise tax? 

Mr. SOMMERVILLE: Yes. 


The Witness: Then we reduced it $1.69, so that there is a total reduction 
of $3.16. 


By Mr. Sommerville: 

. At the time the tax came off I am talking about?—A. Yes. 

Q. That was in November, 1932?—A. Yes. 

@. Up to that time they had been selling for $10.97?—A. Yes. 

Q. Then you reduced it to $9.50?—A. Yes. 

(). That was a reduction of $1.47?—A. Yes. Then we reduced it to $7.81 in 
June, 1933, last year. 

Q. In June, 1933?—A. Yes. 


Mr. Facror: Between those two periods the reduction was less than the 


excise tax. 


The Wirness: That particular brand. But you will find some other brands. 
Mr. Factor: Yes, but I am talking about that brand. 


By Mr. Sommerville: 


@. What other factors entered into the reduction of price in your cut tobacco, 
when you reduced the price; for instance, did you take cigarette papers out of 


the packages?—A. Not altogether, not on all of them by any means. 


Q. Was that done in the majority of cases?—A. No, some of them. 
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Q. The bulk of them?—A. No, 1 would not say that. You take Turret fine 
cut, the reduction from $1.80 to $1.60 had nothing to do with the cigarette papers. 

Q. That was in 1929?—A. 1930. 

Q. Between 1929 and 1930? 

Mr. Facror: A reduction was made from $1.60 to $1.50. 


By Mr. Sommerville: 

Q. What about when it was reduced from $1.60 to $1.50?A. The cigarette 
papers had come out, but the papers were a comparatively small part of the 
cost, very small. 

Q. What other brands did you take the papers out of?—A. We took the 
papers out of all except Wills’ cigarette tobacco. 

Q. All except Wills’ cigarette?—A. The papers are still in Wills’ cigarette 
tobacco. We reduced that also 15 cents a pound, besides. 

Q. Now, will you explain to the committee, Mr. Miller, what the mer- 
chandising policy is?—A. Well, we have got some statement here—I don’t know 
whether it is what Mr. Ilsley wanted. We tried to clear up that point that Mr. 
Ilsley was talking about. I don’t know whether you want to go into that. 

Q. Yes, go ahead?—A. I will try to explain that as near as we can, Mr. 
Ilsley. 

By Mr. Ilsley: 

Q. I wish you would?—A. Take a brand of fine cut tobacco, Old Chum 
for example—or rather, Ogden’s fine cut. The previous price was $1.80 a pound. 
It was reduced to $1.60 a pound; that is 20 cents a pound reduction. 


By Mr. Sommerville: 

Q. In June, 1931?—A. Well, I don’t remember the exact date, but according 
to the statement—that is good enough, yes. 

Mr. Facror: When was it $1.80, 1931? 

Mr. InsuEy: Prior to June, 1931. 

The Witness: Up to June, 1931. It was reduced to $1.60, that is a difference 
of 20 cents. That is equal to 1174 per cent of $1.80. You have got to come to 
some common denominator, I suppose you would say, or one figure, to figure your 
percentage on. I just took that resale price of $1.80. That would be 115 per 
cent. In 1930, we bought leaf for around 31-9, and in 1938 it was 19:8, which is 
12, cents lower. That is 1275 cents against 20 cents reduction to the trade; and 
on a percentage, it is 675 per cent, which was the reduction. 3 


By Mr. Sommerville: 


Q. On what?—A. Figured on the same $1.80. 

Q. That is 60 per cent?—A. No. The only way to figure is on a common 
denominator. You cannot compare percentages if you are not going to work with 
a common denominator. 


By Mr. Ilsley: 
Q. Just go over that again. I got you up to the point of the 675 per cent. 
You have 12,4; cents reduction a pound?—A. Yes. 
Q. What is that?—A. That is figured on the same common denominator of 
$1.80 a pound to the consumer. 
Mr. Facror: No, you have got to figure that 125 cents percentage to arrive 
at an accurate percentage; figure it on 31-9. 


The Witness: Oh no, that is not fair. 


Mr. Lane: All right, Mr. Miller, let him go ahead and then compute your 
90 cents reduction to the consumer on the same 31-9, and you will find your 
reduction to the consumer is about 50 per cent more than the reduction to the 
producer. 
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Mr. Factor: Oh, no. 


By Mr. Sommerville: 

Q. Don’t let us get off on this. The fact of the matter is it was you that 
bought tobacco in 1930 and 19312—A. What do you mean, the Imperial Tobacco 
Company? | 

Q. Yes?—A. We bought some. 

Q. When you sold it, you didn’t sell it at 20 cents a pound less. You sold 
it at -06 cents a pound less. Look at your sheet?—A. Well, if you are going to— 

Mr. Factor: The rest was absorbed by the jobber. 

Mr. SOMMERVILLE: The jobber and retailer had to take less profits. 

The Wirness: Mr. Ilsley’s point was the consumer, I understand. 

My. Instny: Yes. It is hardly fair to do that. He is flooring me now; and 
to switch him off before he does is hardly fair. 

Mr, SomMERVILLE: All right. 

The Wirness: We tried to get your point, Mr. Ilsley. If you are going 
take your percentage, for comparison, you have got to work it to a common 
denominator, take a common denominator, When you want to make a com- 
parison, it has got to be divisible by the same thing or worked on the same thing. 
You can’t compare two entirely different lines of items. 


By Mr. Factor: 

Q. Let me interrupt you; is it not a fact when you want to arrive at a per- 
centage, to say that 20 cents reduction on $1.80 is 11,5 per cent?—A. Yes. 
Q. That is the reduction to the consumer?—A. Yes. 

@. And when it comes to taking the other phase of the thing, the reduction 
on your tobacco, you say it is a reduction of 12; cents from 31:9?-—A. Yes. 

Mr. Iustey: Which was 40 per cent. 

The Wirness: I don’t dispute that 124, cents is 40 per cent of 31-9; but I 
say it has no relation to the price, to the percentage of reduction of the price to 
the consumer. 

Mr. Itsuny: I think there is a lot in what you say, in view of the fact that 
a large number of other factors enter into it, 

The Witness: Yes, all sorts of things, 

Mr. Lane: 6 per cent is not comparable with the 11 per cent. 

Mr. Iusuey: There are so many other factors enter into it. 

The WitTngss: Quite. 

Mr. Facror: Provided there are no reductions in the cost of production in 
the other factors. 

Mr, SomMervitLE: Labour and everything coming down, it would be less. 

Mr. Iustey: That is different. I am not satisfied at all that you pass it on, 
a I think as you say, just giving those two figures does not prove that you 

ave. 

The Witness: I might point this out: it is not, In our own opinion, always 
good business, to take every brand every year, because there is a change in the 
price of tobacco, and reduce the price of all those brands; and the next year 
because the price of tobacco goes up, increase the price of those brands, or change 
them around continually. I mean, it is not practical business, in our opinion, to 
do that. You have got units of different sized packages of tobacco. You must 
generally sell in even nickels, 5, 10, 15, 20 or 25 cents packages. The public 
don’t like 9 cents, 8 cents and 11 cents, odd cents. They don’t like that. 
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By Mr. Sommerville: ; 

Q. Is it fair to infer that the reduction in price of your finished article was 
20 cents a pound?—A. To the consumer. 

Q. Was that attributable to the reduced price at which you bought?—A. 
Yes, that is fair; on the whole; the reduced cost all the way through, including 
the reduced price of tobacco. 

Q. You didn’t reduce the price to the consumer because you bought the 
tobacco cheaper?—A. Well, that was a factor, the price of tobacco, and as I 
say, being able to use more Canadian tobacco. We have had to try to use Cana- 
dian tobacco, increase the amount of Canadian tobacco gradually and we have 
had to try to bring these prices down gradually. 

Q. As a matter of fact, does the price you pay for the raw tobacco have 
much relation to the price you charge for the finished article?—A. Oh yes, it 1s 
bound to. 

Q. To what extent?—A. Well, it is an important factor, an important part 
of the cost of making the article; one of the most important parts, after you take 
off excise tax paid to the government. 

Q. May I put it another way: If you had paid the same price for that 


tobacco that you had paid in previous years, when it was say 12 or 14 cents © 


higher, would you not still have quite a reasonable profit on the finished article? 
__A. There is always a question of what is a reasonable profit. I mean, it is a 
very big subject. 

The CHAmRMAN: There would not be much trouble in discerning it. 

The Wrrness: We would not have reduced prices probably—we would not 
have been in a position to—unless other materials had come down to offset it. 


By Mr. Sommerville: 

Q. I am trying to get your opinion as to whether the cost of tobacco, the 
raw material itself, is one of the prime factors, one of the greatest factors in the 
sales?—A. It is, in the cost, in the selling price of our goods. It is, yes. It is 
bound to be. 


By Mr. Ilsley: 
Q. You say that has some influence on the price you charge the consumer? 
A. Bound to. Yes, it does. 
Q. That is not what I would think would be the case. I would think you 
would charge the consumer what you could get, and pay the producer what you 


can get the tobacco for. I think that is what you do?—A. I am sorry you feel. 


that way about it, sir. We tried to do ali we could to assure you it is not so. 

Q. Nearly everybody does it?—A. Well, in the first place, competition does 
make some difference, one way and another, on the price that we sell for. Cer- 
tainly I think it has something to do with it. 


Mr. Factor: 70 per cent profit. | 
The Wrrness: Well there is still 30, anyhow. 


By Mr. Sommerville: 

Q. Let us get at exactly what the reduction is that you make, the Imperial 
Tobacco Company; the reduction of the jobber in: his lessened profit, and the 
retailer in his lessened profit. Take your list there, Dominion C.C.—what is 
that?—A. Coarse cut and fine cut. 

Q. Coarse and fine cut?—A. That is a new brand. There is just an illustra- 
tion. That is a new brand in a lower priced category than the others. It is at 
a lower price, which is in line with what we will do, gradually giving the con- 
sumer an opportunity to buy at a lower price; and all that affects the average 
price that we got for the goods. 

Q. That was 97 cents a pound you sold for to the jobber?—A. Yes. 
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Q. Then in July, 1938, you increased that to $1.03 a pound to the jobber?— 
‘A. Yes, that is right. — 

Q. Then Ogden’s fine cut and C.P.—what is that?—A. Cut plug; fine cut 
and cut plug. 

Q. In 1929 you sold that at $1.23 a pound?—A. Yes. 

Q. Then in June, 1931, you sold that to the jobber at $1.17 a pound?—A. 
Yes, 

Q. Then in April 1932, you increased it to $1.19 a pound?—A. Yes. 

Q. So that in April, 1932, you were selling it at 4 cents a pound less than in 
1929?—A. 4 cents less than in 1929, yes. 

Q. And 2 cents more than in June, 1931?—A. Yes. 

Q. I think you paid about 40 cents for your 1929 tobacco, didn’t you?—A. I 
don’t remember the price now. 

Q. Well, we won’t stop for that just now.—A. I thought it was less than 
that. 

Q. The next figure here is for Old Chum. You sold it in 1929 at $1.47 a 
pound?—A. Yes. 

Q. Then in April, 1932, you increased it to $1.49 a pound?—A. Yes. 

Q. Then in July of 1933 you reduced it to $1.89 a pound?—A. Yes. 

Q. The next is Old Virginia; you sold it in 1929 at $1.13 a pound?—A. Yes 

Q. In April, 1932, you increased it to $1.15 a pound?—A,., Yes. 

Q. And in February, 1934, you reduced it to $1.05 a pound?—A. Yes. All 
these changes in April, 1932, were due to an increase in sales tax, an upward 
increase in sales tax. 

_ An upward increase in sales tax?—A. Yes. 

. A 2 per cent increase?—A. A 2 per cent increase. 

Then Picobac you sold at $1.13 in 1929?—A. Yes. 

_ And in April, 1932, you sold it at $1.15?—A. Yes. 

And in August, 1933 you sold it at 98 cents?—A. 99 cents practically. 
Then Rex Mixture, in 1929 you sold it at $1.47?—A. Yes. 

And in April, 1932, you sold it at $1.49?—A. Yes. 

And in January, 1934, you sold it at $1.192—A. Yes. 

Sweet Caporal, in 1929 was $2.28?—A. Yes. 

And in January, 1932 it was $1.82?—A. Yes. 

And in April, 1932 it was $1.85?—A. Yes. 

And in September, 1933 it was $1.12?—A. Yes. 

And Turret, in 1929, it was $1.23?—A. Yes. 

. And in 1930 it was $1.17?—A. Yes. 

And in April, 1932 it was $1.19?—A. Yes. 

And in September, 1933 it was $1.12?—A. Yes. 

And Wills Cigarette Tobacco, in 1932 was $1.32?—A. Yes. 

. And in August, 1933 it was $1.34?—A. Yes. 

. Now, that actually indicates the amount of the allowance that you, as a 
manufacturer, have made in the price of these various tobaccos?—A. The 
changes in them, yes. 

Q. Then in addition to that he got less profit?—A. The same percentage 
of profit. 

Q. How could he if you got a reduction all through? The retailer made his 
contribution, and the jobber made his contribution towards a reduced price to 
the consumer?—A. Well, it is directly the same percentage of profit. If the 
price goes up he gets the same percentage; he gets a bigger profit. 


By Mr. Young: 


Q. Are all those brands made of Canadian tobacco?—A. No, sir. . 
Q. A percentage of imported is included in these brands?—A. Varying per- 
centages. 


DLOLLOOOLLLOOHOOLLOOO 
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The CxHarrMan: I do not think the witness should be asked to disclose those 
percentages. 


By Mr. Young: 

Q. In order to know whether you pass the reduction on we should know how 
much Canadian tobacco you use?—A. Dominion Fine Cut has got 100 per cent; 
Rose Bud has got 100 per cent, and Picobac has got 100 per cent. We have 
spent, I think, $400,000 on Picobac trying to develop it as a particular Cana- 
dian product. 


By Mr. Factor: 

Q. What about the price paid for American tobacco in the years 1931 and 
322A. We bought very little American tobacco in recent years because of the 
increasing usings of Canadian tobacco, and a good big stock of imported tobacco _ 
brought about by reduced using and reduced business. The whole volume 
of business in Canada has been less. 

Q. Then in 1931 it was 8-5, and in 1932, 11-3?—A. Those are not our 
prices. That has no bearing on our prices at all. I have not really tried to 
look into what it was, but we have purchased very little imported tobaccos 
in the last few years. 


By Mr. Senn: 

Q. Mr. Miller, apropos of the question I was asking a little while ago, I can 
readily understand that the price paid for Canadian tobacco may have a bearing 
on the retail price of the fancy article, but does it have the same bearing with 
respect to cigarettes?—A. Yes, sir. Well, of course, cigarettes are not as 
easily adjusted. 

Q. I think you made the statement a few days ago that it was impossible 
to pass the lowered cost of the raw product on to the consumer?—A. The small 
difference, Mr. Senn. 

Q. Well then, in fact I suppose one may infer that the cost of the raw 
material has very little effect upon the price of cigarettes to the consumer; is not 
that a fair assumption?—A. Well, you see it has relatively lesser effect because 
you have got a very heavy excise tax on cigarettes. 

Q. But leaving aside the excise tax altogether?—A. It is bound to be 
taken into consideration in arriving at the price you sell to the consumer. 

Q. You said you could not reflect it in the price because there was only a 
cent or a cent and a half in a package of 20 cigarettes?—-A. That is not right; 
I do not think that can be right. 


By Mr. Sommerville: 
Q. Professor Leitch said he would be glad to get 13 cents for the amount 
of cigarette tobacco in a package of Turrets—20 cigarettes?—A. We are used 
to figuring in thousands rather than a unit package. 


By Mr. Senn: 

Q. As a matter of fact, you say it is difficult to reflect it in the price to the 
consumer?—A. It is very difficult to reflect the small difference in the price of 
tobacco in the price of a package of cigarettes. They are generally sold in 
packages of five, ten, fifteen and twenty, and sold at prices of five, ten, fifteen 
and twenty-five cents. Well, it is very difficult to make any small change, 
that is, in the cost of the raw material. 


By Mr. Senn: 
Q. Well then, I would like to ask a further question. A difference of 10 
cents a pound in the raw material entering into cigarette manufacture would 


make very little difference to your profits in cigarettes?—A. Profits in cigar- 
ettes? 
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Q. Yes?—A. 30 cents a pound to the farmer? 

Q. 10 cents, a difference of 10 cents?—A. 10 cents a pound to the farmer, 
you must remember is probably equal to—there is a 10 per cent shrinkage, and 
handling and rehandling charges; it would probably make a difference of 13 or 
14 cents a pound to us before we could get the tobacco in hand. Say that it is 
3 pounds to the thousand, that is 39 cents or 40 cents a thousand cigarettes. 
Well, that is a big profit. You take 40 cents per thousand cigarettes on a pro- 
duction of four billion per year that figures at $1,600,000, so at 10 cents a 
pound it does make a big difference. 

Q. Even if that were reduced from your actual profits, do you not think 
you would have a reasonable profit left?—-A. Of course, that is another question. 


By Mr. Sommerville: 

Q. Did you have another statement for me, Mr. Miller?—A. Yes, sir, a 
statement showing quantities and grades of Canadian grown leaf used during the 
twelve months ended 31st March, Canadian Virginia, and also a statement show- 
ing quantities and grades of Canadian Burley used during the twelve months 
ended 31st March. And I believe some mention was made of that being done 
by crop years. It was also said that if we did not have it then not to bother 
with it. Well, we did not have it, and it was a very laborious job to get it, but 
I hope that will answer your purpose. 

Q. Then this represents?—A. The usings each year of all the years’ crops 
that happened to have been used. 


By the Chairman: 


Q. Take what you use in a given year, some of it may be the previous 
year’s crop, some of it may be two years and some three years?—A. Some of it. 


By Mr. Sommerville: 

Q. In other words your total usings for 1934 amounted to 8,158,449 pounds? 
—A. Yes. 

Q. Is that correct, of Canadian flue-cured tobacco?—A. Yes. 

Q. And your total usings of Burley for 1934 was 6,243,386 pounds?—A. 
Yes, sir. 

The CHairMAN: That is for the year ended what date? 

Mr. SOMMERVILLE: That is the year ended 31st March, 1934. 


By Mr. Young: 


Q. Can you give us the imported tobacco you used in the same period?—A. 
We wili make a note of it and se if we can get that for you. 
Q. The total is all I want?—A. A. We will be glad to give it to you sir. 


By Mr. Sommerville: 
Q. In other words you used last year 14,391,000 pounds odd of flue-cured 
tobacco?—A. The two together, yes. Answering your question, Mr. Young, we 
used roughly about 7,000,000 pounds. 


By Mr. Young: 
Q. That would mean then about 40 to 50 per cent of the tobacco you put 
out is imported?—A. The flue-cured. 
Q. And the balance is Canadian leaf?—A. Roughly that. Does that 
answer your question. 
Mr. Youne: Yes, thank you very much. 


By Mr. Sommerville: 


@. And does this include the use by your subsidiary companies, Mr. 
Miller?—A. Yes it does, Mr. Sommerville. 
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Q. For both these kinds of leaf?—A. Yes. 
The CHAIRMAN: Those statements will go in the evidence. 


IMPERIAL TOBACCO COMPANY OF CANADA LIMITED 


STATEMENT SHOWING QUANTITIES AND GRADES OF CANADIAN Grown Lear Usep DvuRING THE TWELVE 
Montus ENpED 31st Marcu 


TED eres ue pee Ah UU ON a ee eee 


Canadian Virginia 1980 1931 1932 1933 1934 
shop) eer eh eee Joie ee pie ee Se ee 
pa. GODS AAR Wale ated pacha nhc. pant es, Beatie My ete ot We Gott Roo MR by 5 Sic 11 35, 984 
CV EA Se OA ee a ecuste iw ote totione steers 1,286, 789 1,191,819 1,372, 2238 1,406, 097 1,142,650 
CON Bad oh Sa, He aaah ae is de eae od Ages ol Male ee ae 967 6,940 159, 834 
GVO bs. & sn kw dca Cee tate o hae > a TO’ ACP tera pet hie ate oe 875 375, 124 1,548,038 
Bi ©) ae nae Sage cg Ee Loy Pape 95) (EAP RAS Se AT ira bias ak ete aide Gat tlre is, 2,730 
CVD CR et PRUE SAN ANTS, Abo ercbaung stata Ves 706, 522 1,345, 685 1,169, 427 1,200, 188 1, 226, 585 
ON Spb Fee en ek et te a re ae 1,451,605 1,737,208 1,940, 488 2,148, 884 2,606, 040 
COV SE Se EN, ages Se tea de Beha alls 9, debe Se Pes tee SiRele lees, Solas aie: Biaiiraes | ie ce een 2,634 
CONSE oF CTE SU clears eae ake eae ee 763,008 755,791 758,990 1,044,479 638, 448 
GOVISD.. Seen ees |. tak Be BL tS, Ra ees 371,731 371, 032 869, 497 372,861 583, 989 
COON Gisele oe ot ee eh coerce oie neielons 11,491 68 , 230 90,181 93,128 114, 4938 
GCN Tee ET AE ee aber s arene Ose 151, 452 110,389 88, 502 1D he 185,295 
OVP. 8. hae shih dak RL Eee « PU Bee hE aaa cre ae 21,570 18,814 16, 784 
CONIC re oak meat sae ett eotencaramearte oe av se Feviel ccs, oy" 40,969 TBS GOO orc nese» mccasverten Kei oft cnege's dae hee acceso 

TRO LAUNE eet eres mae 4,783,5672] 5,719,058) 6,312,720 6,750,098 8,158, 449 


18ix months only for Tucketts. 
2Tuckett not included. 


IMPERIAL TOBACCO COMPANY OF CANADA LIMITED 


STATEMENT SHOWING QUANTITIES AND GRADES OF CANADIAN Grown LeaF Usep DuRING THE TWELVE 
Montus ENpEpD 81st Marcu 


Canadian Burley 1930 1931 1982 1933 1934 
Ng pe EO | 
CS Bite as A rateicae Gime Seeger Dees Blt eee 172,925 193,892 205, 258 349, 620 550,709 
Eee aan ie Matas ORG cae ad trg ian ge erre ey Se | ose a pepe eee 14,720 110,548 250,345 
DLS. Saco Bo MOREE EY Sots OER asl seunese 1,024,250 | 2,083,163 | 1,266,050 927,961 895, 748 
DEG R a eec ative Aas athe & red wos. Reale a 1,381,429 | 1,837,046 | 1,029,853 885, 821 893, 736 
Urs needs Oe obec oe Ria y Mars ah heen 728,049 | 1,005,168 | 1,100,661 | 1,871,188 848,101 
ET ee ahi Saath vies ho an ge ane ale eel ke Shea 1,436,948 | 1,512,829 | 1,555,391 | 1,508,597 980,913 
Br AUIS BEER: BGS. M0 apaAis. £F 534, 098 675,355 696,316 752, 287 737 , 023 
Blacher in:5 a eins ae Bs, ee eta ae bees 1,149,328 | 1,071,382 | 1,258,275 999, 500 498, 144 
Ba Rid oHeROe ONG hire CVO Lect Tp MET: gay Auneins a rcaimedl| BOR RPN. at rt ie IRN a ara rs Vga SP 64, 658 460,839 
Ce Ne Se EE OIE ht acral cece ahs Pere ae ee ee 8,360 41,422 
ph Pad, Leeann Seer oes eae epee pe eM OR: | ere care ates nee Benet 109,174 LIS AT oles wap ctu 
PUGT ELD he Pinte) occ ele ota vied pie aitias mela we aig ara 15,242 14,069 122,919 96, 420 22,056 
Chebes SHAT. 4's... ea ecwigls whale ee Eee Fe fh late arels ove Ves 3, 047 29,833 37,422 51,484 
Dark (Fired Scrap lve MG ee Wades eh. SES 2: 14, 109 39,758 22,923 12,916 
BE gcc + belle wel a vem iioler oe ars cg: Q SSGAl i; <aduae '< and bbibgeot » prtapd> ceed (ee ote alee ere 
OEE crease Gove wake ater eraua age Pome siaseieah = 126, TSO Vases a ete oe be pe ae tig ed = fg aks go pee ee ee 

DORAL apis iat Sac ioninake wen erene 6,577,7942| 7,859,555 7,428,208 | 7,248,771 6,243,386 


1Six months only of Tucketts. 
2Tucketts not included. 


The Wirness: Then you asked for a statement on the cost of purchasing 
B. Houde Company stock. 


By Mr. Sommerville: 
Q. Oh yes, on the cost of purchasing the B. Houde stock, the consideration 


given for the shares you got from the American Tobacco Company?—A. The 
American Tobacco Company bought from Messrs. J. A. and J. E. Dusseault in 
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March, 1903, and paid cash $137,155.52 for 4,000 shares; and they sold two 
small lots to sundry individuals including M. B. Davis, and got cash for them; 
and then it purchased further stock from Messrs. Dusseault which left them with 
3,650, shares or an investment of $123,438.02. Well then, that was taken over by 
the Imperial Tobacco Company Limited, and at that time they had a surplus 
in the B. Houde business, and there were apparently preference shares, you 
see, amounting to a total of $165,406.94, which represented tangible assets in the 
business at that time, and the difference was ordinary shares for trade marks, 
goodwill, and so forth. 

Q. That it to say, when the Imperial Tobacco Company took over the 
Houde shares in 1908 they issued $143,065.23 of preferred shares?—A. Yes. 

Q. And that was for the investment of $123,438.02?—A. Well, not exactly 
that. Yes that is right, with assets behind that. 

Q. And in addition, the Imperial Tobacco Company gave ordinary shares 
to the value of $160,680.19?—A. Yes. 

Q. And then subsequently obtained further shares from the individuals?— 
A. Yes. 

Q. And altogether gave preference in common shares for each of these?— 
A. Yes. 

Q. And they gave altogether in preference shares $165,406.94 for their 
entire holdings?—A. Yes. 

Q. And that was the price apparently at which they bought plus $185,772.48 
in ordinary shares?—A. Par value. 

Q. Par value, yes——A. Ordinary shares? 

Q. Yes, and that represented a total value, including common and preferred 
in the end of $314,678.137—A. Yes. 

Q. And then when the Imperial of 1908 sold to the Imperial of 1912, the 
new company, the present company, they acquired 4,352 shares?—A. Yes, they 
acquired 4,250 shares. 

Q. 4,250 shares for which they paid $314,678.13?—A. Yes. 

Q. In cash, or was that in shares?—A. Exchange of shares and part of the 
assets. 

Q. Do you remember whether that was common or preferred?—A. It would 
be some of both. It would be in relation to the assets of the 1908 company. 

Q. And then it acquired further shares; the new company acquired further 
shares?—A. Yes. 

Q. And the total cost of your present holdings of 4,352 share was $324,758.- 
137—A. That is’ right, ‘sir. 

Q. That is the present cost?—A. Yes. 
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SHARES IN THE B. HOUDE CO.—DATE AND MANNER OF ACQUISITION 


CONSIDERATION GIVEN FOR SHARES 


—— Date of Shares | Preference | Ordinary Cash Total 
Acquisition | Acquired Shares Shares 


a | ES | | | | 


American Tobacco Co. of 


Can. Ltd — 

From: J. A.and J. E. Dus- 
BOATEG se ee Mucston fats March, 1903 ry 0 ee See We me ee 1373155; 52s |= CEA ee 
To: Sundry individuals} April, 1903 GN Ds ae oc hak bie eo ee 15,4900 eles sce wee ee 
M. Davise::\.%. April, 1903 SOOM PAT. tio. Paes Race ee 10,287 00 -]+--4a4 eee 

From: J. A. andJ. E. Dus- 
SAUL. SEE <s.a5 » Oct. 1903 BQO cate sh La Pele gerne 12, 000! 00°14... eee 
3650 (acs SIRE BLISS. Saree! 123,488 02 123,488 02 


| | | |S 


Imperial ‘lobacco Co. of 
Can. Ltd. (1908)— 
From: A.1. Co. of Can. 


fies beri bw aS taut July, 1908 3,650 | 143,065 247 T60, 68019 [occ os... ans oe 303,745 43 
Br Am. Tobacco 
CO. ae ies teks ee July, 1908 270 | 10,582 91 ERE OT2t dae BS bes 22,468 63 
MB. Davisi.... 3 July, 1908 300) “TIgVaeigO"| LeiZOGs1 Wet pasate 24,965 36 
E. I. Waagen...... Sept., 1908 SO). aoe So ee eee 2,496 58 2,496 58 
Adjustment of in- 
ViESUINCM tia seceia- Oet.:° LOLO. |. see ee | Se, SE ol ttc ee eee 88,997 82 88,997 82 


| es | 


| | | | 


Imperial Tobacco Co. of 
Can. Ltd. (1912)— 
From:1I.T. Co. of Can. 


itd. (EOUS) <2. June, 1912 4,250 | As per Agreement Sale of Business 314,678 18 
J. A. Dusseault: ...| Aug., 1912 12: |. 5 eRe eee eee 1,080 00 1,080 00 
Mrs. B. A. Orchard Jan., 1919 SOalsc fale lh ede bens 8,000 00 8,000 00 
Miss Helen Lewis.| July, 1982 (5 BS Me Aaa Roe ah 6,000 00 6,000 00 

A, OOO! 2 cats. hal auciakees | sate Veao an 10,080 00 | 324,758 18 


The Wirness: Then you asked for a statement showing the spread from 
the consumer’s cost—the amount to the government, the amount to the dealers, 
and the amount to the manufacturers, Canada and the United States. 


By Mr. Sommerville: 

Q. This is a comparison of a popular package sale, showing the distribu- 
tion to government, dealers and manufacturers between Canada and the United 
States?—A. Yes. 

Q. And you are referring to 20 cigarettes for 20 cents as the standard sales 
value in Canada?—-A. Yes. 

And per 1,000 cigarettes the consumer’s cost is $10?—-A. That is right. 
The government, in excise tax gets $4.—A. Yes. 

. And the government duty on imported leaf is 90 cents?—-A. Yes. 

And sales tax 44 cents?—-A. Yes. 

. So that the government gets a total of $5.34, or 53-4 per cent?—A. 
Yes. 
The dealers get $2.19?—A. Yes. 

Or 21-9 per cent?—A. Yes. 

And the manufacturers get $2.47?—A. Yes. 
Or 24-7 per cent?—A. Yes. 

These are the proportions?—A. Yes. 


By Mr. Factor: 
You do not show what the retailer gets. 


QOLOOH OOHOLOO 


© 


By Mr. Sommerville: 
Q. That is jobber and retailer together?—A. Yes. 


i 
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By Mr. Factor: 
Q. You have not split them up. When a dealer buys from a jobber, can 
you tell me what percentage he gets?—A. The jobber operates generally on 
10 per cent. I have not got the basis here, we would have to figure it out. 


By Mr. Senn: 
Q. You have not divided the $2.40 between the producer, and labour and 
other costs?—A. No, I have not. I understood this was a comparison with the 
United States. 


By Mr. Factor: 

Q. I am informed that the retailer gets 2 cents a package on cigarettes? 
Can you confirm that, on a 20 cent package—A. It is about 3 cents on a 20 
cent package. 

Q. Closer to 8 cents?—A. Yes, sir. 

Q. I have several letters in which they say they only get 2 cents on a 
package of cigarettes, on a 20 cent package—A. A 20 cent package? 

Q. Yes—A. I don’t know how it could be. 


By Mr. Sommerville: 

Q. Now then, Mr. Miller, the manufacturer gets $2.47?—A. Yes. 

Q. For a thousand cigarettes?—A. Yes. 

Q. That is correct is it?—A. Yes, sir. 

Q. And that is for 3 pounds of tobacco?—A. Yes, sir. 

Q. In terms of tobacco that would be approximately 82 cents a pound?— 
A. Yes. 

Q. Then, of course, that includes all manufacturing costs of every nature 
that enters into it?—A. Yes, and advertising, and selling. 

Q. But the spread is reflected in what you have given me ?—A. Yes. 

Q. Between what is paid the producer and the ultimate price at which 
you sell it, 824 cents or 824 cents?—A. Well, the dealer and manufacturing 
costs. 

Q. All the costs entering into it?—A. Very good, come out of the $2.47, 
yes. 
Q. And if tobacco is sold at 20 cents a pound, 3 pounds 60 cents, that leaves 
a margin of 67 cents for the manufacturer—A. I don’t think you are right. 

Q. $2.47 is 82 cents a pound, for 3 pounds of tobacco?—. Yes. 

Q. And if you are paying 20 cents for your tobacco that leaves 62 cents?— 
A. A pound? 

Q. Yes, a pound—A. Yes. 

Q. Yes, for your manufacturing costs?—A. Yes. 


By Mr. Young: 
Q. Providing it is all Canadian tobacco?—A. Yes, quite. 


By Mr. Factor: 

Q. Can you tell me how much of the $2.47 will go into labour in those 
thousand cigarettes?—A. We have not got that, sir. Cigarettes are made by 
machinery, you know, and they are packed by machinery. 

Q. I quite appreciate that. 


By Mr. Sommerville: 
Q. But there is a profit?—A. Oh yes, but I do not know offhand how much 
it is. | | 
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By Mr. Factor: 
Q. Do you think you can get that information without any trouble?—A. 
Yes. 
Mr. SomMMERVILLE: What you want is a breakdown of that item of $2.47? 
Mr. Factor: Yes. 
The Witness: In the United States the manufacturers’ figure is $2.26 
against our figure of $2.47. 


By Mr. Sommerville: 


Q. Yes—A. And following that out, 15 cents for leaf would leave 60 cents 
for the manufacturer in the United States against 62 cents here, or your basis 
of calculation. 

Q. Yes, so that in the United States as against the government getting 
$5.34 here the government gets $3.12 over there?—A. Yes. 

Q. And as against the dealer getting $2.19 here the dealer over there gets 
87 cents on the two for a quarter packages?—A. That is right. 

Q. And in the United States the government gets $2.26?—A. Yes, for 
either the 124 cent package or the 15 cent package. I have talked with some 
of our people. You were talking about the percentages of the purchases in the 
United States. The percentage in the United States, I understand, is at 124 
cents, or under, perhaps. 

Q. Then this $2.47 that the government gets will depend upon the amount 
of Canadian tobacco that is used?—A. Yes. 

Q. So do I take it that this $2.47 that is referred to is on a popular priced 
cigarette that uses most of the American tobaccos?—A. Yes, it is worked out 
on_75 per cent of imported tobacco and 25 per cent of Canadian tobacco. 

Q. Yes, but if you worked it on a 50-50 basis then there would be more 
to the government?—A. Yes. 

Q. And in those cigarettes in which you have more than 50 per cent, of 
course, it would be substantially increased again?—A. Yes, proportionately, 
of course, in that proportion that is used, but remember that as against that 
the price of Canadian tobacco is certainly higher than the price of American 
tobacco. 

) 2-Oh, yes. 


IMPERIAL TOBACCO COMPANY OF CANADA LIMITED 
CIGARETTES—CANADA AND U.S.A. 


PorpuLtaR PACKAGE SALE—SHOWING DisTRIbUTION TO GOVERNMENT, DEALERS, AND MANUFACTURERS 


| 
Canada United States of America 


20 cigarettes for 20c. | 20 cigarettes for 125c.| 20 cigarettes for l5c. 
Per 1,000 cigarettes Standard Sales Value | Average Sales Value | Maximum Sales Value 


Amount | Percentage | Amount | Percentage | Amount | Percentage 


$ cts $ cts $ cts 

Gonsumers ‘Coste! i. ce aoa. 10 00 100-0000 6 25 100-0000 7 50 100-0000 
Government 

Excise Stamp Duty........... 400 Gk... cr bipaes SOOT L. Faces aie 3:00 burch ade de 

Duty on Imported Leaf....... OOO Te cat eae LD op be 'e teeae S OLS aereee Cee 

Sales) Pax. nectar sco mete Oars Be es RE RS aia ae Sees cee etree eee 

5 34 53-4000 Sale 49-9200 2.12 41-6000 

Dealers .<y Soe aot eres 2 19 21-9000 0 87 13-9200 Ds MW: 28 -2667 

Manufacturers\ tie avd siee.acres oreo 2 47 24-7000 226 36-1600 2 26 380-1383 


10 00 100-0000 6 25 100-0000 7 50 100-0000 
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By Mr. Sommerville: 


Q. Will you be good enough to describe to the committee your sales policy, 
your sales system, and your program of dealing with jobbers and retailers in 
the Imperial Tobacco Company here?—A. Well, Mr. Spafford, our vice-president 
in charge of our sales and advertising is here, and he is much more intimately 
familiar with the details of that, and I will be glad if you will let him speak. 


By Mr. Young: 


Q. Before Mr. Miller leaves the stand, I would like to know whether 
in buying tobacco here from our Canadian growers you pay the same price 
as is paid in other countries for the same kind of tobacco?—A. We pay a higher 
price, sir. 

Q. Can you give us the relative prices of flue-cured tobacco in the principle 
producing countries?—A. Oh, I thought you were referring to the United States. 
I do not know that we have got a very intimate knowledge of comparable 
qualities and prices in other parts of the world, sir. 

Q. We got the American prices, and I would like it for other countries 
as well.—A. The only other price we have is the price in England of Empire 
Leaf, on page 13. That is the only information we have got, and then, of 
course, it is a question of comparable quality. 


By Mr. Sommerville: 
Q. And then, Mr. Miller, it is a question as to whether or not these are 
flue-cured leafs?—A. Yes quite, absolutely. 
Q. So that the only comparable figure you have is the United States figure? 
—A. Yes. 
Q. Because there you are comparing Virginia flue-cured with the similar 
product in Canada?—A. Yes. 


By Mr. Young: 

Q. Then can you give us comparable retail prices of this tobacco when 
it is manufactured in the various countries?—-A. Well, that again depends upon 
the excise in the various countries, which is always pretty high in every country. 

Q. You can make allowance for that though.—A. I do not know how we 
could work it out. We could, of course, make an attempt at it, but we are 
not familiar with all the various prices. 

The CuarrMan: Not only excise but various other duties. The taxes take 
different forms, and it would be quite a task, I admit; it would be rather diff- 
cult for them to give you that, Mr. Young. 

The Wirness: And then the question of formula comes in, the type of 
tobacco used. It may be Havana tobacco or any sort of tobacco. That is a 
very difficult question. 


By Mr. Young: 
Q. Do you pay 40 cents a pound?—A. For all flue-cured and Burley? 
Q. Yes, all tobacco. What is the total duty you pay in a year?—A. Well, 
on a seven million pounds using it would be about $2,700,000. 
Q. That is on your flue-cured only?—A. Yes, that is true. 


By Mr. Sommerville: 
Q. About fourteen million pounds using?—A. Imported, all told. 
Q. No, your usings, and you only pay on your imported as you use it ?— 
A. Yes. It would be about probably three and a half million dollars. 
Q. Wait a minute, you only pay on your usings of imported leaf RresAtaYes, 
sir. Well. withdrawals. 
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@. And you have withdrawn about seven million pounds?—A. Yes, but 
then that is flue-cured. You see, there are a lot of other types of tobacco that 
are imported. $2,800,000 is the figure here for the year ended March 31, 1934. 


Mr. SomMerviItLE: Mr. Young, you have that from all the manufacturers 
set out in that schedule that was filed at the very outset of the tobacco inquiry. 


By Mr. Young: 


Q. And then have you got the excise you pay?—A. Excise stamps on 
manufactured tobacco and cigarettes? 

Q. Yes?—A. $17,200,000. 

Q. That is only stamps. Do you pay it any other way?—A. The total 
tax here is about $24,290,000. 


By Mr. Factor: 
Q. Is that for one year?—A. One year, 1934, $24,290,000. 


By Mr. Young: . 
@. That is apart from the duties?—A. No, that is including all tax— 


Mr. Factor: Paying out so much money, what would you think of the idea 
of the government taking over the tobacco industry as in France and Italy, or is 
that a matter so preposterous as to be laughed at? 


By Mr. Senn: 


Q. May I ask you one question before you leave. This matter of over 
production, it seems to me, is one of the most serious aspects of the whole situa- 
tion?’—A. You are right, sir. 

@. And there must be one way or, at least, two ways of overcoming it: one 
is to curtail production and the other is to increase our export trade?—A. Yes. 

Q. Have you any suggestion to offer to the committee as to how our export 
trade particularly with Great Britain, in view of the preference we have, can be 
increased?—A. Well, the only way I know of is to try—we know is to try to get 
other manufacturers as a whole actually interested in Canadian flue cured 
tobacco, and I might say that we have planned that Mr. Buell and probably 
Mr. Townsend, who is an Englishman and has been in England a lot and knows 
a lot of those manufacturers over there, to go over to England this summer with 
the idea of doing our best to sell the Imperial Tobacco Company of Great 
Britain the idea of using Canadian flue cured tobacco, and, in addition to that 
if the Canadian Trade Commissioner wishes us to be free to go and interview 
other manufacturers, to try and help them—we have genuinely the welfare of 
the farmers at heart, irrespective of the criticism—we think we have. We 
certainly want to try to do that. We are perfectly willing to do that. If we 
cannot—perhaps it has been a question of whether we could sell the British: 
Imperial Tobacco company or any of these people any leaf. I do not know 
whether we will have to get permission to do it. That is our idea. We believe 
we can ‘help. The producers here think we can help. And we told the Ontario 
Department of Agriculture that some little time ago, and we intend to do it. 
If it had not been for this investigation, Mr. Buell would have been on the water 
now, over to England, among other things—that wasn’t the whole object of his 
trip. He was going over to the manufacturers in Holland—cigar tobaccos— 
and that is one way, and we hope we can do something. 

Q. One witness to-day, Mr. Miller, said that the production of flue cured 
tobacco might be increased to probably 50,000,000 pounds. In that case a 
considerable portion of it would have to be exported?—A. Yes, sir. 

@. Would there be anything detrimental to the interests of your company 
if that export did take place?—A. It would be to our advantage, sir; we would 
be pleased to see an export of flue cured tobacco. It brings money into Canada; 
it helps the farmer; and helping the farmer and helping Canada helps us. We 
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are going to try to encourage the use of flue cured tobacco in England, and we 
are going to make a proper effort to do so. I hope we may meet with success. 
We are certainly going to try. 

Q. I wanted to state those two points, because it seems to me they represent 
the whole crux of the situation?—A. I think you are quite right, sir, and limiting 
the production; if they will only reduce their growing to a reasonable figure. 

Q. I do not like that idea of curtailment if it is possible to accomplish this 
in any other way?—A. I quite agree, sir. We do not either; but there is no good 
of their producing the tobacco if there is not a market for it, is there? 


By the Chawman: 


Q. I should like to ask you this question. I have it here somewhere, but 
you probably have the details in your mind. What quantity of this flue cured 
tobacco is imported into Great Britain, apart from Canadian? 


Mr. SOMMERVILLE: 197,000,000 pounds. 


By the Chairman: 


Q. From the United States. Is it something like 180,000,000 pounds?—A. 
I think you mentioned that the other day. I am sorry I did not think to check 
that. 

Q. Anyway, it is a very large amount?—A. Yes, sir. 

Q. And the amount we have in excess for export is so comparatively small 
that it strikes me that there should be no difficulty for these three great corpora- 
tions, the Imperial of Great Britain, the British America and the Imperial of 
Canada, in co-operation easily providing for that absorption?—A. Exactly what 

we have been trying to arrange. We have talked about it—I hate to mention 
whom we talked to about it because you might criticize—to our British Amer- 
ican directors; we have talked about it to them, and if they would talk about it 
over there— 

Q. Can we be assured of this in a very definite way that there is no 
prejudice on the part either of the British American, or the Imperial of Great 
Britain against the development of this export of Canadian flue-cured tobacco 
to Great Britain?—A. I do not think I could answer at the moment; certainly 
not on the part of the British America Tobacco Company, I can speak for 
them, Mr. Stevens. I do not know of any real prejudice. They have taken 
some of it. They are very conservative, Mr. Stevens. I am talking— 

Q. Here is a situation which is impressed upon my mind: your consump- 
tion here annually of Canadian tobacco is about 14,000,000 pounds?—A. Yes. 

Q. You have expressed some alarm at the accumulated surplus, but you 
said your surplus is now about 24,000,000 pounds?—A. Our total stock. 

Q. Inasmuch as your stock is made up of two or three year’s production 
it does not seem that it is much out of line with your normal requirements? 
—A. It is a little on the large side. 

Q. A little?—A. Probably four or five million pounds. It is not serious. 
We, however, have increased business. 

: Q. Having in mind that it is not a perishable article— —A. It is quite all 
right. We are not worried about it. 

Q. What I am getting at is that it does not really present a serious prob- 
lem insofar as the production of Canadian tobacco is concerned, because you 
have rather over-emphasized the reduction of Canadian production. 

Mr. Youna: Is there not a lot in the farmers’ hands? 

The Witness: Oh, 10,000,000 pounds, and there is another big crop com- 
ing on. 

By the Chairman: 

Q. I am speaking of Mr. Miller’s own statement regarding their require- 

ments and their surplus, and I am putting it to him now, that there is not any 
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real alarming surplus?—A. Well, if they can move those 10,000,000 pounds 
that are on the market our surplus is not worrying us because we hope to 
increase the users of our flue-cured tobacco, and that whereas at the moment 
it is more than we would normally wish, there is nothing to be worried about. 
We think it will work out as far as we are concerned all right. In other words, 
we can go into the market next year, certainly on a basis of buying annual 
usings of this year—-a year’s usings. 

Q. In addition to what you will have there is something like 10,000,000 
pounds on hand in Canada?—A. Yes, sir. 

Q. And you still have about six months or more before the new crop 
comes on. 

Mr. SOMMERVILLE: That is, 4,000,000 more pounds will be used? 


The WITNESS: Yes, approximately. 


By the Chairman: 


Q. So that with Great Britain importing around 175,000,000 pounds, we 
will say roughly of American flue-cured tobacco and 10,000,000 pounds in the 
hands of our farmers that does not constitute a serious problem, does it?—A. If 
the manufacturer, Mr. Stevens, wants to use this tobacco; but up to now my 
opinion is—the best we have been able to get—that some of the big manu- 
facturers are not enthusiastic about increasing their usings. We are going to 
try to persuade them. 

Q. Due substantially to a natural reluctance to change sources of supply? 
—A. Yes, that is it. 

Q. And quite naturally; but we have the three big companies again. Now, 
we cannot escape this that the British American and the Imperial of Great 
Britain and the Canadian Imperial are closely allied?—A. All right, sir. 

Q. I have no complaint about that. I am not criticizing. Now, they are 
the big users?—A. Yes. 

Q. They are the big handlers of our tobacco?—A. Yes. 

Q. I submit again that it does not constitute a problem which would 
warrant us in saying to the growers in Canada that the situation is alarming. 
That is the point I wish to put to you and, if possible, get that admission to 
those questions?—A. Well, if they would reduce their crop as they have indi- 
cated—that is cut it by 25 per cent—and judging by our conversation with 
Mr. Leitch and others as to their prospects of selling these tobaccos, and having 
heard at least one statement of stock on hand of other manufacturers here—it, 
perhaps, does not, Mr. Stevens. I would like to give it consideration. Offhand 
I do not think it is anything very alarming if they will reduce their crop. The 
price has been a big factor. 

Q. I know, but you have a 49 cent preference?—A. Yes. 

Q. Within 49 cents there is a wide range of manipulation—shall I say of 
variation in 10 cents a pound extra to the grower in Canada. In any case, I 
take it from what you yourself have volunteered that you will earnestly co- 
operate in the endeavour to enlarge this market and solve the problem?— 
A. If you do not wish us—or will permit us, we will be glad to do it. 

Q. I might say that as far as the department of Trade and Commerce is 
concerned and its agencies they are always at the service of the trade?— 
A. Wess sin 

Q. Of all branches?—A. Yes, sir. 


By Mr. Sommerville: 
Q@. Of course, there has been quite an extensive increase in the export to 
Great Britain from 1930 of 4,000,000 pounds to 14,000,000 pounds in 1933?— 
A. I think it has dropped off, and they have stocks on hand. Another thing, 
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Mr. Stevens, is in our opinion that although there is a difference between 
Canadian flue-cured tobacco and Rhodesian tobacco and Nyassaland tobacco— 
and we will admit that Canadian flue-cured tobacco may be better for the 
sake of argument, and I am impressed with this from the little I have seen— 
although I am not an expert I think it is—however, they have got to meet these 
prices somewhere. It may not be exact; it may be that you can get a little 
more money for the Canadian flue-cured, but we have always got these other 
tobaccos which have got that same preference which you refer to, which means 
it is going to hold down to a price all Canadian tobacco somewhat. It may 
not be. Maybe we can always get a higher price for Canadian flue-cured on 
the English market than these others, but these factors certainly have to be 
considered. 


By Mr. Senn: 


Q. I understand you to say that our tobaccos in the Old Country enter into 
competition with Empire tobacco rather than with United States tobacco?— 
A. Well, they come in competition with Empire, or, to put it the other way, 
probably the Empire tobaccos compete with Canadian tobacco, if you will. 
They sell a little bit under. 

Q. I understand that our tobacco in grading quality compares more closely 
with United States tobacco than that of other Empire tobaccos. Is that true? 
—A. That is my own opinion. Some people feel that way about it, I think. 
and some people will tell you no. 

Q. You have the impression quite definitely?—-A. I, personally think that 
Canadian tobacco is better than most—certainly most of those I have seen, but 
I have not seen very much of it. Mr. Buell will be able to enlighten you on 
that. 

By the Charman: 

Q. We have evidence here from reliable sources that our tobacco does more 
closely resemble the Virginian than the South African tobacco; but what Mr. 
Miller is emphasizing now is that no matter what you may say about that 
there is still the competition within the Empire in Empire products?—A. That 
is it, yes. 


By Mr. Kennedy (Peace River): 


Q. Last Thursday there was a witness before this committee who sug- 
gested that the Imperial Tobacco or one of it subsidiary companies had received 
advance information regarding proposed duties in sales tax or excise tax. 
What have you to say about that?—A. We did not get any advanced informa- 
tion about anything like that. 

Q. The other suggestion was that you had been asked to contribute to cer- 
tain campaign funds?—A. I have no knowledge of any contribution to campaign 
funds since I have been head. 

Q. You say your company has not contributed?—A. I will say since I have 
been in charge of it and its executive we have not, and any particulars, I will 
be glad to get them. As far as I know we will be glad to get any particulars 
on it. I have no persona! knowledge of the situation at all. 


Mr. CuHatrMaN: Now, that this question has been brought up by Mr. 
Kennedy, I might say that the other day Mr. Stewart made a statement—I 
think, under a good deal of excitement and distraction of mind on his own part 
—yet it was a statement which, while the evidence indicates that in reply to 
a direct question of mine he said he had no personal knowledge, left a bad 
impression. The evidence naturally came to the attention of the Prime Min- 
ister who, during the noon hour, handed me a letter which I have before me, 
and during the morning sitting a letter came to me through counsel of the com- 
mittee signed by Mr. Stewart; and in view of the fact that there was most 
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unusual publicity given to the statement of Mr. Stewart I think it is fair to 
‘those who are indirectly referred to that I should read these communications 
to the committee and the committee should have them before them with the 
view of taking necessary action in regard thereto. I will first read the letter 
that Mr, Stewart has addressed to Mr. Norman Sommerville, K.C., counsel of 
the committee. It is dated at Montreal, May 11:— 


| -Montreat, Que:, P.O. Box 1929. 
May 11, 1934. 


NorRMAN SOMMERVILLE, Esq., KO, 
Price Spreads and Mass Buying Committee, 
House of Commons, 
Ottawa, Ont. 


Dear Sir,—lI told you after my examination yesterday that I was 
sorry for some of the things I had. said, I would have liked to have asked 
the Minister of Finance, the Minister ‘of Excise and the Montreal Min- 
ister, Mr. Cahan, if they could tell why other manufacturers had advance 
information of the changes.in excise duty. 

L should not have said what I did about buying governments and 
commissions. I wish to retract it. I was exasperated by what seemed an 
unwarranted intrusion into my own affairs and somewhat bewildered by 
unusual surroundings. I ask you to convey my apologies to the com- 
mittee. I do not wish to impugn the motives or the conduct of any 
member of the government. 

You may read this letter to the committee and make it public if you 
choose. 

The two statements which I said would be sent to the committee are 
being prepared; they will be finished to-morrow when I shall enclose 
them. 

I am interested in the Growers receiving as high prices as possible 
but the draft agreement you submitted to me is not sufficiently definite 
to ensure fair treatment to all. I have therefore hesitated to sign. 


Yours truly, 
(Signed) Water M..Srewart. 


In fairness I ask that this letter be given as much publicity as was given to Mr. 
Stewart’s statement. 

Now, in regard to the first paragraph, he said he would have liked to have 
asked the Minister of Finance, the Minister of Excise and the Montreal Min- 
ister, Mr. Cahan if they could tell why other manufacturers had advance 
information of the change in the excise duty. This gave to the Prime Minister, 
very naturally, considerable disturbance of mind, and the Prime Minister has 
written to me. This letter is dated May 12. It was written on Saturday but 
did not reach me until noon to-day. The letter is as follows:— 


Orrawa, May 12, 1934. 


Honourable H. H. Stevens, M.P., 
Chairman, 


Special Committee on Price Spreads and Mass Buying, 
Ottawa. 


My Drar Coiueacur,—I have had an opportunity to look through 
the evidence given by Mr. Walter D. Stewart before the special com- 
mittee on price spreads and mass buying on the 10th instant. 

It appears to me that, while at the end his evidence is somewhat 
uncertain, nevertheless it is quite clear that he insinuated that the gov- 
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ernment, or some members thereof, have given advance information to 
his competitors regarding pending changes in the excise taxes on tobacco 
and cigarettes. May I ask you to be good enough to have him recalled 
for the purpose of naming the Cabinet Ministers whom he desired to 
examine and giving all information in his possession with respect to his 
allegations that Ministers of the Crown have been unfaithful to their 
trust. 
Yours faithfully, 


R. B. BENNETT. 


Now, the committee will determine the recalling of Mr. Stewart to deal with 
the matter as suggested by the Prime Minister; but while Mr. Miller is on the 
stand, I should like to ask him this very direct question. Did any Muinister 
of the Crown or anyone else give the Imperial Tobacco company any advance 
information of changes in the excise tax? 

The Witness: No, sir, never, never. 

The CHAIRMAN: You can answer that quite definitely? 

The WITNESS: Yes. 


By Mr. Heaps: 

Q. Mr. Miller can tell us, I suppose, if any other firms that he owns actually 
closed down their establishments just prior to the change in the excise tax? 
A. So far as the reference to Tucketts’ is concerned, I did not take knowledge of 
all the particulars, but just to-day over the phone I heard a letter from Mr. 
Ambrose with reference to the remark that Mr. Stewart made, the Tucketts’ 
factory and Mr. Ambrose—I have not got the letter here, it was sent to me in 
Montreal, but it was read to me, and the purport of it was that they had in- 
vestigated their records, and they could not find that the factory was closed 
down at the time referred to, November, 1932. 

Q. Yes?—A. October or November, 1932. With all the records up there, 
and all the recollections they have, he says, they were not closed down. They 
have checked up their payroll records and their purchases of revenue stamps, 
production records, and everything, and so far as they can find out, there was 
nothing in that. 

The CHAIRMAN: I think the committee will agree with me that it is a little 
unfortunate this should be interjected into our deliberations; because, as a 
matter of fact we are not here to investigate this sort of thing; also, Mr. Stewart 
seemed to me to be under considerable strain, and I would not like to say he 
was irresponsible, but he was rather reckless in some of his statements. 

Mr. BoutancerR: His statements were not solicited at all. 

The CHAIRMAN: No. 

Mr. BouLaANcer: They were voluntary. 

The CHAmRMAN: Yes. And he has indicated here very clearly, as he says, 
that he was exasperated at what he thought was an unwarranted intrusion into 
his affairs. 

Mr. BouLancer: He said that there was one question that was put to him. 

The CHarrMAN: Yes. We have the answer of Mr. Miller. The committee, 
I presume, will desire to act on the suggestion of the Prime Minister and ask 
Mr. Stewart to appear. Of course, the courtesy should be given to the ministers 
to whom he refers, to come before the committee and make any statements they 
desire. 

Mr. Youne: If Mr. Stewart has apologized for the statement and said he 
should not have made them, what further is there to do? 

The CHatrMaANn: Personally, I do not see anything else. 
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Mr. Factor: It would just probably give him the chance to make some 
more statements. 

Mr. Kennepy (Peace River): He has not withdrawn the statement about 
advance information. 

The CHarrMAN: May I suggest this to the committee. The Prime Minister 
did not have this letter, addressed to Mr. Sommerville, at the time he wrote the 
letter to me. I only handed this to the Prime Minister about 2.30 this afternoon. 
I had not had the opportunity to show it to him before, which gives the informa- 
tion upon which it was suggested we should recall him for. Would it be satis- 
factory to the committee if we asked the ministers to whom he referred to come 
before the committee and state their views on the subject? 

Mr. Senn: Mr. Chairman, he has not withdrawn his statements in that 
letter? 

Mr. Youne: He says, I should not have made them. 

Mr. Senn: He has not withdrawn the statement— 

Mr. Kennepy (Peace River): About advance information. 


The CuamrMAN: He says I should not have said what I said about 
buying governments and commissions. I wish to retract it. I was exasp- 
erated by what seemed an unwarranted intrusion into my own affairs, 
and somewhat bewildered by unusual surroundings. I ask you to convey 
my apologies to the committee. I do not wish to impugn the motives or 
the conduct of any member of the government. 


I do not see what more you can ask. 


Mr. SoMMERVILLE: You remember what he said was that some man told 
a second man and the second man wrote to his office and his office told him. 

Mr. Bounancer: About the factory? 

Mr. Sommervitte: About the factory being closed down. That was the 
basis of the information. Now, I know he came to me in very great distress 
and intimated that he had made statements that were entirely uncalled for under 
the circumstances. 

The Cuarrman: Then, I shall take the opportunity of asking my colleagues 
to come to the committee and make a statement to make the record clear on this 
matter. 

Mr. Kennepy (Peace River): Don’t you think Mr. Stewart should be 
brought here or asked to come at that meeting when the ministers come; because 
I am afraid he will think there is just one side, if he is not— 

The CHarrMAN: We can notify him. 

Mr. Kennepy (Peace River): I think it would be well. 

Mr. Boutancer: In the first paragraph he does say— 

The Cuarrman: He puts it in the past tense. He says, “I would have liked 
to have asked—” 

Mr. Boutancer: Give him the chance. 

. Mr. Iustny: Did Mr. Stewart come to Mr. Sommerville, or did Mr. Sommer- 
ville go to Mr. Stewart, in connection with the writing of the letter? 

Mr. SOMMERVILLE: It came as a complete surprise to me. I may say, that 
the first indication I had was afterwards, when someone very close to Mr. 
Stewart came to me and expressed very great regret at the statements that he 
himself had made; saying that he was very, very sorry, and then he discussed it 
with me after that. 


Mr. Iustey: Was it a solicitor of the W. C. Macdonald, Incorporated, who 
came to you? 
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Mr. SommeErvVILLE: No, it was not. For the information of the committee. 
it was his wife who came, and expressed very great regret, and said he had no 
thought or intention or dreamt of making any such statement and was very 
apologetic and sorry for the statements made; that they were unwarranted 
insinuations. 


Earu SpAFrrorpD called, and sworn. 


By Mr. Sommerville: 

Q. What is your position in the Imperial Tobacco Organization?—A. Vice- 
president in charge of sales and advertising. 

Q. Your company has a definite policy in regard to its sales?—A. Yes, sir. 

Q. Would you be good enough to explain to the committee what that 
policy is?—-A. Well, sir, we referred to that in our brief, and if I may read our 
reference, perhaps it will give you the information you asked for, and then I 
shall be glad to answer questions. 

The CHAIRMAN: What page? 

The Witness: In answer to Mr. Factor’s question, page KK 2. 


The CHAIRMAN: Page 77. Now Mr. Factor, you will pay particular atten- 
tion to this. 


Mr. Facror: I do not see why you should not pay as much attention to this 
as I should. 


The Wirness: Page 78 in our brief, answer 4:— 


Dealing with the method of jobbing and retailing. Our preference 
is to have the distribution of our products handled by jobbers, as indi- 
cated by the fact that 75 per cent of our business goes through this 
channel while 25 per cent is done direct with the retail trade. The dis- 
tribution system through which our products eventually reach the con- 
sumer is composed of the recognized jobbing and retail outlets.. This 
system has been built up over a period of many years and experience 
has proven it to be not only the best method of effecting and maintaining 
distribution, but the most economical. We are firmly of the opinion 
that the jobber, or middleman, serves a very useful and necessary need. 

Distribution costs on cigarettes and tobaccos through this method 
have been reduced to a minimum and this distribution machinery has 
been perfected in most areas to the point where it is to-day about as 
practical as could be expected. There are approximately 57,000 retail 
stores in Canada handling tobacco products. Approximately 5,000 buy 
direct from us, the jobbing trade serves the balance. 

The question of whether a retailer shall enjoy the privilege of buying 
direct from a manufacturer is answered usually by one or more of the 
following reasons: 

1. Merchandising ability. 

2. Size of community to be served. 

3. Class of establishment maintained, 

4. Advertising possibilities. 

5. Financial responsibility. 


There are certain sections in eastern Canada where the jobbing trade 
has never been properly organized to look after the distribution of our 
products, and in such sections, we have for years effected the necessary 
distribution by selling direct to a considerable number of retail stores. For 
many years our policy has been to discourage this type of distribution in 
these particular areas and at the same time encourage the jobbing trade 
to take over this business. Some progress has been made, especially in 
Quebec, and it is hoped this progress will continue. 
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We have depots located in Vancouver, Calgary, Winnipeg, Montreal, 
Saint John and Halifax from which our customers are served, and strictly 
sales offices in other large centers. Our outside sales staff consists of 139 
men, The greater majority of these men spend 90 per cent of their time 
contacting with the retail trade and from the indirect retailers solicit 
orders for our products to be shipped to them through the jobbers. This 
is a service that not only is of vital interest to our brands but is greatly 
appreciated by the retail and jobbing trade. 


By Mr. Sommerville: 
Q. How many men?—A. 139, sir—I should correct that sir. In 1932, it 
was 133, and in 19383, it was 127. 
Mr. Factor: Are you going to examine on that, Mr. Sommerville? 


By Mr. Sommerville: 

Q. You refer to 133 men?—A. 127 in 1933, sir. 

Q. Is that in Eastern Canada or is that throughout Canada?—A. Through- 
out Canada. 

Q. Throughout Canada?—A. Yes. 

Q. And they call upon the retail stores?—A. Yes, and the jobbers, anyone 
handling tobacco. 

Q. And then, the orders that they get from the retail store, do they turn 
them over to the jobber?—A. Yes, those who buy through jobbers. 

Q. What is the distinction in those who buy direct from you?—A. Well, the 
man who buys direct from us gets the same price as the jobber. 


ByiMrx Bactoris:, 
Q. What is that discount?—A. It is 10 per cent, on the average. 


Q. So that the retailer who purchases direct from the jobber has to pay 10 
per cent more?—A. Yes. 


By Mr, Sommerville: 


Q. You say the jobber gets an average of 10 per cent discount?—A. Yes. 

Q. And some retailers get that?—A. Yes. 

Q. And do your 5,000 retailers get that 10 per cent?—A. Yes. 

Q. What is required to get into that class, because all retailers would like 
to get into it?—A. Well, they are all enumerated. Shall I go over them again? 

Q. Those five?—A. Yes. 


By Mr. Factor: 


Q. Who determines whether they are possessed of those five qualifications? 
—A. Usually our branch manager. 

Q. Your branch manager?—A. Yes, of which we have 11 in Canada. 

Q. And does he notify the head office?—A. Yes. 

Q. And then if he feels the retailer does not possess those qualifications, 
he cannot get merchandise direct?—A. That is right, he cannot. 

Q. Is there any other qualification? Is there a condition that they are only 
to handle a limited percentage of other products?—-A. No, sir. 

Q. No such thing?—A. No, sir. 


By Mr. Sommerville: 

Q. I notice one thing is missing, in going through this list of five qualifica- 
tions, and that is the quantity. Apparently you do not make that one of the 
conditions for sale to the retail trade?—-A. We have different quantities in differ- 
ent territories. 

Q. You have not intimated that in any of those five divisions that are 
referred to?—A. No, sir. The question of shipping expense and other things 
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enter into that. In Montreal, for example, we have our headquarters, and 
practically no quantity shipments. 

Q. What do you mean, no quantity?—A. No minimum requirements. 

The CHAIRMAN: Stipulated. 


By Mr. Sommerville: 
Q. Irrespective of the quantity they buy, a retailer in Montreal may get 10 
per cent?—A. Practically so, yes. 
Q. If your branch manager at Montreal decides that a retailer is to get into 
that class?—A. Yes. 


By Mr. Factor: 

Q. May I ask a question in regard to the qualification, merchandising 
ability. Would you consider a man who has been in the tobacco business for 19 
years within that qualification?—A. Oh, it depends on his ability. He might 
be in business for 20 years, and yet we might consider that he did not have 
merchandising ability to qualify him. 

Q. You say “Financial responsibility”. What about the retailer who is able 
to pay you cash?—A. That is the last consideration, financial responsibility, 
because there are many dealers who would pay C.O.D. 

Q. Well then, the retailer who wants to get within this preferred class, offers 
you cash for the merchandise, and in that case there is no financial responsibility 
involved?—A. No, sir. 

Q. Why do you refuse to sell that retailer who offers you cash for the 
merchandise?—A. Because he probably has not got the other qualifications. 

Q. In other words, you are the one who determines those qualifications?— 
A. Yes. 

Q. You pass on the qualifications?—A. Yes. 

Q. You see that these qualifications are possessed by all the retailers?— 
A. To the best.of the ability of our managers, yes. 

Q. What about the wholesale end of it?—A. The same thing applies. 

Q. Would not—A. We have to consider the territory that the proposed 
wholesaler has to cover; whether we think it is adequately taken care of or 
whether it can stand another jobber. 

Q. May I put this question rather bluntly to you? I have received, per- 
sonally, and I suppose Mr. Sommerville has, many complaints from retailers 
whom I have investigated personally, and I know they are experienced mer- 
chants and are financially responsible, and I find they cannot get merchandise 
from you. Why is that?—A. Well sir, because we think they have not the other 
necessary qualifications. 

Q. I beg your pardon?—A. We feel they have not the other necessary 
qualifications. 

Q. What are they? “Size of community to be served”. The city of Toronto 
is a pretty large community, is it not?—A. Yes, but communities are segregated. 


By Mr. Young: 


Q. What harm would it do you if they never sell the goods, as long as you 
got paid?—A. It would do our goods harm if our customers went in say, in six 
months time, and bought a package of cigarettes that were dry. 


By the Chairman: 

Q. Is this part of your system of orderly marketing?—A. Yes, sir. 

Q. I wish you would explain it to the committee, because I think it would 
not be only interesting but helpful, if would make it clear to the committee just 
- what the theory is upon which that system is based?—A. It is based on price 
maintenance. 

Q. Yes?—A. Primarily. 
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Q. Elaborate that. In other words, justify your theory on that basis. I 
understand it thoroughly, but I think it would be a good idea to get it clear on 
the record—A. Well, we feel sir, it is a bad business practice for either the 
wholesaler or the retailer to cut prices. In the first place, if the wholesaler cuts _ 
prices he probably in due time will fail. If the retailer cuts prices, probably 
the same thing would come about. 

Q. You are referring now to the jobber end of the business, in which an 
individual will take an article, and use it as a loss leader?—A. Yes, sir. 

Q. It is to avoid that practice that you have this system?—A. Yes, sir. 

Q. Your position, as I understand it is, that it works satisfactorily, and at 
the same time does not injure the handler or the consumer?—A. Yes, sir. 


By the Charman: 

Q. Now, there is one question which has been intimated before, it is this: 
if there is a bona fide dealer who wants to get your products, it is alleged 
(I do not say it is true because it is not in evidence, it is just alleged) that he 
is denied the right of securing your products unless he will, for instance, give it 
prominence in display over others. Now, that is a serious statement, or 
allegation. 

Mr. Factor: It was in evidence, we had the evidence of the cigar manu- 
facturer the other day. 

The CHAIRMAN: I thought it was in evidence. That is quite true. 

The Witness: To the best of my knowledge, sir, that is not true. 


By the Chairman: 


Q. Would you countenance it or permit it, if you knew it?—A. No, sir. 
All we ask is the display of our merchandise in proportion to the total business. 


By Mr. Factor: 

Q. This committee has received numerous complaints from dealers all over 
the country —A. Probably because they want to get on our direct list and we 
won't sell them. 

Q. No, irrespective of the direct list, allegating that you insist upon, in 
one case 80 per cent advertising?—A. I am sure I do not know, sir, that is 
news to me. 


By Mr. Senn: 


Q. Do you contract with each one of this preferred class?—A. No, sir. 
Q. No signed contract?—A. No. 


Mr. Factor: With whom? 
Mr. Senn: The preferred class. 


By Mr. Factor: 

Q. Yes, the jobber has a signed contract, hasn’t he?—A. Only amongst 
themselves. They agree amongst themselves on the maintenance of prices. 

Mr. SoMMeERVILLE: Just: go ahead and let us hear your statement as to the 
reasons for this price maintenance. 

The CHAIRMAN: You see Mr. Spafford, we are not as well posted in these 
details as you are; and the mere statement ‘“‘price maintenance” does not always 
convey the full import of the theory. 


By Mr. Senn: 


Q. And I take it that that is one of the questions before you pass on an 
agent, as to whether they are following the requirements in regard to the 
display of your goods?—A. The branch manager. 
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Q. He visits these stores regularly?—A. I could not say regularly, he does 
periodically, as best he can. 

Q. Is that the only thing that you require from these people?—A. Or the 
salesman who covers this ground? 

Q. Is that the only requirement that you ask from this preferred class?— 
A. Yes. 

Q. That they would give you a certain proportion of advertising and dis- 
play?—A. Yes. 


By Mr. Young: 


Q. But, Mr. Spafford, you insist upon a share of the publicity or adver- 
tising in proportion to the share that you have of the business, and the bigger 
the share of the business that you have the bigger the share of publicity you 
want?—A. Yes. 

Q. When you get 99 per cent, then the other fellow would only get one 

per cent of the advertising?—A. But I hope we never get 99 per cent. 

| Q. But once you get above 90 per cent there won’t be much chance for 
the other fellow getting anywhere, for he will have to put his goods under 
the counter, as was said here the other day. 


By Mr. Senn: 
Q. Have you any figures showing the percentage of the whole?—A. They 
were given by Mr. Miller the other day. 


By Mr. Sommerville: 
Q. About 70 per cent?—A. Yes, sir. 


By Mr. Senn: 


Q. Among the preferred class?—-A. No, of the total business in Canada. 
Q. Among the preferred class, he must have a larger percentage?—A. I 
would not think so, no. 


By Mr. Factor: 


Q. In other words, Mr. Spafford, you control the number of retailers who 
can buy direct?—A. That is true. 

Q. In the second place you control the number of wholesalers of tobacco?— 
A. That is true. 

Q. And in the third place there is an agreement between the jobbers as to 
the maintenance of prices, and that is controlled?—A. That is true. We do 
not control that, that is voluntary on their part. 

Q. Oh yes, I know; but if any jobber infringes any of the rules the associa- 
tion notifies you and he cannot get his supply?—A. That is Judged by a com- 
mittee elected by the jobbers themselves. | 

Q. Quite so, and if the investigating committee finds that a manager 
infringes any of the rules it notifies you and you refuse to supply him?— 
A. Correct. | 

Q. So you have the method of distribution pretty well controlled for your- 
selves, haven’t you?—-A. Yes, we have. | 

Q. And you say that is the best method?—A. So far as we know up to 
the present. 

; a For the Imperial Tobacco Company?—A. For the tobacco trade as a 
whole. 

Q. You control 70 per cent of the tobacco business?—A. We control the 
business, we do not control the individual. 

Q. But you control 70 per cent of the business?—A. Well, if I might be 
peed at this point I would like to read one or two telegrams that I have 

ere. 
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By Mr. Sommerville: 


Q. Yes Mr. Spafford?—A. Just on this point that Mr. Factor. brings up, 
here is a telegram from the President of the British Columbia Tobacco Company 
Jobbers’ Association:— 


Jobbers and retailers are both necessary for equitable and economic 
distribution and reasonable profit must be assured only means of accom- 
plishment in price maintenance stop tobacco products are being sold by 
both on closest possible margin commensurate with service Imperative 
that nothing interferes with price maintenance and present orderly 
method of distribution. 


By Mr. Factor: 

Q. What profit did the retailer make on a package of 20 cigarettes?—A. 
Which retailer, direct or indirect. 

Q. The retailer who buys from the jobber?—A. Two and two-third cents. 

Q. What does the jobber make on that?—A. He makes 9-99 per cent; 
they cost him 15% and he sells them for 17% cents. 

Q. Tell me, Mr. Spafford, as a man of experience, do you expect the retailer 
to make any revenue on that margin of profit—the independent retailer, I do 
not mean the United Cigar Stores. 


The CHAIRMAN: You would not object to their charging more. 


By Mr. Factor: 


Q. No, the price is fixed; they cannot charge more or less?—A. We had 
rather he did not charge more, and still we do not want him to charge less. 

Q. I mean, in the last two days we have taken up the problem of the 
growers; there are hundreds of retailers who are absolutely complaining that 
they cannot make a living because of the market?—A. And at the same time 
we are putting our biggest effort out to keep these retailers from cutting prices. 
Right in Toronto I could name, yes, a dozen retailers, who have been selling 
20-cent packages of cigarettes for 18 cents. 

@. But don’t you think the profit to the jobber is rather out of proportion 
compared with the retailer?—A. No. 

Q. You do not?—A. No. 


By Mr. Sommerville: 

Q. Let us get your basis: have you got your basis of sales here?—A. How 

do you mean, sir? 
_ Q. You have a regular list of prices for jobbers; have you not got it in 

printed form as you give it to the jobbers?—A. Yes, sir. 

@. Let us have that. And that is a direct allowance to the jobber of 
approximately 10 per cent?—A. Yes, sir. 

Q. And then the jobber sells to the retailer on approximately—what is the 
allowance to the retailer?—A. I would say from 18 per cent to 15 per cent, sir. 

Q. From 13 to 15 per cent?—A. Yes, sir, the indirect retailer—that is the 
man we classify as buying from the jobber. 
| Q. Well then, how do you get 24 cents on a 20-cent package of cigarettes 
as a 13 to 15 per cent profit? 

Mr. Youna: That is 184 per cent. 

The CHAIRMAN: It costs him 17 something or other. 

The Witness: It costs him 17°36. 


By Mr. Sommerville: 


Q. Yes, and he sells at 20 cents?—A. We take it on the selling price of 
20 cents. 
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Q. And that makes 13 per cent?—A. About 13:20. 


By Mr. Factor: 
Q. What does the jobber get for selling?—A. 9:99 per cent. 
Q. He sells them in volume. Then what does the retailer who buys direct 
from you make in the way of profit?—A. He makes 21°87. 
Q. 21-87 per cent?—A. Yes, sir. 
Q. On the sale price?—A. Yes, sir. 
Mr. Factor: He gets approximately 10 per cent. 


By Mr. Sommerville: 

Q. Then it is a very distinct advantage to the retailer to be able to buy 
from you direct?—A. Yes, sir. 

Q. And is that advantage used by you to require him to advertise your 
goods rather than those of rival companies?—A. Well, sir, in return for the 
privilege of buying direct, we expect co-operation. 

Q. What do you mean by co-operation? Is that exclusion of the other 
fellow? No, sir. 

Q. What does it mean?—A. We expect counter advertising. We expect 
to be able to put a window bill up on his window. We expect to trim his 
window periodically, and perhaps put a sign on the outside of the building. 


h 


By the Chairman: 
Q. Put a wooden Indian up?—A. Yes, put a wooden Indian up, if we 


could find one. 
~  Q. That is a little out of date, is it not?—A. Yes. 


By Mr. Sommerville: 
Q. What else?—A. I think that about covers the requirements. 
| Q. What about the man who buys indirectly through the jobber? Do 
you require the same thing from him?—A. We don’t require it, but we ask 
it. 
Q. You really expect it?—A- Well, he who expecteth little receiveth much. 
We try and get as much as we can, naturally, but we can’t enforce it. 
Q. You can’t enforce it?—A. No. 
Q. But don’t you attempt to enforce it?—A. I would say the salesmen 
who did not attempt to enforce it, we would probably fire him. 
Mr. Facror: I would not call that attempting, either in law or fact. 


Mr. SomMMERVILLE: ‘That is co-operation. 


By Mr. Sommerville: 
Q. What are the means you adopt to enforce this policy upon this retailer? 
—A. The personality of our salesman. 

: Q. The personality of your salesman. What else does he carry with him 
besides personality ?—A. lot of advertising and sales helps and ideas to help the 
dealer get more business. 

Q. We have had a great many complaints, Mr. Spafford, and I am sure 

pou don’t want any complaint on your merchandising methods?—-A. No, we 

on’t. 
Q. We have had a great many complaints from coast to coast. Here is 
one of them: 

I have been buying merchandise from the Imperial Tobacco Com- 

pany for over twenty-five years, and have always paid my drafts when 

due, and my credit rating at the present time is good; but because I 

do not display Imperial Tobacco products to a degree that it will be 

detrimental to other Canadian manufacturers, I have been refused any 
further of their goods. 
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What do you say as to that?—A. That sounds like Mr. Watson of Saint John. 

Q. That is Mr. Watson of Saint John, and he encloses his correspondence 
for us. What do you say?—A. Well, we have known that gentleman for 
twenty-five or thirty years, and if I might read the latest report of one of our 
advertising supervisors, that will perhaps give you a whole picture of what we 
think of him. 

Q. I don’t care what you think of him. Is it a fact that you have refused 
to sell to him? 

Mr. Bretut: What is that man’s name? 


Mr. SOMMERVILLE: Edward P. Watson, King square and Sydney street, 
Saint John, New Brunswick. 


By Mr. Sommerville: 


Q. Is it a fact that you have refused to sell him your goods because he will 
not display Imperial Tobacco products to a degree that will be detrimental to 
other Canadian manufacturers?—A. No, that is not the reason. 

Q. He goes on further: 


I have always tried in my business to use all tobacco companies the 
same, but am being penalized at the present time because I have tried 
to give the smaller tobacco companies’ lines a share of my business. 

I am enclosing copies of my correspondence with the Imperial To- 
bacco Company to date. You will please note that in each instance they 
have referred me to Mr. Farry (their local branch manager) and he told 
me personally on May ist that the Imperial Tobacco Company have 
closed their books to me. 


Now, is it true that his business rating has been good for twenty-five years, 
that he has always paid his drafts?—A. Yes. 

Q. Is he a direct buyer or an indirect buyer?—A. A direct buyer. 

Q. He is a direct buyer. You won’t even let him buy indirectly?—A. Oh, 
yes. We have no control over that. 

Mr. Factor: That is, over the jobber. 


By Mr. Sommerville: 

Q. We will see about that, whether you have any control over the jobber 
or not. At any rate, you won’t sell him direct. What is your reason?—A. For 
one reason, he has a record of being a price cutter. He has a record of supply- 
ing the trade at cut prices, and in every way being a very unsatisfactory and 
very difficult man to get along with. 

Q. He says that the only reason that you have refused to sell to him has 
been because he would not display goods?—A. That is not so, sir. 

Q. That is not so. Was your reason for cutting him off this time because 
he is a price cutter?—A. We had reason to believe that he was supplying other 
dealers at cut prices. | 

Q. Did you write and tell him that?—A. No; our manager, Mr. Farry, 
told him. 

Q. What did he say to that?—A. Well, I think he used very profane 
language, and told Mr. Farry to get out of his store. 

Q. Here is another one: 


We wish to draw your attention to the arbitrary methods of the 
Imperial Tobacco Company. We are running a wholesale and retail tobacco 
business in Saint John, and before they would sell us their products, they 
ordered us to give them both our windows for advertising purposes, and 
to display their goods only, in spite of the fact that we were under con- 
tract to another tobacco company for one of our windows, which contract 
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we were forced to cancel under penalty of not being able to buy their 
goods direct. 


What do you say as to that?—A. Well, I would have to know the case, sir. 

Q. But you surely have had a lot of complaints, have you not?—A. I 
have a whole book of them here, yes, sir. 

Q. Is this not a general complaint?—A. No. 

Q. It is not a general complaint?—A. No. 

Q. Do you approve of your traveller taking this position, that they must 
cancel their contract with another company?—A. I doubt very much if he 
did. 

Q. But do you approve of it?—A. No. 

Q. You disapprove of any such practice?—A. Yes. 

Q. And if that were done, it was done entirely without your authority ?— 
A. Yes. 

Q. And it would not be permitted by your sales branch?—A. No, sir. 

Q. That is a correct statement of your policy, is it Mr. Spafford?—A. Yes, 
sir. 

Q. He says further: 

Most all tobacco stores doing business in Saint John are subject to 
the above conditions. 


That is somebody else in Saint John, New Brunswick?—A. Well, I have a 
telegram here from what is reputed to be a leading retailer in Saint John; may I 
read it? 


By Mr. Factor: 
Q. What date is that?—A. May 13th, the lucky day. 
Mr. Facror: That is to-day? 
Mr. SomMERVILLE: No, yesterday. 


By Mr. Factor: 
Q. Did you know of these complaints before the telegram came?—A. I 
knew of the Watson complaint, yes. 
Q. Did you know of the Saint John complaint?—A. Well, Watson is in 
Saint John. 
The CuatrMan: He does not give the name of that one. 


By Mr. Senn: 
Q. Were those telegrams solicited in any way?—A. Yes, they were. May I 
read a telegram from our sales manager. This a telegram sent out by the sales 
manager of our company on Sunday night:— 


As there is possibility of Mr. Spafford’s and Imperial’s attitude 
towards price maintenance and orderly merchanising in general being 
presented before Stevens commission would appreciate your telegraphing 
collect Earle Spafford care Chateur Laurier Ottawa to-night or Monday 
morning at latest honest opinion yourself and your associate on this 
subject. 


By Mr. Sommerville: 
Q. And these were sent out to those who were direct buyers from you in 
most of the provinces of Canada?—A. Retailers and wholesalers, yes, sir. 
Q. Direct buyers?—A. Yes, sir. 
Q. Let us have the telegram from Saint John?—A. This is the telegram 
we received from Saint John:— 
Have always felt that the Imperial’s stand for price maintenance and 
proper merchandising methods was the steadying influence of the retail 
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trade in this province and trust your policy will not change. Con- 
fidently feel that I am voicing the opinion of the better retailers in New 
Brunswick and hope you may continue the good work. 


Q. That is price maintenance?—A. Yes, sir, and orderly merchandising. 


By Mr. Factor: 
Q. Well, is this ordering a man to give up his windows orderly merchandis- 
ing?—A. I don’t believe we did, sir. 
Q. I have received thousands of complaints, Mr. Spafford, from people 
who refused to display your merchandising?—A. Well, for every complaint you 
have received I could give fifty cases. 


By Mr. Sommerville: 
Q. Of what?—A. In favour of our policy. 
Q. Of what?—A. Of price maintenance. 
Q. We are not dealing with price maintenance. Does price maintenance 
include intimidation?—A. Well, with some class of dealers, yes. 


By Mr. Factor: 
Q. In other words, you believe in the policy of intimidation with some 
class of dealers?—A. Well, if a dealer will not maintain prices. 
Q. Your price maintenance policy. 


By Mr. Sommerville: 
Q. Let me read you another. 


The Cuatrman: Mr. Sommerville, I think Mr. Spafford should explain his 
last statement. Just make that clear. 


By Mr. Sommerville: 

Q. Yes, I want to get that clear. You are referring to price maintenance? 
—A. Yes, sir. 

@. And you refer to the fact that it may be necessary to use intimidation on 
a price cutter?—A. Yes, sir. We would say to a retailer who was buying our 
goods, when he started to cut the price, if you continue to do that we will not 
supply you with our goods. 

Q. That is what you mean by the question of intimidation?—A. Yes, sir. 

@. You would cut him off?—A. Yes, sir. 

Q. And that is part of the plan?—A. Of price control. 

Q. Followed in some cases in price maintenance. 


The Cuarrman: It might be better to use the word “disciplining” instead 
of using the word “intimidation.” Intimidation has a rather invidious meaning. 


By Mr. Sommerville: 


Q. Supposing a man maintains prices, do you approve of your travellers 
saying to a man that he must take down certain displays of other products and 
put your displays in place or he will not get your goods?—A. No, sir. 

Q. You do not approve of that?—-A. No, sir. 

Q. You have heard of those complaints?—A. Yes, sir. 

Q. Very frequently?—A. No, sir. | 

(. We have had an awful lot of them in this committee, Mr. Spafford, and 
it has been from coast to coast. 


By Mr. Factor: 


Q. Yes. Let me read you a few: 


Should a merchant display competitive lines of cigars, cigarettes and 
tobaccos, the Imperial Tobacco Company will threaten him by saying 
that it will no longer sell directly to him. It will intimidate him in the 
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same manner should he allow other companies to place advertising matter 
in his shop window or on his building, or on his vehicles, 


By Mr. Sommerville: 


Q. Now, is that right?—A. That is not our policy. 
Q. Well, whether or not it is your policy, is that what is done by your 
travellers?—A. Not to the best of my knowledge. 


By Mr. Factor: 


Q. Well, is it done by the travellers of the jobbers that you control?—A. No, 
it is not. 


By Mr. Young: 


Q. What do you do when you get a complaint like that?—A. We usually go 
and see the man, send our branch manager to see him. 

Q. And what results do you get?—A. Sometimes favourable, sometimes 
unfavourable. 

Q. What do you call favourable results?—A. Well, we try to pacify him, we 
try to leave him in a happy frame of mind. Regarding Mr. Watson of Saint 
John, we sent one of our men from Montreal down to see him last week, and 
I understand that he reported over the telephone yesterday that Mr. Watson is 
quite happy. 


By Mr. Sommerville: 


Q. Then you have allowed him to use the windows for other manufacturers, 
have you?—A. I have not the details, sir. 

Q. That was the only complaint he had. It was not a question of price and 
it was not a question of his credit, but a question of his using his window in the 
way that he saw fit to sell whatever goods he wanted—A. Yes, sir, and I said 
that was not our reason for taking him off the list. 

Q. Then what do you think of this one, here is another one from Montreal:— 


Should a merchant allow a company to display its own goods in one 
of his windows, the Imperial Tobacco Company immediately sends a 
representative to the store and he resorts to every possible means to 
prevent him from favouring any other manufacturer. It also requires 
the distributors to supply it with a monthly report covering the com- 
petitive lines sold by each one. 


A. No, sir. 

Q. First of all, with reference to your representative going to his store and 
using every possible means to prevent him from favouring any other manu- 
facturer in his advertising—A. Well, he might go to the ‘retailer and try to 
persuade him to continue to give us his window, or whatever form the advertising 
was. 

Q. And would the persuasion take the form of saying “You cannot have our 
goods unless you do”?—A. No, sir. 

Q. Are you sure of that?—A. Yes, sir. I cannot put words in the mouths of 
our representatives. 

Q. No, but you can take them out.—A. Not after they have been said. 

Mr. Facror: Prevention is always the best possible cure. 


The Witness: That is what we try to do, sir. That is not our policy. 


~ By Mr. Factor: 


Q. I personally have had many complaints that that is the case, Mr. 
Spafford. 
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By the Chairman: 
Q. Let me read, if I may interrupt you, Mr. Sommerville, and I read this 
because it is a matter of public record. This is from the evidence the other day 
of Mr. Victor Chartrand, at page 1698 and 1699; this is his sworn statement:— 


Q. What happened to reduce your output?—A. Because of the © 
influence or pressure exerted by the Imperial Tobacco Company on our — 


jobbers, retailers and dealers; our production is lessened. 
Q. Will you please explain what you mean by influence?—A. From 
what the jobbers state. The jobbers say that the Imperial Tobacco 


Company more or less compel them to carry the Imperial Tobacco Com- 


pany line of goods. 
Q. We want to get that clear. Did the jobbers inform you that they 


cannot buy your stock because the Imperial Company objects to them. 
carrying other than Imperial Tobacco Company’s stock?—A. They do , 


not tell us openly but they give us that impression, in more or less 
veiled terms. 
Q. And they will refuse to buy?—A. Yes, they refuse to buy. 


And then there is a further question: — 
Q. And your production has been reduced from 5,000,000 or 6,000,000 
five years ago to a million and a half last year?—A. Yes, sir. 


By Mr. Factor: 
Q. Do you have any difficulty in advertising your product in com- 
petition with the Imperial product, that is, difficulty in having your 
products advertised in competition with Imperial?—A. Certainly. 


By Mr. Sommerville: 


Q. What are. the difficulties?—A. One difficulty is, that when we put 
up any advertisements or posters they are removed. We are told that the © 


travellers who visit these different shops to sell place their own posters 
over ours. 

Q. That is, the posters you are referring to, the circulars or the 
advertising you are referring to is advertising in the stores of the mer- 


chants that are selling your goods?—A. Yes. These signs or posters are — 


of metal, and they might be placed on the inside of the store or outside, 
or on doors, or around the premises within and without. 


Now, the indication by that evidence is, that your representatives use rather 
rough methods by which, shall I say, to prejudice or reduce the opportunity of 
doing business with your competitor. What have you to say regarding that, 
Mr. Spafford?—A. I do not know what date that goes back to, sir. 


By Mr. Sommerville: 
Q. That exists continuously for several years. 


By the Chairman: 

Q. I can tell you by memory, his sales dropped from seven million to 
one million one hundred thousand since 1929 or 1930. It is all during the last 
three years—A. Where is his plant, sir? 

Mr. SOMMERVILLE: L’Epiphanie. 

The Witness: I think the reason he lost his business was that we went down 
and opened a factory there and paid the workers a dollar more a thousand for 
the cigars. 
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By Mr. Factor: 


Q. The reason is, you tried to dictate terms to him and he would not sell. 
Now, is that right?—A. That is before my time with the Imperial. 


By the Chairman: 


Q. That is not the point I am raising, Mr. Spafford. I am not making any 
comment on this other than to say here is a sworn statement. Now, what have 
you got to say about it?—A. I would say within the last three years, which is 
the period I have been with the Imperial Tobacco Company, that the statement 
he makes there is absolutely contrary to our policy. 

Q. And would you go further and say that would not be permitted by 
yourself?—A. And would not be permitted to-day under any circumstances. 


By Mr. Factor: 
Q. Just let me read you another typical complaint:— 


Should a merchant allow a company to display its own goods in one 
of its windows, the Imperial Tobacco Company immediately sends a repre- 
sentative to the store and he resorts to every possible means to prevent 
him from favouring any other manufacturer. It also requires the dis- 
tributors to supply it with a monthly report covering the competitive 
lines sold by each one and will even send employees to examine their 
vehicles and trucks in order to see what lines other than their own are 
contained therein. 


A.—I say that is not what our instructions are. 

Q. Oh yes, I know, but that is not answering my question—A. There are 
three points there. Would you ask the three questions you would like answered. 

Q. The first complaint is, that the representative of the Imperial Tobacco 
Company resorts to every possible means to prevent him from favouring any 
other manufacturer—A. Not to prevent. I would say to persuade. 

Q. Oh I see, you draw this fine line of distinction?—A. Why not? 

Q. What form of persuasion takes place?—A. Salesmanship. 

Q. Do you think that we are children here, Mr. Spafford, to try to answer 
in that way? 


By Mr. Sommerville: 


Q. Do you know that they threatened to refuse to allow Imperial goods to 
be sold unless they fell in line with the salesman’s request?—A. No, sir. 

Q. You say not?—A. I say not. 

Q. Let me give you this one, and this is right in your own home town of 
Montreal: does your representative go to a retailer and require the retailer to 
give him a statement of the amount of the other fellow’s goods that that retailer 
is selling?—A. Not on our request. He may on his own initiative do that, sir. 

Q. I would not expect you would send out a request every time. Do you 
allow any such thing as that to go on in your sales organization?—A. Yes. We 
know it goes on. We do not ask them to do it, no. 

Q. But, Mr. Spafford, when that is accompanied with the statement that 
they will not get your goods unless they supply that information, do you not 
think that is intimidation?—A. I doubt if that statement is made, sir. 

Q. That is made; and it was made in the presence of other manufacturers 
who were in the very shop and heard it.—A. That is a surprise to me, Sir. 

Q. But it was brought to the attention of the Imperial Tobacco Company? 
—A. I have not heard of it. 

Q. Now, that sort of thing we are told is going on all over the country ?— 
‘A. Well, sir, I can show you telegrams from jobbers and retailers from coast to 
coast. 
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Q. On price maintenance, quite?—A. No, on the general attitude of the 
Imperial Tobacco Company sales and advertising policies. 

Q. Let me give you this one: within the last two weeks, since we began 
the enquiry on tobacco, one manufacturer who put up his literature in the city 
of Hull, just across the river, found within three hours that 60 per cent of it had 
been destroyed or covered up by your man. Do you approve of that?— 
A. No, sir. 

Q. And that is within two weeks in the city of Hull while this inquiry was 
going on?—A. We absolutely do not countenance that. 

Q. What steps do you take to prevent this sort of thing, because the com- 
plaint is so general?—-A. I have never heard of that case. 

Q. It is two now. This is within the last two weeks; but I have it recorded 
from coast to coast that this is the regular practice?—A. I do not admit that, 
sir; in fact, I deny it. 


Q. Then, Mr. Spafford, what about the practice of going into a store and | 


saying, “you had better take those cigarettes off the showcase and put them 
under the cases if you want to get our goods.” Have you heard of that?— 
A. I have heard it reported. 

Q. Do you approve of that practice?—A. No, sir. 

Q. Why does it go on from day to day and year to year from coast to 
coast?—-A. I do not think it does, sir. 


By the Chairman: 

Q. Did you ever issue instructions, Mr. Spafford, that such practice was not 
to be indulged in by your salesmen?—A. Yes, sir; instructions have gone out, 
and I believe we could produce them. 

Q. Have you disciplined the salesman who has been reported as having 
resorted to that practice?—A. I could not name any specific case. 


By Mr. Factor: 


Q. Did you ever cut out a single jobber whose representative was guilty 
of tactics of that kind?—A. I have never heard of any jobber salesman being 
guilty of this practice. 

Q. I beg your pardon?—A. I have never heard of any jobber’s salesman 
being guilty of this practice. 

Q. There are hundreds of complaints?—A. You gentleman have all the 
complaints in your hands. If you had wished to be fair with me I think you 
might have warned me and I might have got my files which we probably have 
on every one of these cases. 


By Mr. Sommerville: 


Q. Well, then, you must know about them if you have your files?—A. We 
probably do. 
Q. Why don’t you tell me about them?—A. You are tackling me— 


The CHAIRMAN: Of course, he has not got his files with him, and he cannot 
recall those cases, and we are not giving him the names of every one. It might 
be well to turn over some of these. 


Mr. Factor: It is not a matter of an individual name or an individual 
firm, it is a question of a practice having been established in merchandising their 
products which is a most vicious thing, and I would like this witness to 
enlighten us. | 

The Witness: These are cases, and if they are complaints that you can 
make I can give you 50 or 100 dealers who are perfectly happy and satisfied 
with our method of merchandising, our demands upon them, and if I could 


plate these telegrams on the record I think they would substantiate what I have 
said. 


dl 
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By Mr. Sommerville: 

Q. I haven’t a doubt in the world that you could produce a thousand tele- 
grams in support of a price maintenance plan, but can you provide one telegram 
in support of a program or of any of the practices I have referred to as com- 
plaints from coast to coast?—A. Well, sir, they do not refer to these practices, 
but they say they are absolutely satisfied with our attitude towards the trade 
and the general administration of our business. 

Q. Wholesalers and retailers?—A. Retailers. 


The Committee adjourned to meet Tuesday, May 15, at 11 o’clock, a.m. 
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House or Commons, Room 368, 
May 15, 1984. 


The special committee appointed to inquire into price spreads and mass buy- 
ing met at 11 am., the Hon. H. H. Stevens presiding. 


Mr. Norman Sommerville, K.C., of Toronto, and Mr. W. W. Parry, K.C., of 
Toronto, appeared as counsel for the committee. 

The CuairMAN: Order, gentlemen. We have before us the minutes of yester- 
day, which recite the filing of a certain number of exhibits and the examination 
of certain witnesses. The minutes will be declared approved. 

I also have, in response to a request by the committee of a few days ago, a 
file of petitions received by the Department of Finance in opposition to a tax on 
raw leaf tobacco in the hands of the producer, I presume. It is from the province 
of Quebec. It will be attached to Exhibit No. 120, which has already been filed, 
as it is merely an enlargement of that subject. 


Earu SpAFFORD, examination resumed. 


The Witness: Mr. Chairman, may I make a statement? 

The CuarrMan: Yes, Mr. Spafford. 

The Witness: Yesterday, we were accused of using unfair methods of mer- 
chandising. I would like, if I may, to read a letter from Mr. Tingle. Mr. Tingle 
is a director of our company, in charge of our outside advertising. He says:— 

ae I can certify from my knowledge that it has always been 
the company’s policy to respect other manufacturers’ advertising, and 
we have asserted this on many occasions to our representatives. 


There have been times when complaints have been made to us that an 
infraction had been made of this policy, and in all cases we took steps 
immediately to reprimand if the fault was with us; but from my experience 
I have found that an over-zealous representative of any company is apt at 
times to outstep the bounds of propriety, and we have had as many occa- 
sions to complain about other manufacturers as we have had to answer 
complaints which have been made to us. 


By Mr. Sommerville: 

Q. Mr. Tingle is the man in charge of the United Cigar Stores, is he?—A. No, 
he is a director of our company, in charge of our outside advertising representa- 
tives. 

Q. What was his former association? With which group of companies was 
it?—A. Well, he has been twenty-five years with the Imperial Tobacco Com- 
pany. 

Q. Was he at one time connected with the United Cigar Stores?—A. No; 
and he is still with the Imperial. 


By the Chairman: 
Q. You have some telegrams that you wished to file last night?—A. Yes. 
The CuarrMan: What I will do, Mr. Spafford, is this: if you will hand me 
the telegrams, I will just read out the names. They are virtually, I would 
imagine, all the same in the file. There is no need to take them individually. 
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The Wirness: Well, they represent about 600 jobbers; and the one from the 
city of Montreal where we have about 6,000 retailers, while I cannot say it 
represents the opinion of every one of them, it represents the opinion of every, 
what we consider, honest and reputable retailer. 


By Mr. Factor: 

Q. You mean of every retailer to whom you sell direct?—A. No, sir. 

Q. Are there any independents there?—A. Well, it is the secretary of the 
retailers association. 

The Cuarrman: I will read the names. I think it is only fair to the company 
that these should be read. I am not going to read all the telegrams. The first is 
John C. Conway, of Conways Limited, Calgary, Alberta. 

Mr. Epwarps: What is the gist of that? 


The CHarrMAN: I was just going to say that these telegrams are from 
various parts of Canada in response to a message sent out by Mr. Spafford. I 
will read this first one. I think the others are similar. This first one reads as 
follows:— 

Tobacco and confectionery jobbers Calgary and Alberta district 
deeply appreciate all tobacco manufacturers efforts to maintain price for 
both jobbers and retailers. It is our earnest wish present investigation will 
not disturb orderly marketing of our merchandise. Without your assist- 
ance in maintaining price, large mail order jobbing houses would seriously 
jeopardize our business and capital invested. My personal opinion from 
twenty years experience is that if tobacco manufacturers had not assisted 
us to maintain prices we could not have continued in business. 


This is similar to other wires that were received that were read yesterday, and 
I understand that practically all of them have about the same theme. Is that 
not so, Mr. Spafford? 

The WiTNEssS: Yes. 

Mr. Factor: Of course, the complaints that we are investigating now are 
not so much in regard to the maintenance of prices. It is the question of 
refusing to sell. 

The CHAIRMAN: You are quite right, Mr. Factor, and we will proceed with 
that. But in my opinion it is only fair to the company that we should permit 
them to at least present these telegrams. 

Mr. Facror: Quite so. 

The CHairMAN: I will not read them. I will read the names. The first 
one I have read, from John C. Conway of Conways Limited in Calgary. The 
next is from Col. P. E. Belanger, Montreal. 

The Witnuss: ‘Secretary of the retailers association. 

he CuHairMAN: Then we have one from O. W. Rorke, secretary of the 
Montreal Tobacco Retailers Association; H. B. McKelvie, president of the B.C. 
Tobaceo and Candy Jobbers Association, Vancouver; D. R. Butt, Kelowna, 
B.C.; Western Canada Jobbers Association, Bruce Flavin, president, Edmonton, 
Alberta; Harry Smith, of Harry’s News and Tobacco Shops of Montreal. 

The Witness: Calgary, sir. 

The CHAIRMAN: It is dated at Montreal. 

The Wirness: Yes, he was in Montreal, but his place of business is in 
Calgary. 

The CHatrMAN: That is right—Boston Hat Works and News Company, 
Calgary; but it is dated at Montreal. Then there is one from B. J. Beveridge, 
secretary of the Northern Saskatchewan Jobbers Association, Saskatoon; 
Southern Saskatchewan Tobacco Jobbers Association, Regina; Manitoba To- 


Zz 


bacco Jobbers Association, Winnipeg, thirty jobbers; J. P. Laberge, Verdun; 
Thomas Burns, Quebec; Edgar Langlois, Quebec; Chevalier & Pauze, wholesale 
erocers, Joliette; Cyrille Labelle & Company, Sorel; Royal Cigar Company, 
R. P. Helsby, Halifax; G. A. McDonald, Halifax; Ontario Wholesale Tobacco 
Distributors, Toronto; National Grocers Company Limited, Cornwall Branch, 
Cornwall, Ontario; the Ottawa Retail Tobacco Merchants Association, Bert 
Aitkens, W. H. Irvine and T. A. Ritchie, Ottawa; Ottawa and Hull Whole- 
sale Tobacco Jobbers Association, A. E. Provost, M. Loeb, H. Aubry, Ottawa; 
Salois Limited, Sherbrooke. 

Mr. Factor: Most of them are from jobbers? 

The CHAIRMAN: Jobbers and retailers’ associations. They will be filed as 
Exhibit No. 142. 

(Telegrams, filed and marked Exhibit No. 142.) 

Mr. Epwarps: They all deal with the idea of price maintenance? 

The CHAIRMAN: Yes. 

Mr. Epwarps: Nothing dealing with the spread between jobber and retailer? 

The Cuarrman: No; everyone, as far as I can see, was referring to price 
maintenance. Is that right, Mr. Spafford? 

The Wrrness: Well, and the general policy of the Imperial Tobacco Com- 
pany. 
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By Mr. Sommerville: 

Q. Mr. Spafford, do you have any trouble with regard to price cutting on 
the part of chain stores or departmental stores?—A. Yes and no. Only last 
week we cut off Simpson’s of Toronto and Montreal for running a deal which 
we considered similar to price cutting. 

Q. What would that be, giving premiums?—A. Well, they gave a cigarette 
rolling device with a tin of tobacco. In other words, if the tin of tobacco sold 
ordinarily say at 50 cents, and the cigarette rolling device at 20 cents, making 
a, total value of 70 cents, they would offer that perhaps at 62 cents, the combina- 


tion. 
Q. Have you had any trouble with the chain stores using tobacco as loss 


leaders?—A. Yes, sir. 


By Mr, Senn: : 
Q. In what way?—A. Well, they will take cheap brands and advertise them 
at a very low price—we think in some cases practically at cost,—in order to get 
people into their stores. 


By Mr. Young: 
Q. Your brands?—A. No, sir. 
Q. Not your brands?—A. No, sir. 


By Mr. Sommerville: 
Q. If they advertise your brands, they don’t get them again?—A. That is 
right. 


By Mr. Senn: 
Q. What action have you taken in regard to the use of other brands?— 
A. There is the case of Simpsons. We cut them off the list. 
Q. Was it your tobacco?—A. No. 


By Mr. Young: 
i er Do you cut them off your list if they sell some other brands cheaper? 
—A. Yes. 
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Mr. Factor: It is a great business. 

The Witness: If it is below the advertised price. In other words, all we 
ask a dealer to do, is this, if he buys a line of merchandise from another manu- 
facturer, if he says that line is 59 cents for a half pound tin, so long as he sticks 
to that basis, we are quite satisfied. 


By the Chairman: 


Q. That is the very essence of the price maintenance system, is it not?— 
A. Yes. 


By Mr. Sommerville: 
Q. Do you apply this method of discipline to all firms that break this price 
maintenance plan?—A. Yes. 
@. Whether they buy your own goods or those of other manufacturers 
that are associated with you in maintaining a price?—A. Yes. 


By Mr. Young: 


@. Are there other manufacturers associated with you in maintaining a 
price?—A. No, sir; only that I believe that most of them believe in it as a 
principle. 

Q. Has any attempt been made to get them together to maintain a price? 
—A. In Montreal they had a meeting not long ago which the manufacturers 
attended, or the retailers of the manufacturers; and the manufacturers have 
agreed separately to assist the retail association in maintaining prices; and I 
think that happened in Toronto, too. 

Q. Will you kindly explain that expression “ They all agreed separately” ?— 
A. Yes. That is exactly what I mean. 


By Mr. Edwards: 
Q. In other words, you filed your selling price?—A. Yes. 
Q. Each individual filed his selling price?—A. Yes. 
Q. No collusion there, no combination?—A. No, sir. 
Mr. Factor: It goes farther than that. 


By Mr. Factor: 

Q. It is not a fact that the jobbers of your product enter into this agree- 
ment? Look at this?—A. I don’t know which one you mean. 

Q. Just look at it (handing to witness) ?—-A. Yes, I will be very pleased to. 
Yes, that is the recognized agreement; but these are not our jobbers any more 
than they are anybody’s else’s. 

Q. I quite understand that, but they are the jobbers dealing exclusively with 
your products?—A. Not exclusively. 

Q. No, not exclusively?—A. With anybody else’s products. 

Mr. Facror: I think perhaps this had better be put in as an exhibit, Mr. 
Sommerville. , 

Mr. SOMMERVILLE: Yes. 

Mr. Factor: This is an agreement that the jobbers enter into collectively, 
to maintain prices. | 

Mr. SomMeErvILLE: In Ontario. Perhaps we will put it in. 

The CuHatrman: The telegrams were No. 142. 


By Mr. Sommerville: 
Q. As part of your system of distribution, Mr. Spafford, the Imperial 


Tobacco Company are interested in seeing that there are jobbers’ associations 
in each province?—A. Yes, for orderly merchandising. 
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. These jobbers associations are organized in each province?—A. Yes. 
. And they do exist in all the provinces of Canada?—A. No, sir. 
. In what provinces do they not exist?—A. In the maritimes. 

Q. They exist from Quebec to British Columbia?—A. Yes. 

Q. And I presume they are all run upon the lines indicated in the agreement 
that is submitted in your brief?—-A. Yes. There are one or two clauses that 
might vary, but the substance is the same. 

Q. These jobbing associations are supported in their merchandising 
methods by the manufacturers?—A. Yes. 

Q. Does the Imperial Tobacco Company contribute to the funds to pay 
the salary of the secretary of the association?—A. No, sir. 

Q. Well, does it contribute funds to the association?—A. We have at times, 
yes. 

Q. Does it do it regularly?—A. No, sir. 

Q. It does not do it regularly?—A. No. 

Q. It makes no contribution towards the amount that may be used for the 
salary of the secretary?—A. No, sir. 


Q 
An 

Q. And other manufacturers?—A. Yes. 
Q 

Q 

Q 


By Mr. Factor: 

Q. May I interrupt, just here—do you know Mr. J. J. Ivy?—A. I know 
him very well. 

Q. What position does he occupy?—A. He is secretary of the Ontario Whole- 
sale Tobacco Association. 

Q. Who pays his salary?—A. The jobbers who belong to the association, 
the members of the association. 

Q. Have you ever contributed towards the payment of his salary?—A. No. 
We have contributed to the association. 

Q. And part of that went in payment of his salary?—A. I don’t know how 
they used it. 


By Mr. Sommerville: 

Q. In what years did you make that contribution to the jobbers’ associa- 
tion? Is it not a regular thing, Mr. Spafford?—A. No, sir. If they get hard 
up and some of the members are behind in their payments, why, they call on us, 
and I believe they call on other manufacturers. We are not alone in sub- 
scribing. 


By Mr. Factor: 

Q. Does Mr. Ivy report regularly to you es to the activities of the associa- 
tion?—A. He does not. He reports to his contiqittee. 

Q. And the committee reports to you?—/ohThey do not, except if we should 
happen to meet one of them we ask them hej things are getting along; they 
are not obligated or asked to report to us at: gly time. 

Q. But they do report any infringement by any one of the Jobbers?—A. 
That is their duty. 

Q. And then you cut off the jobber from supply?—A. Depending upon the 
nature of the committee’s recommendation. 


By Mr. Sommerville: 
Q. Well then, on this basis the jobbers’ association in each province is 
organized.—A. Yes, sir. 
Q. And this one refers to the Ontario Wholesale Tobacco Distributors ?— 
A. Yes, sir. 
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Q. That is what it is called?—A. Yes, sir. 
Q. This reads as follows:— 

In consideration of our being or becoming a member. of the 
Ontario Wholesale Tobacco Distributors and of enjoying the privilege 
of buying direct from tobacco manufacturers, we agree with the said 
Ontario Wholesale Tobacco Distributors and each and every member 
thereof :— | 

1. Not to sell tobacco, snuff, cigarettes or little cigars at prices less 
than those respectively named and set out in the lists furnished by tobacco 
manufacturers from time to time. 

2. Not to allow a discount in any shape or form on any of the lines 
above mentioned. 

3. Not to allow any cash rebate to any parties purchasing from us or 
to any of their employees. 

4. Not to give gratis goods of any kind which would be the equivalent 
of a discount. 

5. Not to give a discount on any line of goods, part of which discount 
might be applied to any of the lines above mentioned; and when at any 
time giving a discount on other goods, the lines above mentioned will not 
be included, but such lines will at all times and under all conditions be 
sold at net thirty days from statement date, such statement to be issued 
at least once each month, with no discount for prepayment or otherwise. 

6. All sales of these lines to be on the above basis with no exception 
of any kind to jobbers or retailers. 

7. It is agreed and understcod that we will be responsible for the 
action of our travellers and employees, and agree that all infringements 
or irregularities by them of this agreement shall be the same as if com- 
mitted by us. 

8. We agree and approve of the appointment of an investigating com- 
mittee and of the powers, privileges and duties of said investigating com- 
mittee as set out in the endorsement on the back of this agreement, and 
agree to be bound by the decision thereunder. 

9. We agree that violations of this agreement by us will involve our 
being supplied by tobacco manufacturers only at jobbers’ resale prices 
for a period to be decided upon by the Investigating Committee not 
exceeding three months for first offence, and hereby agree and consent 
to the manufacturers acting upon receipt of the report and recommenda- 
tion of the Investigating Committee. 

10. This agreement is entered into with the sole purpose of bettering 
trade agreements in regard to the above mentioned lines. 


And then that is signed by the jobber?—A. Yes, sir. 

Q. Now, if a jobber does not sign this he does not become a member of the 
association?—A. No, sir. 

Q@. And then the manufacturers do not deal with that jobber?—-A. Oh yes 
we do, sir, so long as he maintains prices. We have one of the largest dis- 
tributing houses in western Canada—Macdonald Consolidated; they are not 
members of the Jobbers’ Association, but they maintain prices, and we sell them 
our goods. 

Q. Yes, but that is the exception; the general rule is— —A. Yes, sir. 

Q. That is to say, if a man wanted to start in the jobbing business in the 
Province of Ontario to-morrow, had his truck and his equipment, and was going 
out to convass trade, he could not get your goods?—A. Yes he could, sir. 

Q. He could?—A. Yes, sir. 

Q. How is that?—-A. We cannot say to a jobber you must join the associa- 
tion. All we can say to him is you must maintain our prices. 
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Q. Yes?—A. And it is up to the jobbers themselves to sell this jobber on 
the idea of becoming a member. 
Q. Well now, is it not a fact that you have cut off jobbers who would not 


sign and join up with the Ontario Wholesale Tobacco Distributors?—A. Not for 


that specific reason. 

Q. Not for that specific reason?—A. No, sir. 

Q. Well, we have a number of complaints of that character—A. I would 
be very pleased to give you the history of any complaint. You are speaking 
of generalities. If you can give me the names of them I can produce satis- 
factory reasons why we have not sold them. 

Q. Well, the generality of it was such that I thought at once that it was 
a fact that you helped the Ontario Wholesale Tobacco Distributors by refusing 
to sell goods to those who would refuse to join their association?—A. No, that 
is not the case, sir. 


By Mr. Edwards: 


Q. Does the independent jobber purchase his supplies on the same basis as 
the association jobber?—A. When you say “independent” you mean? 
Q. I mean one who is not a member of the association?—A. Yes, sir. 


By Mr. Sommerville: 
Q. Now then, on this same agreement, and forming part of it, are the For- 
mation, Powers and Duties of Investigating Committee:— 


1. The Investigating Committee shall be composed of three wholesaie 
grocers and three wholesale tobacconists. The committee is at present 
constituted of the following wholesale grocers:— 

T. H. Kinnear of National Grocers Co. Ltd., Toronto; F. R. Parnell 
of F. R. Parnell Co. Ltd., St. Catharines, Ont.; J. Watson Young of Elliott, 
Marr & Co., Ltd., London, Ont., and in the absence or inability to act 
of any of the above named, then of H. L. McNally of National Grocers 
Co., Ltd., Toronto, or Charles Watt of Geo. Watt & Sons, Ltd., Brantford, 
or Allan Gilmour, of Gilmour & Co., Brockville, and of the following 
wholesale tobacconists:— 

Thomas McPhail of McPhail Bros., Brantford, Ont.; Jeremiah Gibbs, 
Hamilton, and M. M. Auerbach of Consumers Wholesale Tobacconists and 
Importers, Toronto, and in the absence of or inability to act of any of 
the above named, then of B. McAuley of McAuley Bros., Toronto, or J. J. 
MacCallum, Kitchener, Ont., or E. J. Harris, 83 York Street, Toronto. 

2. The committee shall make enquiry into all complaints of alleged 
violations of the agreement. 

3. The enquiry or investigation shall be made in such manner as may 
be approved by the committee, who may employ an agent or agents to 
interview witnesses and obtain information regarding the said complaints, 
and may act on the information so obtained, but before so acting the 
party charged as having violated the agreement shall be afforded an 
opportunity of appearing before the committee in answer to said com- 
plaint. 

4. If, in the opinion of a majority of the committee, a violation of the 
agreement has occurred, the committee shall make a report of its finding 
to that effect, together with a recommendation as to the penalties to be 
inflicted, which report and recommendation shall forthwith be forwarded 
to the Tobacco Manufacturers. 

5. In case the party being investigated is represented on the then 
existing committee, that member of the committee shall, for the time 
being, withdraw and in the investigation of that particular case, be 
replaced by another member chosen by the remaining members. 
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6. When any members’ connection with the committee ceases from 
any cause, his place shall be filled by vote of the remaining members. 


Now, that is the general machinery that is adopted for the functioning of 
the Ontario Wholesale Tobacco Distributors?—A. Yes, sir. I understand they 
had a meeting in Toronto last week, and I understand there was some change 
made in the personnel. 

Q. But that is the general principle?—A. Yes, sir. 


By Mr. Senn: 

Q. Do you assign any particular territory to any jobber?—A. No, sir. 

Q. And two or more jobbers can canvass the same territory?—A. Yes, sir. 

Q. Well, I would like to know very much just what are your reasons for 
refusing certain applicants—A. Because the chief reason is, that we believe in 
that case there are sufficient jobbers in that territory to take care of the trade, 
and if other jobbers are permitted, or if we put them on the list to cover the 
same territory, competition will probably be so keen that it will lead to price 
cutting. 

Q. Well, I know of certain complaints that have been made just along that 
line-—A. I will be very glad to give any complaint my personal attention. 

Q. I will hand you the name later—A. All right, sir. 


By Mr. Factor: 


Q. That is not the principle, it is the system that we are trying to ascertain, 
the system that prevails, whether that system is for the good and to the 
advantage of the people as a whole, not to the Imperial Tobacco Company.— 
A. Well, sir, of course my opinion is that that is the right system, but who shall 
judge as to whether it is or not I cannot say. 

Q. I quite see your argument about distributing your products with the 
jobbers perhaps, but take in the last three or four years people have been 
going through a depression and suffer a great deal. Now, you maintain retail 
stores in Toronto?—A. Yes, at a considerable loss, too. 

Q. Yes. Now, there are independent retailers there that you are forcing 
to go to the jobbers and pay 10 per cent more for their goods——A. Mr. Factor, 
hi a ask you a question: Would you like us to sell every retailer in Canada 

irect! 

Q. I certainly would have liked to see you, especially in the last three years 
of depression, helping out the independent retailer instead of asking him to 
pay 10 per cent more for his product and enable him to make a little money. 
—A. Would you have us sell to every retailer direct? 

Q. How many jobbers have you got in Toronto? 

Mr, SOMMERVILLE: 59 J think it is. 


The WitTNEss: Yes, sir. 


By Mr. Sommerville: 
Q. And 5,000 retailers?—A. No, sir, 3,000. 


By Mr. Factor: 


Q. And how many of the independent retailers are able to maintain a 
living with the margin of profit that they are getting when they have to pay 
10 per cent more for their product?—A. They would maintain a living if 
they did not cut prices. 

Q. I am talking about the man that maintains prices.—A. He maintains a 
living. 
Q. On a margin of 22 cents?—A. Talking percentage. 
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Mr. SOMMERVILLE: 18 per cent. 


By Mr. Factor: 


Q. What position is he in to compete with the man that buys from the 
jobbers on the basis of 10 per cent less for his goods?—A. Compete in what 
way? 

oa Buying direct from the manufacturer?—A. Competing in what way? 

Q. In selling his merchandise?—A. Well, he has a certain clientele that 
he serves. 

Q. Yes, I know, but the man that has to pay 10 per cent more for his 
merchandise has got the same overhead as the man that buys direct.—A. No, 
very seldom so. 

Q. Take an ordinary retailer that buys from the manufacturers direct, he 
pays 10 per cent less?—A. That is right. 

Q. But the other retailer who buys from the jobber pays 10 per cent more? 
—A. That is right. 

Q. Well then, the profit of the independent retailer is 10 per cent less?— 
A. Well, if he has sufficient volume to warrant his buying direct he would get 
the 10 per cent. 


By Mr. Edwards: 


Q. Mr. Spafford, is not that plan followed the same as it is with any other 
line of business? It is the convenience which the wholesale distributor gives to 
the man who buys a small quantity every day and who is not in the position to 
pay express charges and so forth?—A. That is true, sir. 

Q. And that is why the 10 per cent is there?—A. Yes, sir. 

Q. For the convenience of the small retailer?—A. Yes, sir. 


By Mr. Senn: 

Q. You have those jobbers within the association checking up the opera- 
tions of the jobbers association. Have you any similar check up on the retailers 
who are getting this 10 per cent cut, any system of check up on their operations? 
—A. Well, only through our own representatives. 

Q. It would not be nearly so efficient as the other, would it?—A. We know 
immediately a retailer cuts prices. I mean, if he is a direct account of ours, 
or if he is not, we know he is cutting prices; he must do it openly. 


By Mr. Sommerville: 

Q. Well now, Mr. Spafford, in addition to this jobbers association you have 
in Quebec, Ontario and Manitoba your own jobbers; you have got your own 
jobbers?—A. Yes, sir. 

Q. Kirk in Hamilton?—A. Yes, sir. 

Q. And Scales & Roberts in Toronto?—A. Yes, sir. 

Q. And Fortier in Montreal?—A. Yes, sir. 

Q. And then you have your commercial travellers out selling your goods? 
—A. Yes, sir. 

Q. And the Imperial Tobacco Company have their men out?—A. Yes, sir. 
_ Q. And then the Tuckett Tobacco Company have their men out?—A. Yes, 
sir. 

And Houde have their men out?—A. Yes, sir. 

Q. And when these three take orders from the independents they pass them 
through a jobber?—A. Yes, sir. 

Q. And do you keep the jobbers in line by the distribution of these orders 


that you take?—A. Well, I do not quite get your question, but our men are 


instructed to take an order from the dealer and have it shipped through whatever 
jobber the dealer designates. 
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Q. Through whatever jobber the retailer designates?—A. Yes, sir. | 
Q. Then do you sometimes, in spite of the fact that he may designate a | 
certain jobber, ship them through your own owned and controlled jobbing house? | 
__A. Not if the dealer designates the National Grocers of Toronto. 
Q. No, but if he designates some others?—A. No, sir. : 
Q. Well, the statement has been made, that if certain jobbers don’t do certain | 
things for the Imperial Tobacco Company then the orders that would ordinarily 
go to that jobber go to the owned and controlled Imperial house, and that one | 
means of holding that jobber in line is by giving your owned and controlled house | 
the orders that come from your commercial travellers?—A. Well, I would say— | 
Q. Is there any truth in that statement?—A. I would say that it is a very | 
exaggerated and unfair statement without any foundation of fact. | 
Q. I see. Then you have not had that experience?—A. No, sir. I might | 
say that for seven years I was with the Tuckett Tobacco Company before they | 
were taken over by the Imperial and I fought the Imperial tooth and nail and | 
I know both sides of the question probably better than most people. | 
Q. Yes. Well then, with respect to your program of displays, is it a fact | 
that your travellers are sent out to get as much display space in a store as | 
possible?—A. Yes, sir. | 
Q. And then do they do this sort of thing: The traveller for the Imperial | 
will go into a town where there are three or four retailers and talk to one man 
and say “ We will make you the agent for the Imperial in this town... ."—A. No, | 
SIF. | 
Q. “ We will make you the agent for the Imperial in this town if you will | 
vive us your store for display’?—A. Not to my knowledge. 
~  Q. And then the Tuckett Tobacco Company come along and say to the | 
next man “ We will make you the agent for the Tuckett Tobacco Company in | 
this town if you will give us your store for display ”?—-A. Not to my knowledge. | 
Q. And does the Houde man come along to the third man, the third retailer | 
and say “ Now, we will give you our goods if you will give us all the display | 
possible ”’?—A. Not to my knowledge. : 
Q. And that does not leave very much out of four men in a town, does it? | 
=A ONO} Slr. ) 
Q. You do not know of any case of that kind?—A. No, sir. | 
Q. Well, those are statements that come to us—A. I would be very glad to 
investigate any one that you will give me the details of. | 
Q. Perhaps you will hear more of that this morning from those who are | 
in the business—A. All right, sir. | 


By Mr. Kennedy (Winnipeg): 


Q. Mr. Sommerville, I think it would be only fair that where there are — 
accusations being made against any firm or representative that if they are here © 
they should be given ample opportunity to meet them. | 

Mr. SoMMERVILLE: The other manufacturers are here and will give us | 
the evidence with respect to it later, because of statements that I understand are 
being made, so that Mr. Spafford will have an opportunity to tell us about 
them. 

Mr. Kennepy (Winnipeg): But if accusations are made, I presume that © 
a witness like this will have an opportunity. 


Mr. SomMervILLE: A full opportunity to answer any statements made by 
manufactures or others. 


Mr. Kennepy (Winnipeg): I am trying to put myself in the position 
of a business man who has to meet what is currently called gossip. 


PRICE SPREADS AND MASS BUYING | 1833 


By -Mr. Sommerville: 


Q. Now Mr. Spafford, in charge of sales you will know of the reduction 
that took place when the excise tax was taken off in November of 1932?—A. 
Yes, sir. 

Q. And yesterday we were given to understand, that with respect to a 
substantial number of cigarette brands the price was reduced from $12.50 to 
$10 a thousand, or a reduction of $2.50 a thousand?—A. Yes, sir. 

Q. And that $2 of that represented the excise tax and 50 cents represented 
a reduction to the consumer that came from the manufacturer?—A. Yes, sir. 

Q. As a matter of fact, Mr. Spafford, is it not so that not one copper of 
that reduction came out of the manufacturer? On the $2 reduction you had, 
$2 was taken off by the excise tax?—A. Yes. 

@. The 6 per cent sales tax on $2 took off 12 cents; that made it $2.12. 
_ Was not the remaining 38 cents made up by the reduced profit of the retailer 

and the jobber?—A. No, sir. 

@. I am talking now of the $2.50 reduction?—A. At the time of the 
changed prices the retailer’s margin of profit was increased. 

Q. Well, I do not care if it is of the retailer or the jobber—A. And the 
jobbers too. 

Q. And the jobbers?—A. Yes, sir. 


By Mr. Edwards: 


Q. What is the average on the retail gross?—A. The direct buyer? 
Q. Yes?—A. He would get about 23 per cent. 

@. Can you maintain a store on 23 per cent?—A. Yes, sir. 

Mr. Epwarps: I don’t think it. 


By Mr. Sommerville: 


(. Wait a minute now, please. You say the independent, or at least the 
retailer who buys direct gets about 23 per cent?—A. The retailer who buys: 
direct, yes. 

Q. Yes, and the retailer who buys through the jobber has to operate on 
13 per cent?—A. Approximately that. 

Q. It used to be 20 per cent I understand a few years ago?—A. The 
indirect man? 

Q. The indirect man, yes—A. Well, that is news to me sir. 

Q. Was it not a good deal higher than 13 per cent?—A. Those figures 
do not show that, and they go back to 1925. 

Q. Now, you say when the change took place in 1932—in November, 1932 
—the retailer and the jobbers were given a larger margin of profit?—A. Yes, 
sir. Take Turret cigarettes. The jobber prior to the duty, his profit was $9.26 ; 
after the duty his profit was $9.99 The direct retailer’s profit was $20.44 and 
after the duty it was $21.87. 

Q. How do you account for that when you got the same money for your 
cigarettes from the manufacturers as you were getting before?—A. From the 
manufacturer? 

(. From the jobber that you were getting before?—A. We did not, sir. 
| Q. Take Turrets. You sold them up to November, 1932, at $9.94; is that 
right?—A. Yes. ie 

Q. And after the excise tax came off you sold them at $7.81?—A. Correct, 
sir. 

Q. Which was $2.13 less, was it not?—A. That gave us 13 cents then. 

Q. Now, did you?—A. According to this. 

Q. Two dollars represent the excise tax, and on $2 the sales tax is 12 cents. 
So that your $2.12 came off by reason of taxation, did it not? Is not that the 
fact?—A. May I figure it my way? 
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Q. Is not that the fact?—A. Would you mind repeating that? : 
Q. I said when you sold the cigarettes for $2 less that $2 represented the 
excise tax? That is right. | 
Q. And when you sold the cigarettes for $2 less you paid 12 cents less on | 
sales tax?—A. Yes. 
Q. So that altogether you sold for $2.12 less by reason of a reduction in | 
taxation. Is not that right?—A. Your figures would seem right. I would like | 
to quote mine. I cannot reconcile those to mine. | 
Q. Is not that the fact? You took $2.12 off by reason of the reduction in | 
excise and sales tax?—-A. Yes, that is right. 
Q. And since November, 1932, you have been getting $2.13 less for your | 
cigarettes than you were getting before?—A. Yes. 
Q. Of which $2.12 represented the tax I referred to?—A. Yes, we lost 1 cent. | 
Q. Per thousand?—A. That 1s right, sir. i 
Q. And the jobber and the retailer lost the other 37 cents?—A. But his | 
percentage increased. 
Q. I do not care how his percentage increased; he lost the other 37 cents?— — 
A. Well, sir, if you sell an article at $20 and the discount is 10 per cent you | 
make $2, don’t you? 
Q. Yes?—A. And if you sell the article at $8 and the discount is 10 per | 
cent you only make 80 cents. | 
Q. That is sound mathematics. 


By Mr. Senn: 

Q. These percentages you have quoted are on the selling price rather | 
than on the purchase price?—A. On the selling price, yes. | 

Q. Why do you figure it in that way. Are not the profits estimated on the 
purchase price?—A. That seems to be the custom in the wholesale and retail | 
trade—to figure their margin of profit that way. 

Q. If the selling price is reduced it would increase that percentage?— 
A. Yes, sir. 

Q. So that you are reckoning in that peculiar way to show an increase in 
percentage?—A. It is not peculiar. 

Mr. Epwarps: That is right. 25 off is 334 on. 


The WITNESS: Yes. 


By Mr. Senn: 


Q. Is that the recognized principle in business that you reckon your cost 
on selling price rather than on purchase price?—A. It is in the tobacco business. — 

Q. Is the tobacco business alone in that?—A. I do not know, sir. I say 
that is so in the tobacco business. I have been so busy with my own business 
I have not worried about the other businesses. 


| 
| 
| 
| 
| 


| 
| 


By Mr. Sommerville: 


_ Q. That same principle you have just referred to accounts for the reduc- 
tion in 1932 in Dixie cigarettes, Guinea Gold cigarettes, Millbank cigarettes, 
Turret cigarettes, Viceroy cigarettes and Winchester?—A. In a general way it 
applies to all those brands. 

Q. Those exact figures apply in the same way?—A. Yes. | 

Mr. Factor: So the actual reduction of the Imperial Tobacco Company 
was one cent per thousand. 

Mr. SOMMERVILLE: Or less. 


Mr. Factor: It may be on that figuring of the tax; it may be nothing. 
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By the Chatrman: 


Q. Mr. Spafford, it strikes me that what Mr. Sommerville says is quite 
true. It is a question of fact, and it seems to me there is not much use labour- 
ing the question; it could be frankly admitted, because with the reduction of 
the $2 excise you get an additional reduction in tax of 12 cents on your sales. 
There is no question?—A. No, sir. 

Q. That accounts for the total reduction; and the sales tax reduction and 
the excise tax reduction account for the total reduction that you made, for 
instance, in Turrets and a number of these others?—A. Yes, sir, within a cent. 

Q. Within a cent?—A. Yes. 


By Mr. Sommerville: 
| Q. Then, with respect to cut tobaccos, you made a reduction at the time 
that you took out the cigarette papers from a number of brands?—A. Yes. 

Q. Now, let me understand. The cigarette papers go into each package, 
or they did?—A. Yes. 

Q. And if there were 15 packages in a pound that represented 15 packages 
of cigarette papers to a pound of tobacco?—A. Yes, sir. 

Q. And I am told that these 15 packages in themselves would represent a 
cost of anywhere from 5 to 8 cents a pound if included in the cigarettes?—A. I 
think that is a little high; it would be 3 or 4 cents. 

Q. 3 or 4 cents. All right, I will take your figures. 3 or 4 cents was the 
price for those papers?—A. Yes. 

Q. And then by reason of the excise tax being put on 2 cents would have 
to be added for each package of papers?—A. Yes. 

Q. And if there were 15 in a pound that would be 30 cents, that would be 
added?—-A. Yes, sir. 

Q. Added to a pound of tobacco?—A. Yes, sir. 

@. By reason of the excise. And if there were 18 packages in the pound it 
would be 36 cents?—A. Yes. ; 

Q. That tax would figure out at from 30 to 40 cents a pound according to 
the size of the package in which you divided the pound?—A. Yes, 36 cents was 
the highest price. 

Q. Yes. At that time you took off, I understand, from 4 to 6 cents a 
pound on your cut tobacco; the statement is here?—A. You have the pages 
there? 

Q. Yes, I have, Mr. Spafford.—A. 7 cents down through. 

Q. So that by cutting out the papers you would save 3 to 4 cents?—A. Yes. 

@. And the additional amount would be represented by a reduction from 
the manufacturer?—A. Yes. 

Q. Less whatever reduction there was in the sales tax?—A. Yes, that would 
be fractional—7 cents a pound. 

Q. Thank you. I just wanted to have that situation cleared up. That is 
all, Mr. Spafford. 


By Mr. Young: 

Q. There is something here which has been puzzling me. I do not know 
whether you can straighten it out or not?—A. I will do my best, sir. 

Q. I see from the trade of Canada that we exported last year some 8953 
pounds of cigarettes valued at $894, or approximately $1 a pound. Then I 
find that we imported from the United States some 4,335 pounds of cigarettes 
valued at $12,889 or an average of $2.97 a pound. I want to know how it 
comes that the cigarettes we import are worth so much more than the ones 
we export?—A. Well, it is the duty, sir. 
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Q. No, the duty on a pound of cigarettes would be about $4.85 at these 
values, and that is added to these importations. | 
The CHAIRMAN: That is the price before duty you are quoting? 


Mr, Youne: Yes. , i 
The Wrrness: Well, I am sorry I could not answer that offhand. I would. 


be glad to get the information for you. 


By Mr. Young: . 


Q. Now, we were told yesterday that it takes 3 pounds of tobacco to make 
a thousand cigarettes?—A. That is approximately right, sir. 

Q. Then if they are worth $2.97 a pound that brings 1,000 cigarettes before 
the duty is paid up to $8.91 and the duty would be about $14.55 which would 
bring the imported cigarette to an enormous price?—A. It is an enormous 
price. I think a package of Chesterfield or Lucky Strike imported from the 
United States, if they sold at 124 cents in the United States, I believe the 
retail price here is something like 35 or 40 cents. 

Q. Yes. I figured it would be $23.46 duty paid value on 1,000 cigarettes? 
—A.I have not figured it out. 


Q. I find that the total exports of cigarettes from the United States— 


these are American figures— —-A. Exported where, sir? 

Q. To the world from the United States—the total exports were 2,771,296 ,000 
valued at $5,722,661, approximately $2.06 a thousand. That is the value of 
cigarettes exported from the United States to all countries, but the value of 
cigarettes exported from the United States to Canada figures at $8.91 a thousand? 
—A. I do not question your figures, sir, but it, does not look right to me. 

Q. It does not look right to me either. I want an explanation.—A. I think 
your figures are wrong. | . 

Mr. Factor: You do not know Mr. Young. He never figures wrongly. 

Mr. Younc: These figures are from the Bureau of Statistics, except the 
exports which came from the American Embassy. 

The CHAIRMAN: They are the ones that are wrong. 

The Wirness: I know this, sir, that we do what we call a ship storage 
business—ships coming in, say, at Vancouver, and we have an inbound ware- 
house and we carry American cigarettes, and our price to these ships, if I am 
not mistaken, is $2.35 in bond. Now, that is what we make—you know, the 
usual small margin of profit. 


By Mr. Young: 


Q. In your brief, at page 1619 of the record, I find that your value for 
1,000 cigarettes, excluding excise tax and sales tax in 1933 was $3.46% per 
thousand?—-A. May I ask Mr. Lane to answer those questions. He is the chief 
statistician. 

Q. The point is this that your value of cigarettes, apart altogether from 
taxes, is $3.46, while the American value of cigarettes apart altogether from 
taxes is $2.06, and I want to know why it costs $3.46 to manufacture cigarettes 
in Canada when they can be manufactured for $2.06 in the United States? 

Mr. LANE: You figure $2.46 in the United States? 

Mr. Youne: $2.06. 

Mr. LANE: The comparable values of cigarettes in Canada and the United 


States were covered in that statement filed yesterday, Mr. Young. This $3.46 
is the manufacturer’s selling price. 


Mr. Youne: Is not the export price the manufacturer’s selling price? 


: 
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Mr. Lane: The manufacturer’s export price? Not necessarily. 
| The CHAIRMAN: What you are asking, Mr. Young, is to account for an 
alleged difference between the selling price of American cigarettes and Canadian 
cigarettes? 
| Mr. Youna: Yes. 
The Witness: Exported and imported into Canada. 


Mr. Youne: The Americans export to the world and their factory selling 
price is $2.06 and your factory selling price is $3.46 according to your figures. 


Mr. Lane: That is our selling price. 
The Witness: Excluding duty and sales tax. 


By Mr. Young: 
| Q. Here is the manufacturer’s selling price. That is the export price of 
cigarettes in the United States, apart altogether from duties and taxes, $2.06 a 
thousand whereas in Canada it is $3.46. Now, Mr. Miller tells me that out of 
that $3.46 you must take the duty that he pays on the raw leaf that goes into 
the manufactured article?—A. That is right. | 
— Q. Which, I understand, amounts to about 90 cents. That would bring the 
price then to $2.56 instead of $3.46, leaving a difference of 50 cents a thousand 
between the American price and the Canadian price?—A. The sales tax, sir, 
comes off that. 
Q. The sales tax is already taken off?—A. The sales tax— 
Q. That is already allowed for. That would leave a discrepancy of 50 cents 
a thousand between the American manufacturer’s price and the Canadian 
manufacturer’s price. 
Mr. Lane: Your figures are based on the reports of the Department of 
Trade and Commerce. We are not familiar with them at all. We will be glad 
to get them if you wish and submit a memorandum on it. 


By Mr. Sommerville: 

Q. Before you leave I want to have you, the same as for the Imperial, submit 
to the committee a breakdown of the elements entering into the cost of manu- 
facturing one of your brands of cigarettes. I do not want to know the name of 
the brand, but take one of them. Pick out one of your brands of cigarettes. 
Give us the brand that has most United States leaf in it and the one that has 
most Canadian leaf in it, and give us the various elements that go into the 
manufacture of the cigarettes?—A. We will supply that to you, sir. 

Q. And, similarly, two samples of your cut tobacco?—A. You mean the 
figures? 

Q. The figures?—A. You do not want the samples of tobacco? 

Q. Oh, no. 

Mr. Factor: Well, Mr. Sommerville does not smoke. 

The witness retired. 


Cuartes W. Tuomas, called and sworn. 


By Mr. Sommerville: 

-Q. Mr. Thomas, you represent the Canadian Leaf Tobacco Company, 
Limited?—A. Yes, but I am not an officer of the Canadian Leaf Tobacco Com- 
pany. } 
Q. You are not an officer?—A. No, just a buyer of tobacco. 

Q. You are the buyer?—A. Not “the”, one of them. | 
Q. You have been asked to represent them here?—A. Well, I am merely 
down here observing. Mr. Jackson, the head man of our company was up here 

86332—1204 


— 


1838 SPECIAL COMMITTEE 


about two weeks ago, and he understood from either you or Mr. Stevens, I 
think, that we, being packers, possibly would not be called; is that right? 

Q. No—A. I understood that from him. 

Q. At any rate, we have been furnished by the Canadian Leaf Tobacco 
Company through Mr. Jackson, who is the president of the company—?—A, Yes. 

Q. —a financial statement, which was sent from Richmond, Virginia, of 
the past five years. You recognize Mr. Jackson’s letter?—A. Yes. 

Q. Your company is the Canadian branch of the Universal Leaf Tobacco 
Company of the United States?—A. Yes. 

Q. And that is quite a large buying organization, is it not?—A. Well, I do 
not know exactly how large it is, I never asked; for they had been there before 
I came up here. It is one of the largest leaf dealers. 

Q. In the United States?—A. Yes. 

Q. Up here you have a plant at Kingsville?—A. Chatham. 

Q. There you buy leaf and process it?—A. Well— 

Q. What is your method of doing business?—A. Most of the tobacco we 
buy is grown around Delhi. We buy from the Delhi district, ship to Chatham, 
and process it there. 

Q. And then sell it to the manufacturers?—A. Well, most of our— 

Q. Or do you buy it on commission orders from the manufacturers?—A. 
Most of our tobacco is bought on order. 

Q. Bought on order?—A. Yes. 


By Mr. Edwards: 


Q. You do buy some on speculation?—A. I think we have bought some, 
sir. I am not familiar with what it is bought for or who it is bought for. 
Q. You just buy it?—A. That is about it. 


The CuairMAN: He says clearly most of it is bought on order. 
The Witness: Yes, I think so. 


By Mr. Sommerville: 


Q. Are these orders domestic or foreign?—A. Most of them, to the best of 
my knowledge, would be from England. 

Q. From England?—A. Yes. 

Q. Who are the domestic buyers from you?—A. Well, most of these small 
manufacturers, the people who are not large enough to have their own buying 
organizations in the field. ' 

Q. When you refer to that, who are the manufacturers that buy from you 
in Canada?—A. We have supplied the Royal Canadian Tobacco Company, 
Toronto, I think, with some little tobacco, and Grothe. 

Q. Of Montreal?—A. Yes. 

Q. The Macdonald Company?—A. Not to my knowledge, sir. 

Q. The Rock City Company have their own organization?—A. Yes. 

Q. Well now, I observe that for the year ending June 30, 1929, your net 
profits on handling tobacco was $42,594.33, and in that year you handled 585,000 
pounds at an average cost to you of 32-85 cents a pound. This is the statement 
you furnished me with yesterday?—A. Well, I will probably find out more 
about profits here than I will down there, not being an officer, but anyway, if the 
profit was $49,000 odd as you say— 

Q. According to the statement filed, the profit that year was $42,594.33?— 
A. On approximately half a million pounds of tobacco? 

Q. On approximately half a million pounds of tobacco?—A. I think we 
packed more tobacco that year than that. That will be flue-cured tobacco. 
We packed a certain amount of dark and some burley tobacco. 
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Q. Burley and other tobacco as well?—A. Yes. 

Q. But the bulk of your tobacco would be flue-cured?—A. Oh, yes, it would 
now; it would back then, possibly. 

Q. It would then?—A. I would not say, I am not sure, but I do not think the 
bulk was. 

Q. Would you give me a statement then, of your purchases of other than 
flue-cured?—A. All that is flue-cured. 

Q. Will you be good enough to send in a statement showing the purchases 
of tobaco for the years 1929 to 1933 inclusive?—A. Yes. 

Q. Then the next year I observe your profits were $48,571.69 on a purchase 
that year of flue-cured tobacco amounting to 2,319,950 at an average of 32-80 
cents per pound. That was your purchase of flue-cured?—A. Two and a half 
million pounds; if that is there, it is right. 

Q. We shall keep the purchases separate. The profits the second year were 
$48.571.69. In 1931 they appear to be $59,406.34; in 1932, $113,506.12 and in 
1933, $138,199.74. These profits were on the purchases of leaf. There is a 
statement here as to the total amount of leaf handled each year. In the year 
1929 the total amount of leaf handled was 4,433,000 pounds. In 1930, the total 
amount of leaf handled was 2,643,500 pounds; in 1931, 5,042,600; in 1932, 
6,972,500, and in 1933, 7,771,900. Then, I observe in addition to those profits, 
that are shown here, reserves have been set up which amounted to $10,688.28 in 
1929, and they have increased to $68,028.38 in 1933. Your total reserves are 
$68,028.38; plant and equipment was $81,082.56. I think I shall have this 
financial statement copied in the record at this stage. 


The CHarrMaN: That will be exhibit 139. 


Financial statement of the Canadian Leaf Tobacco Company, Limited, 
for the years 1929 to 1983 inclusive filed and marked exhibit 139. 


CANADIAN LEAF TOBACCO COMPANY LTD., CHATHAM, ONTARIO, CANADA 


BALANCE SHEET FOR FIVE YEAR PERIOD ENDING JUNE 30, 1933 


Year ended | Year ended | Year ended | Year ended | Year ended 


Assets . June 30, June 30, June 30, June 30, June 30, 
1933 1932 1931 1930 1929 
$ - ets $ cts $ ©6ets $ = 6cts $ cts 
Current: 
Wag? 19}. Gute gt. 4h MOD RESs bee 12,799 00 | 199,266 98 76,621 74 | 198,058 08 22,262 93 
Accounts receivable................. 147,472 44 | 125,237 02 | 122,356 87 35,440 16 138,160 87 
Inventory—Tobacco................ 574,828 68 | 267,226 11 | 421,044 74 | 240,331 40 246,553 95 
Inventory—Supplies................. 1,875 79 1,040 00 260 00 1,125 00 370 00 
736,975 91 | 592,770 11 | 620,283 35 | 474,954 64 407,347 75 
Fixed: 
WOW. 1a. sae Bo . Sieua ORs Bs ee 4,000 00 4,000 00 4,000 00 4,000 00 4,000 00 
Plant‘and equipments; ... 220. ..2bo4: 81,082 56 79,506 68 19,021 72 77,445 79 59,344 62 
85,082 56 83,506 68 83,321 72 81,445 79 63,344 62 
Ponsioniient-ACCOUNG.. oo ce cen eee eee ee 191--600-33- |~-145;-6146-62-|..... 000.00 cee eee, 
Prepayments: 
Expense on Joint Account............ Ode ee re este en ace Mette eens ae oe Dotl ale 


| I | | 


822,388 35 | 867,877 12 | 849,121 69 | 556,400 43 | 476,409 52 
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CANADIAN LEAF TOBACCO COMPANY LTD., CHATHAM, ONTARIO, CANADA 


BaLANce SHEET ror FIvE YEAR PERIOD ENDING JUNE 30, 1933 


; Year ended | Year ended | Year ended | Year ended | Year ended 
Liabilities June 30, June 30, June 30, June 30, June 30, 
1933 1932 1931 1930 1929 
Se wets. 3: «cts. Se Cts. $ ets. $. cts. 
Current: 
Accounts payanle.. eR, SO: 257,761 24 65,081 14 57,897 77 40,791 92 62,852 49 
Notesipayablegs 12 00..Biwe. apros-goron 60,000 00 | 200,000 00 | 307,000 00 | 215,000 00 | 136,000 00 
317,761 24 | 265,081 14 | 364,897 77 | 255,791 92 | 198,852 49 
COR TR EEE NUOCKS ss 2 cata icpists eae OR has Sn ws 9 200,000 00 | 200,000 00 | 200,000 00 | 200,000 00 | 200,000 00 
Surplus and Undivided Profits.......... 236,552 64 | 128,352 90 | 94,846 78 | 85,440 44 66,868 75 
Joie AbeOUNY Sales! OY Fetes. ce ae koe 46°09 92. DOG US, AGE, ER. , tale Oe ee 
‘Reserves: 
HOY CODLCCIALION Ct... c es sere ae 28 028 38 225842 75 1 207211 B77] 95 46807 10, 688 28 
Fericéntingenciés:! 0200001 ALR, 40,000 00 | 40,000 00 234649}25) serra Seeded (42 AMES 
For, loss.omexchange): besa. bbw albcecin dare PRE 2A CS ae ey ee eee eee a RR oly 
68,028 38 | 82,842 75 | 43,860 52 15,168 07 10,688 28 
CGUSIEMIOGNL ECOUNG... +. comin ah + ceuecuet 6° ua cee 191 "G00" sal l40;0lg Us Tr. oe cee eee 
822,388 35 | 867,877 12 | 849,121 69 | 556,400 43 | 476,409 52 


CANADIAN LEAF TOBACCO COMPANY LTD., CHATHAM, ONTARIO, CANADA 


INCOME AND ExpENSE STATEMENT FOR Five YEAR PERIOD ENDING JUNE 30, 1933 


Year ended | Year ended | Year ended | Year ended | Year ended 


— June 30, June 30, June 380, June 380, June 30, 
1933 1932 1931 1930 1929 
$- - ets: $= ete: $ - ets. $- ets. $ > cts. 
MPEUACCG SHION et acta ieee 1,002,351 98]1,266,049 77/1,080,063 02} 579,772 06) 682,201 79 
Cost of sales including processing........ 808,829 76/1, 202,982 4411,001,564 74) 518,674 41] 653,336 28 
CSTOSS TOME ONGAlee cette wai ometos & Wee 193.022, 22 63,067 33 78,498 28] 61,097 35 28,865 51 
Rehandling charges and miscellaneous..| 234,333 09] 271,560 30) 165,595 40} 108,688 78) 133,044 53 
: 427,855 31] 334,627 63] 244,093 68! 169,786 13] 161,910 04 
Deduct: 
Expenses including depreciation...... 289,655 57| 221,121 51) 184,687 34) 121,214 44) 119,315 71 
TNE EO MOR as tlw ak, ways 138,199 74; 113,506 12} 59,406 34| 48,571 69) 42,594 33 
Number of pounds of tobacco handled 
(OSE SURGE 8 lek tay ae: Ried decree od 7,771,900} 6,972,500} 5,042,600} 2,648,500) 4,433,000 
Profit per pound of tobacco handled 
CEC) Yeates Sas pene anaes 1-78c. 1-18¢. 1-84c. 0-96c. 


1-63c. 


Q. In 1929, according to your statement, you bought 518,500 Ibs. of flue- 
cured at an average of 32.85 a pound. In 19380 you have your figures divided 
into two lots. First you purchased 2,319,950 pounds at an average price of 
32.30, and then culls purchased from the grower, not including the above, -98,319 
pounds, at an average of 2.82 cents a pound. What are culls?—A. Culls would 
be tobacco that—suppose I buy a man’s crop of tobacco, we will say, at an 
average price of 20 cents, we would ask him to throw out all green and black 
or the dead, and that would constitute cull. 

Q. I observe on the first day of 1930, October 6, you bought 8,774,505 at 
an average price of 35.17. This is your statement?—A. Yes. 


PRICE SPREADS AND MASS BUYING 1841 


Q. Do you remember what the high price was that year?—A. The top price, 


‘« 


Q. 1930?—A. Forty cents, I think. 

Q. On that first day you bought on the average of 35 cents. Then, the price 
dropped until on the 22nd October your final purchase of 5,000 was an average of 
Q242—A. Yes. 

Q. In 1931 you bought a total of 1,824,000 pounds, at an average of 23.20 
-cents?—A. Yes. 

Q. In addition you bought some culls from growers, not included in the 
above, 49,900 pounds at an average of 5.88 cents?-—A. Yes. 

Q. On the first day of the market, the 6th October, I observe you bought 
401,000 pounds at an average of 28.35. The top that year was 30 cents?— 
‘A. Yes, that is right. 

Q. I observe that more than half your purchases were at an average better 
than 25 cents. 


The CHarrMAN: What year? 
Mr. SOMMERVILLE: 1931. 


The Witness: You mean half the tobacco we purchased averaged more than 
: 25 cents? 

| 

: 


By Mr. Sommerville: 


Q. Yes. Look at the statement.—A. It possibly did in 1931, yes. 

Q. Look at the remaining figures further down. ‘The next week I observe 
a very sudden drop to 16 cents and thereabouts. How do you account for the 
serious drop at that time, Mr. Thomas? Were you following your competitors, 
or were you affected by the conditions that had been created?—A. In what way 
do you mean? 

Q. In what way do you account for a very serious drop in prices?—A. That 
was the year that there was some of the tobacco that was, what you might say, 
signed up under option by some other growers, and I also thmk—I am not sure— 
but I think the pound sterling had something to do with it, and this drop would 
naturally come about by an inferior quality of tobacco. 

Q. We have had evidence of the 1931 debacle in the market. You know 
of the conditions that prevailed?—A. Yes. 

Q. There was a very sudden drop the second week, and there was a good 
deal of confusion in the minds of the growers, was there not?—A. A little, I 
guess. 

- Q. That is a good deal from a buyer. Let me see that statement again. 

Mr. Senn: I understood the 1931 crop was an exceptionally good crop, 
and now the witness has stated it was an inferior crop. 

Mr. SomMeERvVILLE: The 1932 was the best crop, but 1931 was a good crop. 

The CHAIRMAN: So the other witnesses say. 

The Witness: It was a good crop. 

Mr. SoMMERVILLE: The 1931 crop was a good crop? 


The Witness: Yes. 


By Mr. Senn: 


Q. I understood Mr. Thomas to say one of the reasons for the low price was 
‘the inferior crop?—A. What I mean by that is the tobacco we were buying then 
was not as good as the tobacco we had been buying. There is always a range 
‘from the top to the bottom. 

Q. Earlier in the year?—A. That is right, sir. 
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By Mr. Sommerville: 

Q. We hvwe not got the 1932 figures, but they are contained in the report 
of Mr. Sutherland at page 30. This report shows your total purchase of flue- 
cured to be 4,524,000 pounds at an average of 14:08 cents in 19382?—A. Yes. 

Q. In 1933 the figures you have given me are 1,229,400 pounds at an average 
of 17.56 per pound, and culls from growers not included in the above 513,749 
pounds at 4.47 cents?—A. Yes. | 

Q. That is to say, the good tobacco you bought was 1,229,400 pounds 
and culls were 513,749 pounds?—A. Yes. 


By Mr. Boulanger: 


Q. What do you do with culls?—A. We pack them and try to sell them, 
and do sell some of them. 


Mr. Younc: That is a trade name. 
The Wirnsss: Very inferior tobacco. 


The CHaArRMAN: You were quite successful in selling it too, I should judge 
from your statement. 


By Mr. Sommerville: 

Q. In 1933 you handled a quantity of tobacco for growers, did you not?— 
A. Yes. 

Q. What is the basis upon which you are handling that?—A. We make a 
cash advance when they bring tobacco to us, green weight; that is before it is 
redried, and before the tobacco has been graded, largely, and I think the advance 
will vary from possibly 7 cents up to 10 cents or from 6 to 10, I do not know 
exactly. That is just an advance, and the grower still retains a title to his 
tobacco, and we will sell that tobacco for the grower and with the grower’s 
consent. They have to agree on the price that is made when this tobacco is 
sold, when the grower gets the balance. 

Q. You receive the tobacco?—A. Yes. 

@. Then you grade it?—A. Yes. 

Q. You re-dry it?—A. Yes. 

Q. You pack it in hogsheads in the various grades?—A. Yes. 

Q. And sell it upon those grades?—A. Yes, sir. | 

Q. And when it is sold it is sold at a price that is approved of by the grower? 
—A. Yes. 

Q. In other words, you submit the price to him?—A. Yes, sir. 

Q. Then, what remuneration do you get for your services?—A. We got a 
handling charge. 

Q. What is the handling charge?—A. Our handling charge is $5 a hundred 
on that tobacco. 

(. $5 a hundred on the tobacco?—A. Yes. 


The CuarrMan: Does that include shrinkage? 
The Witness: Yes, that is re-dried weight. 


By Mr. Sommerville: | 

Q. The handling charge is not upon the green weight the farmer delivers to 
you?—A. No, sir. 

. It is on the re-dried weight after it has been made ready for the hogs- 
heads?—A. Yes. } 

@. And the shrinkage is what?—A. It will vary, depending on the grade of 
tobacco, possibly from 10 to 14 per cent. 

(). As much as 14 on flue-cured?—A. I say from 10 or about 114 to 12 
per cent, possibly. 

@. Then, for the services that you render after it is sold you take $5 a 
hundred?—A. Yes. 
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Q. For the charge?—A. Yes. 

Q. I observe that at present you have in hand for the farmers 4,511,640 
pounds of leaf, which you are handling in this way?—A. I think that is correct. 

Q. And that the average advance on this leaf to this date is 8-62 cents to 
the grower?—A. That is right. 


By Mr. Factor: 

Q. May I interject at this point? I have received a complaint from Delhi, 
from one of the growers there, in connection with this transaction, Mr. Thomas. 
After the Imperial Tobacco Company stopped buying, you went to the growers 
and contracted their crops of tobacco last winter?—A. Not necessarily after the 
Imperial stopped, after everybody stopped, as far as we knew. 

Q. You agreed to advance them between 6 and 10 cents per pound?—A. Yes. 

Q. This particular grower tells me you are now coming around and trying 
to get growers to sign up an option on tobacco for 104 cents a pound?—A. Not 
an average; maybe on that particular crop. 

The CuarrMman: Is that the final figure, Mr. Factor? 

Mr. Factor: Yes. 


By Mr. Factor: 

Q. I shall read the letter:— 

....To contract their tobacco with the Canadian Leaf Company, and 
have it processed and gave the growers in advance on their crops from 
6 to 10 cents per pound. Now they are coming around and trying to get 
the growers to sign an option on the tobacco for 104 cents a pound net. 
I have received 9 cents advance on my tobacco; now they say if I sign 
this option and the worst comes to the worst, I will accept 104 cents per 
pound, but they make the growers a promise they will try and get the 
growers more money, but do not give the growers any signed agreement to 
that effect. So now if the growers sign for the amount I have mentioned, 
we cannot expect to collect any more than the option calls for; but they 
promise the growers definitely that they will pay more money, but do not 
guarantee they will now. 

Q. What do you say about this?—A. That is exactly right. 

Q. That is exactly right?—A. Yes, sir. We will try to give them more, but 
there are other folks who have some tobacco also to sell, and if worst comes 
to worst—that is exactly what he said—we would like to be in a position to get 
the growers as much for their tobacco as we possibly can. We do not guarantee 
to get them any price when we sign them up. 


By Mr. Kennedy (Winnipeg): 

Q. Do you give any consideration for such an option; do you pay any 
money, or give any consideration?—A. Absolutely not, sir. 

Q. It is binding on them, but not binding on you?—A. I understood you 
to say, do you pay them to sign these options. 

Q. Do you give any consideration? 

The CHAIRMAN: They have already given them 9 cents. 

The Wirness: We have already advanced them some money on the market. 


By Mr. Kennedy (Winnipeg) : 
Q. That is a consideration?—-A. We have paid that much money. 
Q. It is an option to buy on the market?—A. It is not an option for us to 
buy tobacco, it is an option for us to sell tobacco. 
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By Mr. Factor: rey ae 

Q. I understand that, but is not the system this: that you say you will 
sell the tobacco for at least 104 cents on the market?—A. We might have to 
sell it for that, but we do not intend to sell it for that. 

Q. For the option?—A. For the option. We have a fairly good reputation 
down there and we would like to keep it. To do that we have got to get the 
erowers all the money we can. We do not intend to take advantage of a man. 
I do not know what the associations’ prices are, but I think our prices that we 
are offering for tobacco will compare very favourably to those of the association. 


By Mr. Sommerville: 

Q. In this case you are acting as agent for the grower; you are grading it, 
treating it, you are going to sell it in the market?—A. Absolutely, sir. 

Q. In this particular instance this man has received 9 cents already on his 
tobacco, and he gives you an option to sell at 105 cents; and you charge him 5 
cents a pound for treating it—he owes you money, doesn’t he?—A. No, that 
means above. 

Q. That is, 104 cents over and above all charges?—A. Yes, sir. 

Q. In other words, it is 154 cents; or perhaps there are other charges in 
addition to the five cents?—A. With the exception of the broker’s commission 
in England, and I do not know what that is exactly; and the interest charge—it 
is the same plan as the two associations have with the government for financing 
their tobacco along these lines. 


By the Charman: . 
Q. Before you get away from that: is not that 5 cents a pound a pretty 
stiff charge?—A. Well, I could not tell you exactly what it costs to re-dry 
tobacco, Mr. Stevens. 


Q. Yes, now, I am taking it that you have deducted the evaporation—the ~ 


loss in re-drying— from the farmer’s weight; you do not credit him with his 
ereen weight, you credit him with the re-dried weight?—A. If we charged him, 
the green weight, it would be more, possibly 125 per cent. 

Q. But if a farmer had 10,000 pounds of tobacco, and assuming that there 
is a 10 per cent shrinkage, you would credit him with 9,000 pounds of tobacco? 
--A. That: is. trent: 

Q. Then you would charge him 5 cents a pound on that for processing or 
treating. 

By Mr. Senn: 
Q. On the 9,000 pounds or on the 10,000 pounds?—A. On the 9,000 pounds. 


By the Chairman: 

Q. On the 9,000 pounds, that is all right; that would be $4.50 instead of 
$5.00. But you only pay him 9 cents a pound on 9,000 pounds?—A. No sir, we 
paid him green weight when he delivered his tobacco at our factory. 

Q. You paid him 9 cents a pound on the 10,000 pounds?—A. Yes. 


By Mr. Young: 

Q. When you make final settlement, is that on the green weight basis?— 
A. That is on the green weight. 

Q. The farmer is going to get paid for green weight in the end?—A. Yes, 
sir, this option about which Mr. Factor speaks means green weight at the farm. 

Q. And the 5 cents you are collecting is going to be added in paying for 
this water you dry out; you are going to pay for it. 

Mr. SoMMERVILLE: No. 


| 
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The Wirness: Paying for the water; we don’t. We advance him 9 cents 
a pound. 


By Mr. Sommerville: 
@. He is getting a price from the purchaser, and he gets a cents irrespective 


‘of what the purchaser pays?—-A. There is a set charge for handling. 


@. And the other charge based on the “igh weight?—A. Yes, sir, that is 
right. 
By Mr. Young: 
Q. That is a set charge, but on this basis the farmer is going to get 104 


‘cents for his green weight?—A. That is right. 


@. And if you sell the tobacco for 12 cents, over the price you named him; 
if you get 12 cents he is going to get his 12 cents on the green weight?—A. 
We are selling dried weight, but it is averaged back. 

Mr. Epwarps: I do not think you would get that 12 cents on green weight. 

Mr. Youne: It said so. 

The CHAIRMAN: Oh, no. 


By Mr. Factor: 

@. Where does the handling charge come in?—A. Well, under this option 
we pay him 9 cents for his tobacco when he brings it in, but after processing 
and handling it will probably average about 18 cents in the hogshead and 
average back more than about 10 cents to the grower. 


By the Chairman: 

Q. After you deduct your $5?—A. Yes, sir. 

Q. Plus shrinkage?—A. Yes, sir. 

Q. Then the handling, including the loss in weight, cost the farmer about 8 
cents a pound?—A. About 6 cents I should imagine. I do not think it would 
be quite 8 cents. 

Q. Darned near it. Well, that is a pretty stiff AR ima $5 a hundred. 

Q. Yes. The farmer it seems to me is getting the short end of it again. 


By Mr. Senn: 

Q. How do these prices compare with the prices of the other associations 
that are being financed by the banks?—A. I think we were the first up here. 
Although we charge $5 a hundred there—I think we were buying tobacco for 
the Tillsonburg Association in Tillsonburg and we bought over a contract which 


called for $5 a hundred for handling tobacco. 


By Mr. Sommerville: 
Q. Yes, but you have handled it for less money than that?—-A. Yes, we 
have handled it for less—where we get large: quantities from one individual. 


By Mr. Edwards: 
Q. In addition to the 5 cents the farmer also has his carrying charges while 
it is in your barn?—A. He has to pay storage and insurance. 
Q. That does away with your financing through the bank, presuming you 


bought a crop?—A, Yes, sir, if we bought his crop. 


By Mr. Sommerville: 
Q. Perhaps you can file with this committee a statement showing the cost 


of handling that tobacco, breaking it down, Your actual cost?—-A, Well, Mr. 


Sommerville, if I might: in handling tobacco I know this much that, we will 
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say the handling cost is $5 a hundred for a quantity of half a million pounds 
or a million pounds of tobacco; but if you had to start up your plant, I do not 
think you could handle tobacco for $7 a hundred. TRY, 

Q. But you got four and a half million pounds there?—A. That is right. 

Q. And with that volume your costs ought to be substantially less than 
$5?—A. But we did not know we would get four and a half million pounds. 
We did not know whether we would get half a million, or a million, or how 
much. 

Q. But you have been following this practice for some years, have you 
not?—A. In 1932 I think we processed some tobacco for Mr. Kingstone, one 
or two crops; and for Mr. Gregory one or two crops; and in 1931 we processed 
some tobacco for Mr. Leitch, and I think some for Mr. Scythes. 


By the Chairman: 

Q. But you are only operating in a large way this past year?—A. We did 
not have many orders. Our orders amounted to but very little, and there was a 
lot of tobacco in the country, and we were out on our own to buy tobacco and 
speculate, and you might have to pay a little less than what you would like to 
and it might tend to demoralize things. We tried to do our bit in the market 
and stabilize as much as we could. I might mention here that we have had 
an opportunity to buy out some of these contracts at that price, and the growers 
have been to us to sell them, but we have not bought them. 


By Mr. Factor: 


Q. When do you make the advance to the grower?—A. When he brings 
in his tobacco. 

Q. And what he gets— -—A. Depends on the quality of the tobacco. 

@. When does he get the balance?—A. When it is sold. 


By Mr. Edwards: 

Q. Is not that really co-operative selling on a commission basis; that is what 
you are doing?—A. That is right. We are handling tobacco for the farmers just 
like the associations. 

(). In other words, they are carrying the stock with you instead of selling it 
outright, hoping to get a better price?—A. That is right. 


By Mr. Young: 

(. When you take the farmer’s tobacco you give him so much money, 
you also give him some kind of a statement?—A. A contract. 

Q. What does the contract say?—A. I do not exactly remember the wording 
of it, I wish I had one here. 

(). Does it describe the tobacco you take in?—A. No sir, it does not 
describe it. 

Q. You say you are going to pay him according to grade. Do you keep his 
tobacco separate?—A. After we grade the tobacco, we send the farmer the 
grade—so many pounds of this particular grade, and so many pounds of another 
grade. 

Q. You are really taking it in on grade?—A. We take in the whole crop, 
regardless of whether it is the best grade or one of the poorest. 

Q. Yes, but you take it on grade; you grade each shipment as it comes in— 
so many pounds of one, so many pounds of the other, and so on?—A. Maybe 
this will make it a little simpler: we take in a crop for 30,000 pounds from a 
grower; we advance the grower we will say 8 cents; we grade that crop of 
tobacco in the factory and out of the 30,000 pounds we might get so many 
pounds of this grade, so many pounds of that, or so many of this, and so on; 
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and then we will give the grower a grade sheet showing the grower exactly how 
many pounds of tobacco he had in each particular grade. 

Q. Then you have this contract to buy tobacco on grade, according to 
grade; it is to be sold on grade?—A. Yes, sir. 


By Mr. Edwards: 
Q. It has to be sold on grade?—A. Yes, sir. 
Q. Why would it not be practical, Mr. Young asks, to buy it on grade?— 
A. Do you mean, buy it by the hogshead? 


By Mr. Young: 


Q. I mean, when you buy a farmer’s tobacco is it practicable to buy it 
in this way: so many pounds of one grade, so many pounds of another, and 
so many pounds of another, and so on; is it possible to buy that way, is it 
practical?—A. No, sir, I do not think so. 

Q. Are you doing it?—A. We do it in the factory still, but a farmer—maybe 
he will strip his crop in two grades, or one grade; maybe this particular farmer 
is a good stripper, he might have a medium or a good crop of tobacco, and he 
might put out a grade of tobacco that we will say is good or bright; but a 
good many others pull the leaf in such a way as to hurt the grade. 

Q. I do not want to take the farmer’s grade, but it is practicable for the 
farmer to bring in the tobacco load by load after load, and you grade it as 
you buy; is that practicable?—A. I could not say, sir; it might be. 

Q. You are practically doing it? 


By the Chairman: 


Q. Of course, the point of the whole thing is this: the farmer accepts your 
grade anyway?—A. Yes, sir. 

Q. There is no supervisor or inspector?—A. Well, no, sir. We ask the 
farmers to come in when we grade the tobacco, but it has to be left in our 
hands. 

Q. Your judgment determines the grade?—A. Yes, sir. 

Q. Well, it can be sold that way?—A. It might be. 

Q. It is being sold that way, you are doing it?—A. We are trying to do it. 
I do not think we have sold any of it yet; when it is sold that is the way it 
will be sold. 


By Mr. Kennedy (Peace River): 
Q. What grades do you use?—A. You mean, the names of the grades? 


By Mr. Sommerville: 

Q. I think there are 16 of them and they are set out in the Sutherland 
report?—A. Our grades vary, they change from year to year. It might be that 
sometimes we would use numbered grades, and at others we might use letters. 

Mr. Kennepy (Peace River): Do you use numbers, 1-2-3-4-5-6, or do you 
use any particular name? 

The Cuatrman: Such as “fancy,” “good,” “medium ” and so on. 

Mr. SommervittE: On page 36 of the Sutherland report there is a list of 
12 or 15 grades—A, B, C, D, E and F; that is the consolidated grading which 
gives an idea of the type of grading that is done—whatever that means. 

The Witness: I think A would be the best grade, B the next and so on, 
down. 

By Mr. Young: 

Q. And the farmers seem to be pretty well satisfied with that way of doing 
it, don’t they?—A. I believe the farmers would rather sell tobacco green at the 
farm, providing the price was within reason. 
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Q. But these other buyers buy on the average of the crop?—A. Yes, and he 
gets his money for it when he brings it in; and he would rather do that than 
wait—we do not know how long they will have to wait. 


By Mr. Senn: 


Q. I think it will be of interest if the witness would file a copy of the 
contract that he has with the farmer?—A. I do not think I have one with me. 


By the Chairman: 
Q. Will you see that a copy is forwarded to us?—A. Absolutely, I will. 


By Mr. Sommerville: 

Q. And a statement showing the break-down of the cost of treating and 
processing this tobacco?—-A. You mean that particular lot. 

Q. This year’s lot?—A. Yes. 

The CHarrMAN: Thank you Mr. Thomas. 

The Witness was discharged. 

Mr. Boutancer: Before we close, there is a little matter I would like to 
bring up. One of the witnesses we heard last Thursday, Mr. Frenette, wrote 
me a letter of explanation. I have translated it the best I could, and I have 
sent a copy to all members of the committee. 

The CuHarrMAN: Was it a correction? 


Mr. Boutancsr: It is rather an explanation of his evidence; and I wonder 
if there would be any objection to having that letter included in the minutes. 

The Cuatrman: I do not think so, no. It is quite all right, Mr. Boulanger. 
Mr. Boulanger filed a letter from Mr. Charles Frenette, reading as follows:— 

Monsieur Oscar Boulanger, M_P., 

Chambre des Communes, 

Ottawa. 

Cher Ami, | 

Au sujet de mon rapport devant le Comité d’Enquéte concernant le 
tabac. Le Comité peut étre resté sur l'impression qu’il y a beaucoup 
de profit et c’est pourquoi je vous envoie tous ces détails: 

La moyenne du tabac acheté est de 0-054 et je n’ai jamais calculé 
au juste la préparation qui est de 0-02 & 0-03, le fret que l’on paie pour 
St-Charles 0-75 pour 100 Ibs, ce tabac ne se vend pas & St-Charles et 
la moyenne du fret payé pour shipper ce tabac aux clients est encore de 
0-75 a 1-00 du cent. Dans une récolte on est obligé d’en perdre en le 
classifiant au moins de 10 & 15%. Ces tabacs sont vendus 4 crédit avec 
un deélai dont le minimum est de 90 jours souvent 6 mois et beaucoup 
ne paie pas du tout. La vente du tabac par les voyageurs cofite au moins 
0-02 la livre. Il y a & part cela toutes les dépenses de bureau, les frais 
de voyage pour voir & l’achat et beaucoup d’autres dépenses que ¢a en- 
traine dont ce serait un peu long & énumérer. 

Done dans les circonstances nous vivons trés pauvrement avec ce 
commerce, et forcé a discontinuer ou A étre ruiné si les choses ne chan- 
gent pas. 

Si vous trouvez opportun de donner ce rapport au Comité, veuillez 
le faire s’il vous plait, je vous serais trés obligé. 

Toujours & votre service, 
Chas. FRENETTE, 
par B. 
P.S.—Je faisais le commerce de Cigares et la compétition que nous avons 
eu de la Royale Tobacco m’a foreé de discontinuer. Les clients sont 
forcés d’acheter double et le pourquoi le Comité le sait. 
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The CuarrmMan: Are there any other witnesses you wish to call, Mr. 
Sommerville? 

Mr. SoMMERVILLE: I think not this morning. 

The CHAIRMAN: We will meet again this afternoon at half past three. 


The Committee adjourned at 12.35 p.m. to meet again this day at 3.30 p.m. 


AFTERNOON SESSION 


The Committee resumed at 3.30 o’clock. 


The CHAIRMAN: Order, gentlemen. Mr. Boulanger has asked that a letter 
from Mr. Frenette should be read into the record. Will you read that, for us, 
Mr. Clerk? It can be incorporated in the record. 


The CuerK: (Reading): 
‘CHARLES FRENETTE 


WHOLESALE TOBACCO MERCHANT 
St. CHarues, May 11, 1934, 
County of Bellechasse. 
Mr. Oscar BouLaAncer, M.P., 
House of Commons, 
Ottawa. 

Drar FRIEND —With regard to my testimony about tobacco before your 
investigation Committee, you may have remained under the impression that I 
might make great profits, and for this reason I send you the following par- 
ticulars. 

The average price of the tobacco which is purchased is -054, and I have 
never figured out exactly the cost of preparation which is from -02 to :03, the 
freight to St. Charles, which is -75 per 100 pounds and the freight from St. 
Charles to my clients, costs another -75 per 100 pounds, as this tobacco is not 
sold at St. Charles the average loss in bundling and classifying is at least from 
10 to 15 per cent. This tobacco is sold on credit at a minimum of 90 days, and 
extending often to six months, and many clients do not pay at all. The sale of 
the tobacco by travelling salesmen costs at least -02 a pound. In addition to 
that there are the office expenses, travelling expenses for the purpose of purchas- 
ing, and many other incident expenses, which it would be too long to enumerate 
in detail. 

Under the circumstances we live very poorly with that business, and if this 
does not change we will be forced to discontinue, or we will be ruined. 

If you deem it advisable to give these explanations to the Committee, will 
you please do it and I will be very obliged to you. 


Always at your service, 


< (S.) CHARLES FRENETTE, 
P.S.—I used to trade in cigars, but the competition which was made by the 
Royal Tobacco (evidently he means the Imperial Tobacco) has forced me to 


discontinue. Clients are forced to purchase double quantity and the Committee 
know about that. 
C.F. 


Mr. SomMervitLE: I will call Mr. Hughes of the Grothe Company. 
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JOHN Hucues, called and sworn. 


By Mr. Sommerville: 

Q. Mr. Hughes, what is your position in the company?—A. Secretary- 
treasurer. 

Q. Secretary-treasurer of what company?—A. L. O. Grothe Limited. 

@. And your company are manufacturers of tobacco, located in the city of 
Montreal’?—A. Cigars, cigarettes and tobacco. 

@. You have been in business for a long period of years?—A. Been in 
business for about 55 years, but in cigars only until about three years, ago. 

Q. Three years ago you went into the manufacture of cigarettes and— 
—A. Cigarettes and tobaccos. 

Q. Cut tobaccos?—A. Yes, cut tobaccos. 

Q. The business has been conducted by Grothe, the father, and then by his 
sons?—A. By the sons. 

Q. During the period of some fifty odd years?—A. Yes. 

Q. At the present time you have a full line of cigars, cigarettes and 
tobaccos?—A. That is right. 

Q@. We are dealing at the present time with some of the merchandising 
practices in the tobacco industry. As secretary-treasurer of that company, I 
want to ask you if you are familiar with the merchandising practices with which 
you meet in your trade?—A. Quite so. 

Q. Do you do business throughout Canada?—A. Throughout Canada, from 
coast to coast.’ 

@. Perhaps you will be good enough to tell the members of the committee 
what are the practices that you have found militating against the development 
of your business for those years that you are familiar with?—A. Pardon me for 
just getting things in order for a second, first. 

Q. That is all right. Will you just speak up, so that the members at the 
end of the table may hear just what you say?—A. Yes, I will. First of all, I 
would like to express myself on behalf of our establishment as being absolutely 
in favour of price maintenance. I would not like the impression to become 
known amongst the trade that because our big competitors express themselves 
in that behalf, that we are opposed to it, because the contrary is the truth. We 
have always been in favour of price maintenance in the interests of the trade 
in general; and we have always tried to contribute in every way we could to 
see that it was carried out. I also received a telegram last night on arriving 
at the hotel, from the secretary of the Montreal Tobacco Retailers’ Association, 
approving of our help in the past. Just of recent months we have had occasion 
to co-operate with them to stamp out or practically stamp out a grievance 
among the trade in general, which was really becoming very grievous and detri- 
mental to the whole trade. I might mention that this telegram was absolutely 
unsolicited. . 

Q. Yes, I understand?—A. I always have in my mind when you solicit 
something you can expect what kind of answer you get back. 

Q. At any rate, you do support and your company: has supported a price 
maintenance plan, as being the best method of merchandising in your industry? 
—A. Absolutely. 

Q. And that has been your experience for years?—A. Absolutely. 

Q. In your price maintenance plan, what allowance do you make to. the 
jobber?—A. Well, the jobbers work on a 10 per cent basis. 

@. What allowance is made to the retailer?—A. The direct retailer who 
buys at the same price as the jobber, works on the basis of about 23 per cent, 
more or less; and the indirect retailer who buys through the jobber works on a 
basis of about 13 per cent. 
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@. Has that 13 per cent been the percentage of allowance to him for some 
years, or has it been reduced to that?—A. It is the generally accepted allow- 
ance amongst the trade, and has been for years. I think on cigars it is a little 
better than that, not an awful lot, but a little better. But on cigarettes and 
tobacco it is that. 

@. May I ask you this, Mr. Hughes: When the excise duty was reduced 


from $6 to $4 on cigarettes, was there really any reduction by the manufacturers 


in the price of cigarettes, beyond the reduction of the tax?—A. Not for ourselves. 
We didn’t. We remitted what we received, and that was all. 

Q. You remitted what you received, and that was all. That is, you 
reduced— -—A. Reduced the price in proportion of the exact amount of rebate 
of tax we received—reduction in tax. 

Q. And that was on the excise, $2; and on the sales tax it was 12 cents?— 
A. 12 cents. 

Q@. So that the reduction that was made by your company was a reduction 
of $2.12 to the jobber?—A. Well, it may have been $2.13. I am not sure exactly. 
But there is a fraction of a cent that enters into the sales tax that you can’t 
very well split. 

Q. So that the reduction of $2.13 may have been just the passing on of the 


exact amount of the tax?—-A. That is what we considered it. 


Q. That is the way you considered it?—A. Yes. 

Q. Is that the condition that existed throughout the industry; other com- 
panies did the same?—A. I can’t very well speak for others, but I know they 
were selling merchandise at the same price we were before, and are selling at 
the same price to-day, so it must apply, I imagine. 

Q. Then there was a reduction in a large number of the brands of cigarettes 
to the extent of $2.50 a thousand?—A. That is right. 

Q. And the $2.12 or $2.13 was the reduction brought about by the tax. By 
whom was the 37 cent reduction borne?—A. Well, seeing as we didn’t take it, 
it must have been the dealers. 

Q. That is to say, there was not anything that came out of the various manu- 
facturers?—A. I might mention this, if I might be allowed to elaborate on it: 
The percentage to the tradé was slightly increased, a fraction. That is the per- 
centage of profit on the actual sale, both as regards the Jobber and the retailer, 
I believe also. But in actual dollars and cents, naturally they suffered a little. 

Q. That is, the reduction in price may have given them a fractional increase 
in percentage?—A. Yes. 

Q. But in actual dollars and cents they did suffer to the extent of 37 cents 
a thousand, at least?—A. Well, that is they suffered on the actual profit, in 
dollars and cents profit per thousand cigarettes; but then again I think it has 
been somewhat offset by the fact that cigarette consumption has slightly in- 
creased since that time. 

Q. The hope was that it would be increased?—-A. That was the object. 


By the Chairman: 
Q. Might I interrupt; your point, as I understand it, is that the percentage 


of profit to the jobber and to the retailer was maintained?—A. Slightly in- 


creased. 


Q. Although the actual dollar value of the percentage might be lessened ?— 


A. That is right. 


By Mr. Ilsley: 
Q. The manufacturer got just as much for his cigarettes and got the benefit 


of the increased consumption, didn’t he?—A. That is right. 
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By Mr. Sommerville: 

Q. That applies to the cigarettes. What reduction took place in the cut 
tobacco?——-A. Well, on the cut tobacco and popular lines in general, some prices 
were reduced and other prices were increased. In the case of some lines where 
they continued to put booklets of papers in, they reduced the quantity of to- 
bacco per package and continued with the booklet, and increased the price per 
pound; whereas in other lines the booklets were taken out and the quantity of - 
tobacco increased to maintain the 10 cent unit price to the consumer. 

Q. That was the method adopted with respect to cut tobaccos?—A. Yes. 

Q. What is the price or the amount of the cost of the booklets per pound?— 
A. Naturally they would vary, depending upon the quantity you bought and the 
type of paper. Some were more expensive than others. I figure in our case 
booklets were costing us five or six cents to the pound of tobacco. There are 
different types of paper. Some are more costly than others. 

Q. You say they cost five to six cents a pound?—A. That is what we figure. 

Q. That is per pound of tobacco?—A. Yes. 

Q. And when they were taken out, the tobacco was reduced in price to that 
extent?—A. The reduction in price was not altogether offset by the papers, but 
we figure by packing fifteens instead of sixteens there was a little less labour 
attached—one package less per pound. Your packing materials were a little less. 
We figured it about evened up. 

Q. You packed one-fifteenth of a pound instead of one-sixteenth of a pound? 
—A. Yes. : 

Q. In that way the reduction was effected?—A. Yes. 


Mr. Facror: There was also a two-cent tax put on these. 
The Witness: On the booklets, yes. 


By Mr. Sommerville: 


Q. On the booklets that were left in?—A. On the booklets that were left in 
there was a two cents per booklet tax. 

Q. But in the majority of the brands the booklets were taken out, weren’t 
they?—A. Yes, I would say the majority. . 

Q. Was it not a fact, in general, that each manufacturer kept one or two 
brands with booklets in, but removed them from the balance of his brands?—A. 
I don’t know what others do. I know in our case we have only two brands, to 
begin with. We kept them in one and took them out of the other. Our experi- 
ence has been that the one without them has been the one that sells, and I 
think that is general amongst the trade, in general. 

Q. Can you give us your quantities of leaf that you have purchased; have 
you come prepared with that?—-A. You mean flue-cured? 

Q. Flue-cured, yes. You don’t buy direct in your company?—A. Not from 
the grower. 

Q. With your flue-cured, you buy from the packers?—A. From the packers. 

Q. Or the processing companies?—A. That is the idea. 

Q. And on your cigar, you buy from whom?—A. We buy from the co-opera- 
tive companies, St. Jacques; we also buy a little from the co-operative St. 
Cesaire, not an awful lot. Then, of course, there is our Havana tobacco. 

Q. That is imported?—A. Yes, but I am speaking about domestic tobaccos. 

Q. Perhaps you will be good enough to tell us your quantities?—A. Of flue- 
cured? 

Q. Yes?—A. In 1931 we had a contract, through special order, through the 
Canadian Leaf Tobacco Company, Limited, for 298,147 pounds, green weight; 
also through the Consolidated Leaf of Kingsville, 328,983 pounds, green weight. 

Q. At an average price of what?—A. The average price to the Consolidated 
Leaf was 291 cents per pound; and the average price to the Canadian Leaf was 
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24-69 a pound, making a general average on the two purchases of 27 cents per 
nound. That is of the 1931 crop. 

Q. That was purchased at the close of the crop season?—A. Well, at the 
beginning of the purchasing season. Our order was in at the opening of the 
season. 

Q. That was 1931. What about 1932?—A. In 1932 we didn’t purchase 
through contract. We were advised by the packers that there was a big crop, and 
they advised us to wait, that our requirements could be amply taken care of 
later on, which we did. Later on in the year, during the year 1933, we bought 
374 hogsheads from the Canadian Leaf Company, 334,841 pounds, dry weight. 
We also purchased from the Norfolk Leaf 99 hogsheads, with a weight of 86,470 
pounds, dry weight. 

@. Dry weight?—A. Yes. From the Canadian Leaf we purchased at an 
average price, in the hogshead, at 31 cents per pound, and the Norfolk Leaf at 
27 cents a pound, dry weight. 

Q. Dry weight; and that was of the 1932 crop?—A. Yes. 

Q. We have already heard that the average of that crop was about 16 cents, 
green?—A. Yes, green. 

Q. Then what about 1933?—A. 1933, we purchased through contract again 
with Canadian Leaf, green weight, 342,462 pounds at an average price of 20.31. 

Q. That is the total purchases for 1933. I think the only other average we 
had given us here was 19.3 by the Imperial?—A. I don’t remember off-hand. 

Q. Then, Mr. Hughes, what quantities have you on hand, in storage, of 
domestic leaf?—A. Well, I didn’t exactly bring the inventory of that, but I 
would estimate that we probably have about 800,000 pounds. 

@. About 800,000 pounds?—A. Including the 1933 purchases. There are a 
few odd lots that we bought outside of this, that I have not got a record of 
here, just small lots, off and on. 

; Q. What are your usings of Canadian domestic leaf, Canadian flue-cured 
leaf? Perhaps you can give us that approximately ?—A. I would say, roughly 
speaking, probably about 450,000 pounds. 

Q. A year?—A. During the year 1933, the calendar year. 

@. In connection with the sale of your products, perhaps you will tell the 
committee just what the practices are that you have found affect the develop- 

ment of your business?—A. With your permission, if I may, before going into 
that, if I might pass a remark or two—I have been keeping a note of different 
things that passed since this committee has been sitting, and there are one or 
two impressions that I fear may have been caused, that I would like to have an 

opportunity of correcting, if I may. 

Q. Very well?—A. To begin with, it has been mentioned on many occasions 
here that the Imperial purchased the cream of the crop. Naturally this impres- 
sion being spread amongst the consumers, would probably lead them to think 
that for that reason they are able to turn out better merchandise. I would like 
to point to our average price of purchases as an indication that we have not 
been buying poor tobacco. For the 1931 crop, when we first became interested 
In this game, I have not heard any such average price mentioned as what we 
‘paid, because we were interested in cigarettes until at that time; and we gave 
Specific instructions to the Canadian Leaf and Consolidated Leaf to buy the 
cream of the crops. That is one impression I would like to correct. 


By the Chairman: 


Q. As a matter of fact, would you say what you received was, shall I say, 
good or better or good or fancy?—A. Yes, I would believe it is the best that 
was to be procurable. As a matter of fact, of course you understand that from 
every packing, when you buy the crop run, you always get a certain percentage 
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of lower grades of tobacco which we, on account of not having any use for it, 
have disposed of, sold. 

Mr. Kennepy (Peace-River): Is the price you paid filed? 

Mr. SOMMERVILLE: They have been given in evidence. . 

The Wirness: I may be stepping on dangerous ground when I approach 
this question of the 20 cent duty on tobacco sold in the leaf, but I do not think 
that the committee has really had a proper impression of that affair. To be 
quite frank with you, the matter has been under consideration for some time. 
- There was a meeting held during last winter some time in which it has thoroughly 
discussed, with the sole object of trying to help the Quebec tobacco industry. 


By Mr. Ilsley: 
Q. A meeting of whom?—A. Farmers, packers and manufacturers. 
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By Mr. Boulanger: 


Q. Who convened the meeting? Who called the meeting?—A. I just don’t 
remember off-hand now, to tell you the truth. I think it was one of the packing 
houses that were very much interested in the affair. At that time we were not 
interested in that kind of tobacco because we were not making any—we were 
not selling any cut pipe tobacco of Quebec origin. But at the same time, if 
you look at the past experience of the Quebec tobacco industry from the growers’ 
standpoint, his position to-day is due to an absolutely declining market. At 
one time he was permitted to dispose of a large percentage of his crop because 
the cigar industry was prospering, for one thing. Besides that, there was a 
certain quantity of that tobacco being sold packaged, by manufacturers. Well, 
the cigar industry, owing to the depression, I suppose, started to slide off. He 
had less call for his tobacco, and I suppose to try and dispose of surplus crops 
he started this selling inthe leaf. I admit that it has always been done, but not 
to the extent that it is done to-day. Naturally it has had the effect of the 
manufacturers losing interest in the product. At the present time their tobacco 
is being sold practically on the local market in leaf form; whereas if something 
was done to restrict the sale of that tobacco in leaf form on the local market, the 
manufacturers would be interested to get behind it and try and sell it in a 
Dominion-wide market, the same as other Canadian tobaccos are being sold. 
I am not trying to influence you in any way, but I think that that matter really 
needs more thought than what has been brought out or the views that have been 
submitted on it. 


By Mr. Sommerville: 


@. You say that the price has fallen from 15 cents to 3 or 4 cents, and 

it has been due to the fact that sale has been confined to the local market?— 
A. That is the idea. , 
Q. And the fact that the manufacturers are not interested because of the 
nature of the competition?—A. That is right. Up to four years ago we ran 
our own packing house for cigar tobaccos, and right up to that time we paid 
as high as 34 cents a pound to the farmer for his tobacco. 

Q. For the same kind of tobacco that is to-day being sold at 4 cents?— 
A. Absolutely. 

Q. How do you account for that drop from that very big price to the 
very low price of to-day?—-A. Those prices were being paid around 1919 and 
1920 when cigar consumption was about three times what it is to-day. That 
is one thing. You know, there is nothing like supply and demand to keep 
the prices up. 
am Your cigars were more largely in demand than at present?—-A. Abso- 
utely. 
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Q. In 1930 you had a price of 15 cents, and from that time it has slipped 
down very steadily, has it not?—A. Very steadily, practically so little demand 
for it now, that is why. 


By the Chairman: 

Q. Have you any statistics to show the increase in the sale of tobacco 
in the leaf?—A. No, no real statistics, no. 

Q. Any estimate? For instance, did the conference of which you spoke 
arrive at any estimate?—-A. None, to tell you the truth, or I would have gone 
into it in such detail as maybe others who were more interested in the branch 
have. Up until two months ago we never tried to market any such tobacco. 
I do know, for instance, it is being abused. I have had a storekeeper in 
Montreal tell me he has regular customers who come in and buy that tobacco 

twenty pounds at a time, and take it out and make cigars and sell them with- 

- out paying duty on it, selling contraband cigars. I would imagine quite a lot 
has been taken care of that way. Then again other quantities of it are being 
sold as cut tobacco without any duty being paid on it. 

Q. Have you any suggestion where the line should be drawn between the 
legitimate sale of the leaf, according to ancient custom, and this compara- 
tively new method of surreptitious merchandise?—A. Well, Mr. Boulanger raised 
the point the other day that the farmers had always been used to smoking his 
leaf tobacco, and it would be a shame to restrict him from that at the present 
time. I do not think the manufacturers had that in mind at all. I remember 
distinctly that it was brought out quite clearly, I think in your own discussion, 
the farmers could grow tobacco for their own use, and they would not be 
subject to the tax of 20 cents a pound; and besides that, the tax of 20 cents 
a pound would not apply when it was sold to manufacturers for further man- 
ipulation on which he would pay the regular excise stamp duty of 20 cents 
a pound. 


By Mr. Boulanger: 

Q. What about the working man who has no land?—A. We tried to— 

Q. He likes to smoke tobacco?—A. We are trying to give employment. 
If we can sell that manufactured tobacco, we would give more employment. 
If the working man has more employment, he would be willing to pay a few 
cents more for his tobacco. If he has no work, he cannot buy tobacco. 

The CHAIRMAN: He gets it free, if he is on relief, I think. 

WITNESS: I mentioned a moment ago we have always been in favour 
of price maintenance. I would like to add to that that I am also more or 
less in favour of the present methods of distribution as used in connection 
with the tobacco trade in general. I know lots of objections can be raised 
to why you should sell one man’s product and not another’s, and there are 
many reasons that can be given for it. Some of them are probably worthy 
of consideration, others not. But you know, there is one thing that is very 
important in the sale of tobaccos, and that is that they reach the consumer 
in good condition. For that reason we have always been more or less in 
favour of confining distribution within reason, to the wholesalers, because in 
that way the retailer buys his supplies more often, and they do not have the 
chance to lie on the shelves any great length of time and dry out, and reach 
the consumer in such a condition that he becomes prejudiced against that 

brand. Besides that, there are so many retailers that you could never con- 
sider trying to reach direct. There is always bound to be some that you 
cannot possibly consider, who would not buy in sufficiently large quantities, 
and your margins on tobacco products do not permit him—that is, ourselves, 
I do not know about others—to sell in small quantities; so that the method 
of distribution at present in use for me is ideal for the tobacco trade. I should 
like to go on record as being absolutely in favour of it. 
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By Mr. Factor: 

Q. What line of distinction do you draw between the retailer who sells 
direct and the retailer that you will force to buy through the jobber—what are 
the qualifications?—A. Well, we try to base our decision in that as to whether 
or not location, for one thing, warrants it being sold direct. If it is a good 
location, whether he has a good turnover or your goods are going to turn over 
quicker and not deteriorate on the shelves. Naturally, a man’s credit is 
another feature which enters into it. There are many things. 

@. Do you ever refuse to sell direct to the retailer or an intending pur- 
chaser who wants to pay for the goods in cash?—-A. I guess we have. I do not 
remember any particular incident, but I would not be surprised if we had at 
one time or another. 


By Mr. Sommerville: 
Q. You endeavour to support the Distributors’ Association in various 
provinces?—A. Yes, but we are not dictated to by them. 
Q. No, I understand you; but you endeavour to support that method of 
distribution?—A. Surely. 
Q. Through them?—A. Surely. 
@. And limit your direct customers in each province?—-A. That is the idea. 


By Mr. Factor: 
Q. Have you ever refused to supply a jobber who does not comply—.—A. 
Yes, if he cuts prices or supplies cut prices. That is about the only means at our 
disposal to enforce price maintenance. 


By Mr. Sommerville: 
Q. That is one of the incidents of the price maintenance plan?—A. That 
is the idea. 
Q. That is about the only measure of enforcement you have at your disposal. 
Mr. Factor: The jobber who is willing to maintain prices does not neces- 
sarily have to belong to the association? 
The Witness: Not at all; no. 


By the Chairman: 
(. There is no question about that?—A. None whatever. 
@. I should like you to make that very emphatic—A. None whatever. A 
jobber does not necessarily have to belong to the association to be sold. 


By Mr. Factor: 

@. You do not contribute any money to the Jobbers’ associations?—A. 
Not as a regular habit. As a matter of fact, I can only remember one incident 
where we did, and that was unsolicited. Now, while I have declared myself 
in favour of the general principles of merchandising, I am going to be just 
as frank and say I do not like some of the methods that are used I must say, 
to strangle opposition. The methods are so numerous it would probably take a 
week to enumerate them. I have taken note of a few of them. For instance, it 
is a foregone conclusion to successfully merchandise, to have your merchandise 
displayed is very important. That is one thing that we, and I presume all 
other independent manufacturers have a great difficulty in accomplishing. I 
think I can say without any fear of contradiction that some manufacturers’ 
salesmen go around to the stores, and if they see our merchandise on display, 
they will take the liberty themselves to switch it in the back, and bring their 
own out in front, and the retailer dares not say a word. 

Q. Why?—A. Because he is afraid of the consequences. 


a 
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Q. Well now, what are the brands of cigarettes that you have, for instance? 
—A. Roxy, Duchess, and recently on the Toronto market, Grads. 

Q. Recently on the Toronto market Grads?—A. Yes. 

Q. You say competitors’ salesmen check up that display and move them ?— 
A. I would say this refers more particularly to cigars, as cigarettes as a rule 
are not displayed on the counter, only when a new brand is brought out. It 
refers particularly to cigars. | 

Q. In the matter of cigars, you have had a very large trade in the past, 
have you not?—A. I have. i 

Q. At one time you were the largest manufacturer of cigars in Canada?—a. 
I believe so. 

Q. How does that operate? Develop that complaint?—A. Well they 


just seem to have the impression that nobody is entitled to any preferable spot 


on the counter except their own line. 


By Mr. Kennedy (Winnipeg): 

Q. Are special considerations given for that preference in the matter of 
display?—A. Not to my knowledge, except fear. _ 

Q. On what grounds is that fear based?—A. Well, I think it 1s very easy 
to draw conclusions. That applies mostly in the case of accounts that they sell 
direct, through fear of being cut off, and in the case of accounts that they do 
not sell direct, on the promise that some day they may sell direct. 

Q. Whether they sell direct or not, it would not affect the other firm whose 
goods had that preferred position in display if they would sell direct. What is 
the ground of fear then?—A. I just did not get that. 

Q. You say a representative of one firm comes along and finds goods of a 
competitor displayed in a prominent position?—A. Yes. 

Q. And exercising some influence, he has those goods put in the back- 
ground?—A. Yes. 

Q. Seeking for a reason you tell me there may be fear they would be cut 
off the privilege of direct purchase from the manufacturer?—A. Yes, that par- 
ticular manufacturer. 7 

Q. Suppose the party whose goods are displayed in the preferred position 
is selling direct?—A. Yes. 

Q. What cause would there be then to remove them?—A. Yes. The pos- 
sibility of lost sales of that particular cigar to the manufacturer who has 
already displayed, would be negligible compared to the loss of sales on the 
cigarettes and tobacco. The source of each supply would be stopped by the 
other. 


By Mr. Sommerville: 


Q. To whom are you referring?—A. The Imperial Tobacco Company. 
Q. They say they supply from 60 to 75 per cent—A. Depending— 


By Mr. Young: 
Q. You know these things go on?—A. Absolutely. 
Mr. Heaps: Have you any proof? 
Wirness: Yes. 


By Mr. Young: 

Q. I was in a tobacco store last night, and I asked the storekeeper how it 
was that he had several different makes of cigarettes in his window. He said, 
“My window is my own, I do as I like with it.’—A. Fortunately, there are a 
few that still reserve their independence. 

Q. He said, ‘‘ Nobody bothers me.”—A. He is an exception to the rule. 
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By Mr. Kennedy (Winnipeg): 

Q. To what extent is that complaint real—I do not mean each individual 
case—but is it real?—A. Absolutely, practised generally. 

@. Can you name where that practice is—A. I can. I can name it; but 
with the permission of the Chairman, I should like to ask that if I give any, 
specific cases, that names be withheld, as I fear for the consequences to those 
people through their names becoming known. 


By Mr. Sommerville: 

Q. The retailers would suffer?—A. I think so. 

Q. From the fact that they have given this information?—A. That is right. 

Q. Is there any doubt in your mind of that?—A. No, unless a change of 
heart is brought about by what has come out in this committee. 

Mr. Facror: Mr. Heaps asked you for the proof. You have the proof 
there, but you say you hate to divulge the names of men who have lodged 
complaints with you? 


By Mr. Kennedy (Winnipeg): 

@. Will you give, confidentially, to the committee specific cases so that they 
can be investigated?—A. Surely, with pleasure. 

Q. Otherwise, we are just dealing with fog?—A. Absolutely. 

Mr. Factor: Read a few cases, and give the complaints to the Chair- 
man in confidence. 

Witness: Without mentioning names. 

Mr. SomMeERvILLE: Without mentioning names. I see you have a hand- 
ful of them there? 

The Witness: Yes. 


By Mr. Ilsley: 

@. There sems to be no motive for those retail merchants to tell anything 

but the truth?—A. I beg your pardon? 
Q. Could there be any motive, any possible motive to tell anything but the 
truth in these matters?—A. I do not see any reason. This comes from Winnipeg. 
On investigation it was found that no contract had been signed 
between above and the “I.T.” but the above had given their word to put 
the Imperial Tobacco line in their show case and to put Imperial display 
case on top of the counter. This was in consideration for the fact that 
the above were on the “I.T.” cigarette list. The “I.T.” also told them 
that if they wanted to continue to be on the direct list they would have 
to display Imperial cigarettes prominently, giving them 80 per cent 

display. 


By Mr. Kennedy (Winnipeg): 


Q. What special consideration were they getting for that 80 per cent dis- 
play?—A. Being sold direct cigarettes. . 


By Mr. Kennedy (Peace River): 


Q. What does 80 per cent display mean, eighty per cent of the favourable 
positions?—A. I think 80 per cent means 100 per cent. 


By Mr. Young: 
Q. Why do you say that?—A. Because we find in many cases we cannot get 
any display at all. 
Q. I came down Bank Street this morning and I looked into 23 different 
windows displaying tobaccos, and I saw yours in Some windows—A. You may 
find the occasional one. 
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Q. And I saw Macdonald’s in some windows, and I saw Imperials in most 
windows, but there were some windows in which Macdonalds predominated over 
Imperial; in the majority of cases Imperial predominated. I cannot see any 
justification for your remark that 80 per cent means 100 per cent.—A. Maybe 
if you were as conversant with the trade as | am, you would. The fact of your 
seeing some other manufacturers’ goods occasionally does not prove that I am 
not right. If you were to make a thorough investigation you would find, I think. 
I am not very far wrong. 


By Mr. Kennedy (Winnipeg): 


Q. Suppose a manufacturer, we will say, Imperial, wanted an 80 per cent 
display, is there anything to prevent the Macdonald people coming along and 
saying, we will sell you direct because of our share of your display?—A. No, 
there is nothing to prevent them selling direct. 

Q. Is it not a form of competition that exists?—A. If it was confined to the 
80 per cent, it would be all right, but it is not done. In most cases it means the 
complete discrimination against other lines. 

Q. The point I want to clear up is this: where a tobacco store, whether 
yours, Imperial, or Macdonald, comes along to me as a tobacco retailer and says, 
I want you to display our goods, give them preference, and we will put you on 
the direct list, could not another competitor such as the Imperial, or yourself, 
come along and make the same bargain? Does not that competition exist 
throughout the retail trade?—A. Yes, and it has been practised to some extent, 
but I will give you the result of the practice. We, or Macdonald and somebody 
else can come along and open up a direct account that has not been sold by the 
Imperial Tobacco Company, and nine times out of ten the result of the opening 
of the account is that the Imperial come around and sell them afterwards, and 
then we are out where we were before we started. , 

Q. Do competitors like the Imperial or Macdonalds’ make the same com- 
plaints that you are making now?—A. Who? 

Q. Do you find complaints made by the Imperial Tobacco Company or the 
Macdonalds about your company ousting them from preferred position? —A. We 
never had that luck. I wish we had. 

Q. It comes down to this: Your company is the one that you find—I do not 
say what the merits are—that they have an edge on you in getting the business? 
—A. No, I would not say ourselves alone; no. I would not admit that. From 
what I know I believe the same thing applies to everybody else but themselves. 


By Mr. Sommerville: 


Q. Everybody but the Imperial?—A. Yes. 
Q. In other words, they use the fact that sixty to seventy-five per cent of 
the products sold is Imperial, to force other people’s goods out of competition in 
~ display?—A. I will recite a funny instance that occurred in Montreal about two 
months ago. I had a telephone call from the head window dresser of the Imperial 
Tobacco Company. He called me personally. He said one of our window 
dressers had taken out one of their windows before the allotted time had expired. 
I said, “ Well, I do not know anything offhand about it; I will have a look into 
it and I will call you back.” I went to the party who looks after the distribution 
of our windows in Montreal, and he said, “‘ Yes, that is true, but did he say any- 
thing to you about the two he took out of ours this week?” I said, “ No.” I said, 
“ What were they?” He cited the cases, and I called him back and I said, “‘ What 
about those two windows of ours you took?” He said, “ That is so, but it 1s two 
new direct accounts we opened up, and we are entitled to their windows.” 
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By Mr. Factor: 


Q. It is a fact, as Mr. Summerville suggests, generally speaking, the retailer 
sells between 60 and 75 per cent of Imperial products?—A. I have no actual 
figures on it, but I would imagine it is pretty nearly right. 

Q. So that they have this, in addition to the other things, the retailer buys 
a substantial part of the products that he sells from the Imperial Tobacco Com- 
pany. 

By Mr. Sommerville: 


Q. After all, if the retailer does not play with the Imperial, it is life and 
death to him; is it not?—A. Pretty near. 

Q. As against you independents. If only 15 or 25 or 30 per cent of the 
business is in the independents’ hands, his living really depends upon his sale 
of the Imperial Tobacco Company’ goods?—A. Surely, Yes, it is. 

Q. And that puts them in a position where they use that influence?—A. 
Certainly. 

@). And your statement is that they are using that to prevent the display 
of competitors’ goods?—A. Surely. 

@. You were reading some of those letters?—-A. I got a telegram this 
morning from Toronto, addressed to me at the Chateau Laurier: 

“Stickers put up stop Imperial claim we are interfering with windows, 
and they took them down stop No concrete proof stop Writing ”. 


. That is signed by my Toronto manager. 

Q. Explain—A. Gentlemen, I put a new cigarette on the market about 
three weeks ago in Toronto. I was up there last week for one day and drove 
around Toronto a bit. I saw nothing but Imperial streamers all over the city. I 
said to my man, “You have to go out and get some streamers; you have to 
put enough up where they are going to be seen, and make an impression.” He 
Bae “T need more men.” JI said, “ Go ahead and get some men.” That is the 
result. 

Q. They were put up and taken down—A. Yes. 

@. You were quoting some of your material?—A. “On October 23rd, our 
representative, Mr. So and So, was into Mr. So and So’s store at 66—” I nearly 
let the cat out of the bag there. 

—at about 10.30 am. Mr. Gagnon, Imperial Tobacco Company’s 
salesman met Mr. So and So in front of his store, had a talk with him. 
When Mr. So and So came to the store, he told our traveller the following: 
one cannot do anything without the Imperial Company finding it out. I 
allowed L. O. Grothe Company to give a demonstration in the window of 
my St. Catherine Street store, and this traveller told me I should not — 
have done that. 


That is signed by somebody else. There are so many here it is hard to pick out 
a good one. 


October 24, 1930. Mr. So and So, such and such address, declared to 
our representative that the assistant sales manager and the traveller of the 
Imperial Tobacco Company called at his store and told him that if he 
stopped displaying all goods but their own, they would sell him cigarettes 
the very next day. _ 

That is one that they were not selling direct. 
Mr. Heaps: From where? 
Witness: Montreal. 
Mr. SOMMERVILLE: The assistant sales manager? 


_ : } 
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Witness: Yes. If he stopped displaying all merchandise but theirs, they 
would sell him direct. 

Mr. So and So, proprietor, at such and such a cigar store, such address, 
stated to the writer, that Mr. Des Rosiers of the Imperial Tobacco Com- 
pany came to his store and told him unless he took other manufacturers’ 
cigars off the counter, that he would have trouble in buying any more 
Imperial Tobacco Company merchandise. 


By Mr. Sommerville: 
Q. Mr. Des Rosiers is a director of the Imperial Tobacco Company?—A. No, 


sir, a kind of local salesman. This statement was made in the presence of Mr. 


So and So. 

During a conversation, on October 30, Mr. So and So, proprietor of 
such and such an ice cream parlour, situated at such an address, stated 
that the Imperial Tobacco Company representative had told him he would 
have to take— 


This is funny: it is not our own. 
—Benson and Hedges’ case off his counter, and implied that if he did not, 
the Imperial would refuse to sell him direct. This man also told Mr. So 
and So that the Imperial Tobacco Company were giving him a living and 
protecting him iand their merchandise would have to be shown on the 
front of his counter. Mr. So and So repeated these statements in the 
presence of So and So. 

Mr. So and So, at such a place, stated to the writer that the Imperial 
Tobacco Company representative intimated to him that unless he kept 
their show case on the front of his counter it would not be possible for him 
to buy direct from the Imperial Tobacco Company. He also stated the 
Imperial man told him he must buy cigars with each order; if not, he 
would have trouble in buying cigarettes. 


Q. That is another practice?—A. Another practice. I can elaborate on that 


_ later. 


Mr. Facror: Mr. Chairman, could we save time by having those complaints 
filed with you and counsel of the committee? 

The Cuatrman: I think perhaps it would save time. Apparently Mr. Hughes 
has a number of those in his hand. If he would hand them in, counsel and staff 
of the committee could examine them, and we could make such verification of 
them as we desire. 

The Wrrness: I would be glad to do that, but before doing so, I would like 
permission to read just one telegram. This is a telegram from western Canada 
that we received in regard to the distribution of cigarettes out there—I am sorry, 
I have not got it here. 


By Mr. Kennedy (Winnipeg): 
mie Q.: For identification purposes I suggest these might be filed as an exhibit; 
is that agreeable?—A. You may keep them, if they are of no use to me now 
they never will be. 


By Mr. Factor: 
Q. I want to ask you, are these complaints general; or are they confined to 


1 one or two?—A. Oh no. 


Q. From all over the country?—A. Yes. 

Q. Have you any personal experience about these complaints; have they 
ever occurred when you were in the establishment of an independent, were you 
ever there when such practices took place?—A. I do not recall any, I very 
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seldom go out amongst the trade myself, mostly through representatives, through 
written statements, and such as these. Excepting one case I know in particular 
where I got a telephone call from a certain jobber saying that the Imperial 
representative had been up to his establishment that day and wanted to see 
his invoices and know just what that jobber was paying for other manufacturers’ 
goods, and the jobber refused to tell him. He says the Imperial representative 
said, you had better make up your mind between now and to-morrow morning, 
because I will be back again. The following morning he came back at half 
past eight. I found out in the meantime and I put two men secreted in the room 
next door, who heard the conversation that went on. He said explicitly that he 
was sent there on instructions from the office, not on his own initiative, but he 
simply had to have that information. In the meantime that particular Jobber’s 
order had been held up for a couple or three days. When our representative 
stepped out and the man saw he was trapped, the jobber got him his goods that 
afternoon. 


By Mr. Sommerville: 
Q. That was a demand from the officers of the Imperial for a statement 
from that jobber of all the goods that he had bought from other manufacturers? 
—A. From other manufacturers. 


By Mr. Ilsley: 

Q. Would you say that this practice was so widely spread, to your know- 
ledge, that it must have the approval of the executive officers of the Imperial 
Tobacco Company?—A. I have no doubt whatever. That man just said he was 
ashamed to act that way but it was ordered from the office. He said that the 
order was to obtain that information right or wrong. 

Q. That is correct, is it Mr. Hughes; I do not know whether you answered 
that question or not?—A. I am of the opinion that they are so wide spread that 
they could not be otherwise than on the instructions from head office. 


By Mr. Sommerville: 

Q. Now, Mr. Hughes, perhaps you will be good enough just to summarize the 
complaints that you have, or the conditions you have found; you have dealt only 
with the one, display—the display of competitors’ goods; perhaps you will 
give us the other practices complained of?—A. There are only a few different 
things. There is the display of merchandise, the display of advertising and in 
certain cases unfairness with distribution particularly on new lines. 

Q. What do you mean, first of all, as to the display of advertising; what 
is the practice complained of there?--A. Try and influence the dealers about 
allowing us the use of their windows, or putting up streamers or window bases; 
advertising on trucks. JI had an instance not very long ago where a jobber 
in Montreal was putting out a new truck and he came to us and he asked us 
if we wanted it; we said certainly, and sent a painter up there and he prepared 
a design and everything. We found out a couple of days afterwards, they said, 
sorry we can’t give you the truck. We asked them what was the matter, and 
they said Mr. Desrochier had been up there. What has that got to do with it 
we asked them. He said, we have got to give them the truck. 

@. That is in Montreal?—-A. In Montreal, yes. Then I have another case 
of a truck in Montreal, that carried our advertisement for two years. It has the 
Imperial advertisement to-day because that jobber was told that he had had 
our ad. on his truck long enough. 

Q. Now, what do you say as to the destruction of advertising material?—A. 
The only destruction that really goes on is in the case of these streamers, where 
they tear them up. Where we do succeed in getting a window display they do 
not interfere with the material, they do not do us any damage there. 
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Q. But these streamers, the paper signs that you display on the window? 
__A. That is not a serious loss of material, but it is a loss of advertising. 

©. What has been your experience, take for instance in the city of Hull?— 
A. As our men put them up they tear them down. | 

Q. And was that in large quantity?—A. I had a man working on it for a 
whole week. 

Q. Over in Hull?—A. Yes. 

Q. And when you say “they,” who do you mean?—A. The Imperial 
Tobacco representative. 

Q. Do you learn that from the storekeepers as you go around?—A. I learn 
that from my local representative here. I do not think he would have told me 
unless he had proof of it. 

Q. Does that condition that you find here also exist in Toronto?—A. You 
have the same thing happening in Toronto within a week’s time. 

Q. Oh yes, one of the telegrams you gave us this morning?—A. I might 
mention that my Toronto manager felt this so severely that he called me by 
long distance. I said, send me a wire. 

Q. What do you say with reference to the questions that you have men- 
tioned in addition to display advertising?—A. Well, they try to use certain 
influence and try to prevent distribution as much as they can. 

Q. What do you mean by blocking distribution?—A. Particularly through 
the jobbers. 

Q. Will you just develop to the committee what you are referring to when 
you speak of blocking distribution?—A. Well, co-operating as we do with the 
wholesalers throughout Canada, and trying to maintain prices in their interests 
and in the interests of the trade in general, we expect to be treated the same 
as any other manufacturers, large or small. 

Q. Yes?—A. For that reason we expect when we put in a line of merchandise 
—we don’t put out new lines very often, and when we do we give serious thought 
to putting them out; but when we do put them out we expect the same considera- 
tion as any other manufacturer. I had a case in Montreal not long ago. We 
were putting out a pipe tobacco and after it had been on sale for about a week 
or ten days I put eight men out to check up on the distribution, and they came 
back to me with all kinds of reports that such and such a storekeeper had called 
for it, but he could not get it from his jobber, the Jobber said he was out—oh, 
they said everything. I naturally got in touch with the association and they 
said that they were distributing it. One jobber sent a representative to see, to 
buy a certain quantity a week after. He was told that it was out of stock. Now, 
if they had wanted to distribute that, only one package to each one of his cus- 
tomers, he would not have had enough tobacco to fill his supply. When the 
Imperial put out a new line, they fight their heads off to distribute it. 


By Mr. Ilsley: | 


Q. The jobbers fight their heads off to distribute it?—A. You would con- 
clude from that there is some authority, implied or real, trying to bring about 
this condition. 


By Mr. Sommerville: 


| Q. Did you have any complaints from any of the other manufacturers about 
the Imperial?—A. No, unfortunately none of them are big enough to have any 
influence. 

Q. What else have you, Mr. Hughes?—A. Well, I mentioned a while ago 
that I would come back to the reference that was made about being obliged to 
buy cigars. It has been brought to our attention on different occasions that job- 
bers were forcing the sale of Imperial cigars; and on inquiring the reason they said, 
we are obliged to take a certain quantity, we can’t afford to keep them, we have 
got to sell them. 
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Q. The jobbers were required to take a certain quantity?—A. That is in 
order to have their supply of cigarettes and tobacco. 

Q. The jobbers were required to take a certain quantity of cigars in order 
to get their other commodities; and that, you say, interferes with free distribu- 
tion?—A. Naturally, if the jobber is over-supplied in one line, he is trying to 
sell that and he is not going to buy. It is not absolute public demand—that has 
some bearing on it, of course. 


By Mr. Kennedy (Winnipeg) : 

Q. It is a case where the big fish eat the little fish?—A. That is it. 

Q. And that practice has been going on ever since there were fish?—A. Yes. 
It may be we're fish to have gone into this business; however, now that we are in 
it, we have got to fight. 

By Mr. Sommerville: 

Q. Sometimes the little ones get away?—-A. The smaller they are the better 
chance they have, I think. 

Q. Yes, Mr. Hughes?—-A. There is another serious complaint that I would 
like to bring out. Owing to the present economic conditions a lot of our retail 
tobacconists are not very flush with funds, and they are buying on a daily basis 
and paying cash for their requirements. 

Q. Yes?—A. It has been our experience that where a retailer has not got 
just enough money to pay for his whole requirements, that independent manufac- 
turers, let us say, are eliminated altogether instead of reducing the order pro- 
portionately. In order to bring the order within the scope of the amount of 
money that the indirect retailer is able to pay as cash, instead of reducing the 
order proportionately on all lines, they eliminate the independent man com- 
pletely. 

Mr. Youne: Would not they have to buy the lines they sell the best? 

Mr. Iustry: They would, if they were not interfered with. 


By Mr. Sommerville: 

Q. That is your point. That is to say, if the retailer were free and not sub- 
ject to this restraint, you feel that all the independents would have a very much ~ 
better chance of developing their business?—A. At least they would have a chance 
to live. 

Q. And of developing a competitive business in Canada?—A. Yes. 

Q. At least a chance to live?7—A. Which I think is necessary for the interests 
of your growers, and right down to the consumer. . 


By Mr. Kennedy (Winnipeg) : 
Q. You feel this restraint was forced on you?—A. I do. 


By Mr. Sommerville: 

Q. How would it affect the grower?—A. As I said before, it does not make 
competition, it is not supply and demand. If you have more than one purchaser 
in there, you have more than one purchaser to buy. There is only one real pur- 
chaser. If you had real competition it would very likely improve prices. 


By Mr. Factor: 
_ _Q. Did you have any experience with a certain company which opened up 
in Toronto?—A. I do not wish to talk about anybody else but myself. I do not 
know that company and I prefer not to mention it. 
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By Mr. Sommerville: 


Q. That was the firm that went into bankruptcy some six months after it 
started?—A. Yes. 


By Mr. Sommerville: 
Q. All right, Mr. Hughes, if you would proceed?—A. Just before I go: as I 
said a while ago there, we have always been in favour of price maintenance and 
I mentioned that within the last two months we had been co-operating with 


- this retail tobacco association in Montreal to stamp out a very serious evil down 


there. As you know, at the present time we are all in the premium game. We 
are all giving premiums with our merchandise. 

Q. Yes—A. Some time ago some of the small merchants conceived the idea 
of giving a couple of extra cards with a package of cigarettes in order to draw 
trade to a store. It looked good to the man next door who started giving three, 
and then four, and it gradually increased until we had probably some 250 or 
800 men giving aditional cards, giving as much as a complete series with a dollar 
purchase. Now, a complete series represents 15 cents on a dollar purchase, 15 per 
cent. Some of them that were doing this were buying indirect and doing busi- 
ness on a 13 per cent basis, giving 15 per cent away. I do not know how they 


~ did it, but they did it. 


Q. A rapid method of liquidation?—A. In co-operation with the retail trade 
generally we have pretty well stamped that out, but in place of it other things 


are creeping in. For instance, certain stores have started giving away coupons 


with the proprietor’s photograph on it, and when you get a certain quantity, 
you can go.back to the store and get some merchandise with it. 

Q. Yes?—A. Naturally, we took exception to that as being a measure of 
price cutting. 

Q. Is not that against the trading stamps act?—A. I do not know. Anyhow 
we objected to that because we claimed that it was a mode of price cutting. 

Q. Yes?—A. And they came back with the argument, we don’t consider it 
that way, we consider it a premium; you are giving premiums free, why can’t 
we do it? 


By Mr. Factor: 


Q. Where did they get the extra cards to give away?—A. Buy them from 
the publi. 

Q. You mean the merchant does?—A. Yes, he pays as much as 10 to 20 
cents a series for them. 


By Mr. Sommerville: 


Q. Yes?—A. And at different meetings that were held by this retail associa- 
tion in Montreal, and which I attended, I frequently stressed the fact that the 
only way of stamping that out altogether would be to abolish the premium. 

Q. Yes?—A. There is another thing to take into consideration if we look 
at it from the standpoint of the grower. We can all afford to pay the grower a 
little more if we do not have to put in premiums; that costs money. 


By Mr. Factor: 


gz Q. Who originated this premium idea?—A. I could not say definitely. 


Mr. SoMMERVILLE: Cards and cigarettes are as old as you and IJ, I remember 
we used to get pictures of Delia Fox, and other celebrities. 


The Witness: They were not redeemable at that time. 
Mr. SoMMERVILLE: Oh no, they were keepsakes. 


Mr. Factor: Just to look at. I would like it, Mr. Hughes, if you would 
file on behalf of your firm a schedule of the wages paid its employees. 
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Mr. SoMMERVILLE: The same as we have asked from the Imperial Tobacco 
~Company. 


By the Charman: 
Q. Will you do that, Mr. Hughes?—A. Yes. 
The CHairnMAN: Thank you, Mr. Hughes. 
The Witness was discharged. 
Mr. H. C. Fortimr, called and sworn. 


By Mr. Sommerville: 


@. Mr. Fortier, you are a tobacco distributor in the Province of Quebec?— 
A. Yes, sir. 

@. With headquarters in the City of Montreal?—A. Yes, sir. 

@. And you distribute the products of the Macdonald Tobacco Company ?— 
A. Yes. 

Q. Tobacco and cigarettes?—A. Yes. 


Mr. Boutancrr: Mr. Fortier is a jobber, isn’t he? 


By Mr. Sommerville: 

Q. No, Mr. Fortier is not a jobber. You are a distributor?—A. Yes. 

@. And you distribute the Macdonald products on the basis of a com- 
mission?—A. A commission; yes, sir. 

@. A manufacturer’s agent, in a sense?—A. Yes, sir. 

@. And you have been associated with the tobacco business in Quebec, for 
a great many years?—A. 31 years. 

q. As a matter of fact, I think it was a firm that was onganined by your 
father that has been referred to here already as having been acquired by the 
Imperial Tobacco Company back in 1916?—A. In 1916. 

@. And you have been associated with the sale of the Macdonald Products 
throughout the Province of Quebec for how many years?—A. Since 1918. 

Q. That would be some 15 odd years. Now, Mr. Fortier, will you tell 
this committee what are the practices you have found interfering with, or mili- 
tating against the development of independent manufacturers in Canada in 
the sale of their tobacco product?—-A. Well, Mr. Chairman, it is pretty hard 
to enumerate them all. We have found that where we have put a sign up for 
a man that the sign would be no sooner up than the Imperial Tobacco Com- 
pany would come along and say, “we sell you direct, we are sorry now you 
have put up their sign since we can’t sell you direct any more. That has hap- 
pened in quite a few cases. 

Q. Yes?—A. Then there is another case where in thé City of Montreal in 
1932, we arranged to give out a few packages of tobacco to the unemployed. 
This was done at a corner store in Montreal, the very next day these people 
were notified that they would have to buy Imperial goods from the jobber. 

Q. That is, the firm that made the distribution?—A. No, we arranged for 
somebody to distribute in that store. 

Q. Certain tobacco for the eae Rah ieh yea To the unemployed. 

Q. And because they distributed this tobacco that was given by you to the 
unemployed this firm was notified that they could no longer get their goods 
direct from the Imperial?—A. Yes, sir. 

Q. At the preferred direct discount?—A. Yes. 

Q. They would have to buy their goods from the jobber?—A. Yes, sir. 

. ea Which meant they lost the 10 per cent on all Imperial goods bought? 
—A. Yes. 


By Mr. Ilsley: 


Q. Were they actually compelled to buy through the jobber after that?— 
A. Yes, they bought through the jobber. 
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Q. And have ever since?—A. No, they were reinstated some months after- 
wards. 

Q. I suggest, Mr. Sommerville, that the witness give us that name con- 
fidentially. | 


Mr. SoMMERVILLE: Yes. 


By Mr. Sommerville: 

Q. What other instances have you?—A. We have other practices where 
we are anxious to get some particular jobber’s wagons painted, and we go to 
the jobber and we say, would you like to have us paint some of your wagons. 
The jobber turns around and says, I am sorry, Mr. Fortier, but if I have any 
of my wagons painted by you I am afraid the Imperial Tobacco Company 
will cut us off. That would mean they would have to buy from the jobber and 
lose their 10 per cent, and that would drive them out of business. 


By Mr. Ilsley: 
Q. Do the Imperial have wagons painted?—A. Yes, they have quite a 
few, sir. 


By Mr. Sommerville: 

Q. Yes—what else, Mr. Fortier?—A. Well, we have had a few cases where 
counter displays, where we have had our stuff on the counter and the Imperial 
come along and practically say, you had better take those goods off the coun- 
ter, otherwise we would not be able to sell you any more. In other cases in 
lots of stores we have had our stuff on display and before the Imperial repre- 
sentative came around, the dealer would take the stuff off, and put the Imperial 
on to show that they were good fellows. 

Q. And then I suppose after the Imperial man had been around they 
would put yours up again?—A. Absolutely. 

- Q. And that is evidence of the fear they have of the Imperial, isn’t it?—A. 
Yes, sir. 

Q. Is there any doubt at all, after your fifteen years experience, that the 
retailer does fear the Imperial if he displays the goods of a rival?—A. At one 
time the Imperial Tobacco Company had about 90 per cent of the trade, and the 

» storekeeper would tell us, well, that is our livelihood and if we display your 
goods, we do so at the risk of losing the privilege of buying direct from the 
- Imperial Tobacco Company, which would mean 10 per cent. 


Br Mr. Kennedy (Winnipeg): 

Q. Can’t you answer that by saying, we will sell you direct?—A. We sell 
all these fellows direct, but we have been so small; we are getting bigger every 
day. 

Q. Supposing you sell these men direct instead of the Imperial, is not that 
the answer to it; or is it that the public don’t want your goods? 


By Mr. Sommerville: 

Q. Not all people want Macdonalds, you are hoping they will?—A. We are 
hoping they will. We are hoping that the hands of the independent will be 
strengthened. 

Q. Then the situation is that because of the preponderence of the business 
of the Imperial, the retailer is afraid of losing the right to purchase these goods 
if he makes any display of your goods?—A. Yes, sir. 

Q. What other practices have you found, Mr. Fortier?—A. Well, I came 
up here just to hear what was going on. We have become so calloused to the 
complaints that we have received, that I could not enumerate them all. 
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Q. These are the practices that have been going on over the whole Province 
of Quebec?—A. I would say so. 

(). Do you substantially support the evidence given by Mr. Hughes here? 
—A. Absolutely. 

Q. And is it of such common practice that you feel that it cannot be carried 
on without the knowledge and approval of head office?—A. It must be with the 
approval of head office, because it could not go on the way it has been going on. 

Q. And what is the effect of these practices on the smaller independents?— 
A. Well, it is pretty hard to say. The Imperial and our company are pretty big 
concerns. We notice when we bring out a new line that we do not get the sup- 
port from the jobbers that the Imperial do. 


By Mr. Ilsley: 


@. The Imperial’s competitors seem to have gained on them?—A. Yes, we 
have gained in the last few years. 

(). Because you say at one time they did 90 per cent; to what cause do you 
attribute your gain?—A. Well, I think as far as we are concerned we had better 
distribution now than we had three or four years ago. 

(). I think we had the evidence of Mr. Stewart the other day that he had 
spent $7,000,000 in advertising?—A. Which helps a lot. 


By Mr. Young: 


(. The Imperial must be losing ground, I think the volume of some cigar- 
ettes has been maintained very considerably through the sale of cigars? —A. We 
have gone up the last few years. 

(. They must have lost tremendously?—A. The government figures on 
cigarettes have been down the last couple of years. 


By Mr. Ilsley: 


Q. So far as this Macdonald’s increase is concerned, it can be explained by 
the terrific advertising campaign?—A. To a certain extent, yes, sir. 


The CuHairMAn: Thank you, Mr. Fortier. 
The Witness was discharged. 


Mr. Avueust C. Picarp, called and sworn. 


By Mr. Sommerville: 
_ @. Mr. Picard, you belong to the Rock City Tobacco Company?—A. Yes, 
sir. | 

Q. What is your position?—A. Vice-president, executive looking after sales. 

Q. And the Rock City Tobacco Company has been in business for —-?-_A. 
30 years. 

(). Your father being in business before you?—A. Yes, sir, with Mr. Drouin. 

@. And what do you manufacture, Mr. Picard?—A. Special tobaccos, plug 
and cut tobacco—we went into cigarettes a little in the last three or four years. 

Q. Special cut- and plug tobaccos?—A. Yes, sir. 

. And in the last three or four years you have gone into the manufacture 
of cigarettes?—A. Yes, sir. 

@. And what brand of cigarettes do you make?—A. Our principal brand 
is Spud. 
‘i Q. Your principal brand is Spud?—A. And we have another brand, Master 

ason. 

Q. And you have also developed, or gone into, the cut tobacco business 
lately; or were you always engaged in that?—A. We were in the pipe-smoking 
tobacco, but we have only lately gone into the fine-cut tobacco. 
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Q. For cigarette purposes?—A. In the last few years, yes. 
Q. Now, Mr. Picard, when the excise tax was reduced upon cigarettes, what 
~ amount of reduction was made by the manufacturer?—-A. The reduction of the 

excise. 

Q. The reduction of the excise?—A. Yes. 

Q. So the amount that was reduced was $2.00, plus the 6 per cent on $2.00, 
or $2.12?—A. Yes. 

Q. I have not figured out how the 13 cents is arrived at, but it seems there 
must be a fractional basis between the $2.12 and the $2.13?—A. Yes, sir. 

Q. But that is the net amount of the reduction?—A. Yes, sir. 

Q. And any further reduction that took place to the consumer was taken 
up by the retailer and the distributor?—A. Yes, sir. 

Q. And is that generally throughout the trade; is that the practice that 
was followed by the manufacturers generally?—A. Yes, sir. 

Q. Then when the tax was put upon cigarette papers, I understand you 
took the cigarette papers out of most of your brands of fine cut?—A. Yes. 
. Q. And left them in one brand?—A. In two brands for us. But generally, 
nearly all the companies left them only in one brand. 

Q. And as a result of that, it effected a saving to you of about how much 
a pound?—A. Between 4 and 6 cents. 

Q. That enabled you to sell to the distributor; did you pass that on to the 
distributor?—A. We reduced the price of those brands by—I don’t remember 
very well. I think 10 cents, of 7 or 8 cents. 


Mr. Insury: How did that compare with the value of the cigarette papers? 
Mr. Sommervitte: The cigarette papers taken out were 4 to 6 cents. 


The Witness: There were some brands we reduced more than that; but 
that is another question, I suppose. 


By Mr. Sommerville: 


Q. In your purchases of flue-cured, I observe you purchased of the 1929 
crop 96,613 pounds at an average of 38.46 cents per pound; in 19380, you pur- 
chased 99,021 pounds at an average of 36.52 cents; 1931, you bought none; 
1932, you bought 161,248 pounds at an average of 19.29 cents per pound; in 
1933, you bought 431,932 pounds at an average of 16.47 cents; and then you 
bought some broken leaf and sand leaves, 802,267 pounds at 4.7 cents. Those 
have been your purchases?—-A. That is purchases from the growers. We 
bought sometimes from the packers. 

@. These have been purchases from the growers?—A. Yes. 

Q. Have you a plant for receiving them?—A. Yes, we have the Leamington 
Tobacco Sales Corporation. 75 per cent of the stock belongs to the Rock City 
Tobacco Company, 124 per cent to the Drouin family and 124 per cent to 
our family. 

Q. That is operated at Leamington?—A. Yes. 

Q. And through that plant you buy from the growers—A. For our own use, 
and we pack for whoever wants to have packing done. 

Q. Then in addition to that, you buy off or process for any grower that 
may desire it?—A. Yes. 

Q. Then, following up your purchases, the Rock City purchases of Burley, 
in 1929 you bought 47,780 pounds at 20 cents; in 1930, 70,041 pounds at 17.64 
cents, average; 1931, 969,766 pounds at an average of 6.65 cents; 1932, 801,068 
pounds at an average of 5.61 cents; and 1933, 155,500 pounds at an average 
of 6.21 cents?—A. Yes. 

Q. How do you account for the very great drop from 17.64 cents in 1930 
to 6.65 cents in 1931 in the price of Burley?—A. As far as we are concerned— 
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you will see what quantity we bought in 1930, 70,000 pounds—we bought only 
the highest grade. That is all we needed. We had a lot of tobacco of the 
medium grades, and we bought only the best grades at 17 cents. In 1931, we 
went on the market and bought the average tobacco. 

How do you account for the very severe drop that has taken place in 
the entire average of Burley?—A. Oh, well, we don’t make the market, We buy 
it as it is, 

Q. Who makes the market on Burley?—A. Well, the heavier buyers, I — 
suppose. 

Q. The heavier buyers?—A. Yes. 

Q. And the largest buyer is the Imperial, is it not?—A. Yes. 

By the Chairman: 

@. Would you go on the market and start buying before the Imperial started 
_to buy?—A, I think we did that one year or two. We don’t usually do it. We 

don’t do it. We can’t afford to do it, 

Q. Why?—A. We don’t buy heavy enough to compete with them; and they 
can buy at a lower price when there is no more competition. For a long time 
there were only two firms; the heaviest buyers in the market were the Imperial 
and Rock City Tobacco Company, and we used to buy pretty near half the 
crop. 

By Mr, Sommerville: 

Q. Then there was competition?—A, There was competition. 

Q. And then there were good prices for the farmer?—A, Yes, 

Q. Those were the days. 


By the Chairman: 

Q. Before we get away from that, what grade of flue-cured do you buy?— 
A, We buy the very best for a certain quantity, and then we go in the medium 
ranges, to blend them. Then in the last year we had to buy a lot of low-priced 
flue-cured to be able to compete with some other companies that were going out- 
and buying those grades. 

Q. Take your 1931 purchases?—A. We didn’t buy from the grower that 
year, 

By Mr. Sommerville: 

Q. In 1932 you bought 161,248 pounds at an average of 19-29 cents?— 
A. Yes, 

Q. That was 2 cents a pound more than we have had, so far, from the 
Imperial?—A. Yes. I heard Mr. Hughes a minute ago say he would like to 
correct that impression that the Imperial buys only the best tobacco, because 
I think for our best brands we buy just as good tobacco as anybody else, if not 
better, 

Q. At any rate, you paid 19-29 cents’ i—A, Yes, that is the average of the 
amount we purchased from the farmer, 

Q. In 1932?-—A. In 1932. 

Q. That was the average of 1932 dry, and the average for the green was 
about 164 cents?—A. Yes, 

Q. peal in 1933 your average was 16-47 cents?—A, Yes, But there are 
tobaccos there that we bought at 23 cents. We bought the quantity we needed 
of the best grades that we paid 23 cents for; and then we went out and bought 
other grades, 

Q. What flue-cured have you on hand, approximately?—A. Well, we have 
on hand, I suppose, one and a half million or so, 

cr 1,500, 000 pounds?—A. I am saying that now from memory, I could 
not say the exact figure. 
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By the Chairman: 
Q. That is within a narrow range of it?—A. Yes. 


By Mr. Sommerville: 
Q. What are your usings of flue-cured?—A. They are increasing from year 
to year, and I would not be able to tell you. 


By the Chairman: 
Q. What did you use last vear?—A. Last year? 


By Mr. Sommerville: 
Q. Yes, approximately ?—-A. It is very difficult to say. I would not like to 
make a blunder. 
Q. What are your total usings of flue-cured and Burley?—A. One and a 
half millions, about. 
Q. About one and a half millions of flue and Burley?—A. Yes, Burley and 
flue-cured, 


By the Chairman: 

Q. Your holdings of tobacco to-day are not alarming, compared with what 
you use?—A. Oh, we are not scared, 

Q. You are not at all frightened about it?—A, No. We didn’t buy very 
heavy of Burley this year, because we didn’t think we should go very heavy in 
Burley. We bought a little heavier flue, because our business has turned a little 
to flue, because we are going more in the cigarette tobacco business than we 
were before. 7 

Q. You will hold that for what, 18 months or 24 months?—A, Oh, 24 
months. 


By Mr. Sommerville: 


Q. Twenty-four months average?—A. Yes, or 30. We usually try to 
keep a 30 months’ stock, so we won’t be squeezed on the market if anything 
happens. At the same time we have to let our tobacco get a little older, because 
it is not good to use when we buy it. | 

Q. As far as you are concerned, you have no fear about the quantities 
that are on hand?—A. No. I would not say we will buy as heavy next year, 
because we never know what is going to happen. At the same time, we are not 
afraid of what we have. We can carry it; and then we have Just about enough 
to keep us going in our ordinary way. 

Q. Now, Mr. Picard, out of your particular experience in selling, perhaps 
you can give us some of your experiences of the practices that you meet in 
competition?—A. Sir, before I begin, if you will allow me, by an accident, this 
morning I went into one of the stores on Sparks street, and I was talking to a 
merchant there. He showed me where he had a request to answer whether they 
were in favour of price maintenance or not. He had a little piece of paper, type- 
written, on which was marked, “ Are you in favour of price maintenance ? ” 
There was a space to mark yes, and a space to mark no, and a space to sign the 
name. It is understood he was in favour of price maintenance. I only bring this 
up at all to have the opportunity of telling you as far as we are concerned we 
are very much in favour of price maintenance. In fact we co-operate as much 
as we can. Furthermore, we never went into the practice of selling even to 
canteens or relief camps at prices below the price we are selling to the ordinary 
jobbers or retailers, because we can’t do it; because we sell our tobacco at prices 
such that we can’t afford to cut them. 
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@. You do approve of price maintenance as a method of merchandising in 
the tobacco industry?—-A. Oh, 100 per cent; especially to-day with the small 
profits the retailer is getting. He would not be able to make a living if there 
is any cutting in the prices. 

(. He is getting 13 per cent now?—A. Yes. He is getting a little more than 
that from us. We give him 15 per cent. Even at that, I don’t think we are giving 
enough. Because the habit before was that it was a gentleman’s understanding, 
I think—or anyhow, years ago it was 20 per cent. Tobacco that was selling at 5 
cents would cost the retailer 4 cents. Tobacco that would sell at 10 cents would 
cost the retailer 8 cents; tobacco that would sell at 15 cents would cost the 
retailer 12 cents. I think I am the only man here that knows that. I think I am 
the oldest man in the tobacco business in this room. 

Q. But gradually that has been cut down so that the retailer’s profit is 13 per 
cent?—A. Well, that began when the sales tax came on. They began taking a 
little off the retailer, and then next time a little more, and the next time a little 
more, until now he is starving. The profit to the retailer, by allowing 25 per 
cent,—if we take the sales in this country at $75,000,000, which we think it 1S, 
or thereabouts, and that the retailer gets 25 per cent of all the business, which 
is the average that the Imperial state in their brief, he would be getting about 
$12,000,000. If that is divided among 57,000 retailers, it is $260 a year each, or 
$4 a week each. Any retailer that sells $500 a week is a good retailer, $25,000 
a year. At 13 per cent, that is $65 for him to pay his own salary, to pay his 
employees, to pay his rent and pay everything. Before, he could sometimes 
sell novelties, pipes and things like that. He can’t any more, because they are 
given away as premiums, and the only thing he has to live on now is tobacco. 

What do you say, generally, is the position of the retailer, the retail 
tobacconist?—-A. Very, very, very poor. 

. At the present time?—A. Yes, very, very, very poor. Very dangerously 
poor. 


By Mr. Isley: 


Q. Did you hear Mr. Spafford’s remarks on that?—A. I heard them, but I 
don’t agree with them. I think he is in a very, very hard fix. I think the 
retailers in this country in another year or two will be out of business, every 
one of them. 


By Mr. Sommerville: 


. On the basis of the present conditions?—A. Yes. I know some retailers 
that are the best retailers in this country, and to-day they cannot pay their bills. 
They have been in business for twenty, twenty-five and thirty years. They own 
their business. They are getting a special 10 per cent discount; and even with 
that, they can’t live to-day. 


By Mr. Factor: 


Q. What about the retailer that has to pay 10 per cent extra? He is still 
worse off?—A. He is pretty badly off. If the one with only 10 per cent can’t 
make a living, the other one certainly can’t. 


By Mr. Young: 


Q. Is that due to the falling off in business?—A. That is one of the 
reasons. But at the same time his margin of profit has been reduced from time 
to time. It is really the retailer that pays the sales tax. Well, there is part | 


of it paid by the manufacturer, but every time the sales tax goes on, we increase 
the price to the retailer. 
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By Mr, Ilsley: 


Q. When you started, how much did he get in place of the 13 per cent he 
is now getting?—A. It was an agreement. It is understood. It is a fact. It 
is the basis of the tobacco industry not only in Canada; in the United States 
it was the same, even on tobaccos. In the States there has been a lot of cutting 
of price in cigarettes. The retailer should get 20 per cent and the jobber 10 
per cent. That is the figure that we should start on when we make our selling 
price, and then come along the line, or if we are going up, use the same figures. 
That was what it was until, I would say ten years ago or so. I don’t remember 
very well the exact date, but I do remember very well—although I am a young 
man, I think—the day that the first we did, a 5-cent package of tobacco sold 
at 4 cents, a 10-cent package at 8 cents, a 15-cent package at 12 cents. There 
was always that 20 per cent. Then, in those days, cigars were selling at $36 
to retail at $50. That went up and up, and now cigars are selling at $41 and 
some tobaccos are selling for—well, our average is about 15 per cent. But you 
see, we are not very heavy in cigarettes. If we were very heavy in cigarettes, we 
would be 18 per cent, the same as the others. 


By Mr. Ilsley: 


@. You spoke about the retailer being starved. What about the jobber? 
How is he faring under the present system of distribution?—A. The jobber is 
not getting too much either. 

Q. He is getting as much as he ever did; that is 10 per cent?—A. Well, 
there is a very, very small reduction of about—once it was about a half or so 
per cent. But we don’t calculate our prices like the others. We give them a 
straight 10 per cent off the selling price. Others have two lines. We give a 
straight 10 per cent, so we consider they get 10 per cent, although they get a 
~ lot more from tobacco. 


By Mr. Factor: 


Q. You have a list of direct retailers, the same as the other manufacturers, 
who do not buy through jobbers?—A. Not belonging to us. We sell direct to 
retailers. 


By Mr. Sommerville: 


Q. You sell direct to some retailers?—A. A lot of them. 

Q. Just as some other tobacco men sell direct to retailers?—A. Yes. 

Q. But most of your business is done through the merchandising method 
that has been given in evidence here, through the jobbers?—A. Yes. We are 
not against the Jobber; we are in favour of the jobber. He is very useful. In 
fact, we can’t do without him. But the reason why, I think, that the business 
is going away from the jobber is because the retailer is starving; and to allow 
him a little more, we may put him on the list. 


By Mr. Factor: 


(. That is why there is such a cry from so many retailers, particularly in 
Toronto, about being put on the direct list and trying to make a living?— 
A. Certainly, I have to admit here, as a manufacturer, that the profit to the 
retailer is certainly very unreasonable. 


By Mr. Sommerville: 


Q. Now, Mr. Picard, will you please tell us what are the practices that 
you have found militating against the development of the independent busi- 
ness?—A. Anything they can think of, and anything they can do. 

Q. You say anything they can think of, and anything they can do. That 
is broad enough. That is a good start. Just develop that, please. Just tell 
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us what you mean by that?—A. Well, I don’t know. Sometimes I really think 
the officers of the company don’t know about it. It is a question of them 
driving their men. They drive their men, I suppose. That is the way that 
everybody, or the great majority of manufacturers do, I suppose. I don’t 
know. We don’t do it. I suppose that is the way it should be done. That 
is probably the reason we are not any bigger. Unfortunately they drive their 
men, and their men get so nervous and excited that they think they must upset 
everythnig in the way. They have 133 men, I heard them say this morning— 
I don’t think that includes Tuckett’s and B. Houde men. 

Q. I don’t think so either?—A. There are 133 men going around the 
country with 100 advertisers following them up, and reporting on them if every- 
thing does not turn their way. 

Q. Wait a minute. What do you mean by that? You say there are 133 
men, and you say they are 100 advertising men?—A. Yes. 

Q. That is, the Imperial have 100 advertising men?—A. I am taking the 
figures that I saw in their brief. 

@. They have 100 advertising men; what is the job of these advertising 
men?—A, They are supposed to get space to put up signs, and supposed to put 
advertising matter in the stores, and supposed to make window displays, and 
supposed to check up on the salesmen. 

@. Check up on the salesmen?—A. Yes, and they are supposed to keep on 
putting the fear of God in the hearts of the retailers. 

Q. They are supposed to keep on putting the fear of God in the hearts of 
the retailers. In what way?—A. In telling them that they will have to report 
them to the salesmen or to the managers of the branches. 

Q. For what? They will have to report them for what?—A. Well, if they 
display any other people’s brands, or if they have not got their share of adver- 
tising or their big lion’s-share of advertising, or if they don’t do what they tell 
them to do. 

@. You spoke about checking up on the salesmen. In what way does that 
operate? What happens with that?—A. Well, you know, they have their adver- 
tisers going around making up windows and things like that; and the salesmen 
I am giving a personal opinion, you know— 

Q. You have had some of their salesmen on your staff?—A. Yes. 

Q. Subsequently ’?—A. Yes. 

Q. You have had both inside and outside information?—A, Yes. 

Q. Just tell me how it operates?—A, Well, these men go out there and they 
report to the manager if the store is not giving enough display, or if the sales- 
man does not seem to have had enough hold on the merchant, or things like 
that. Then the salesman, being so afraid of losing his job in this situation, 
sometimes goes to extremes. Sometimes I think that the head office does not 
even know it, because I would not think they would allow things like that, 
purely and frankly. It is going too far. 

@. What is done by the salesman with respect to display, for instance, of 
other people’s goods?—A. Firstly, they have instructions by writing or in con- 
ferences to see that their goods only, if possible, are displayed, if the man is not 
too independent. If the man is a little independent, he can put up a fight. 
But you know how it is; every body is expecting to go on that list, that preferred 
list. Their work is to see that their goods only are displayed, if possible; and if 
there is any displays on the counter, like in the country stores where they have 
their displays in cases in the back there, they are supposed to show the mer- 
chant how to display his goods, and they go up there and display the goods to 
the merchant, show them how they could display them better than the other 
fellows; and while doing that, they push the other fellows’ goods behind and put 
their own in front—a nice point of view for the people that walk in, but not so 
good for the independents. 
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Q. What happens if their goods are displayed in the retail merchant’s 
establisment? What have you found within your experience?—A. I had so many 
complaints about that, about the ways and means that they were using in these 
things, that we just simply told our salesmen, “ Now, gentlemen, don’t report 
that to us. Fight, make your own battle, because if we begin looking after all 
these things, we would not be able to do anything else.” So we didn’t think 
that there would be any place to report, or anything like that; but unfort- 
unately when I got at the office on Saturday, I had a letter and if you will 

allow me, I will read it to you. 

| Q. Yes, go ahead.—A. Last week on my way back from Quebec, I stopped 
at the Imperial’s office and had a chat with Mr. Spafford about Mr. Watson of 
Saint John. This letter was written on May 8, and I can tell you it was not 
requested; because our instructions to our salesmen are not to report these 
things, they are too heartbreaking, but to take their medicine: that we have 
enough of our own, and that they are not working—they are not supposed to be 
looking after what the other fellow is doing. They are supposed.to be selling 
goods for us. I got a copy of the letter they wrote to you. This reads: 


I suppose you have Ned Tucartians’ and KE. P. Watson’s letters by 
now. Mr. Watson received a letter from Mr. Miller, president of the 
Imperial, to-day, saying he had instructed Mr. Farry to put him back on 
the list again with no restrictions. He is certainly very thankful to you 
for your help. 

This Mr. Farry, manager for Imperial, is using regular gangster 
methods with the direct accounts here and has most of the merchants 
frightened to push or display opposition lines. I told you in my last letter 
that Harry Green was displaying 20 Grand and Leicester Square on his 
counters and in his windows for us, and Mr. Farry gave him the devil for 
it to-day, and forbade him from putting any other lines but theirs in his 
window when they dress the backgrounds. Mr. Green was telling me 
to-night that he would likely have to get me to take back the Leicester 
Square as he says he is afraid they will take him off the direct list, the 
manager told him so only in a different way, and I could name you several! 
more, but they are frightened to write in like Mr. Watson. 


The rest of the letter has nothing to do with it, excepting just at the bottom of 
the letter where he says: 
....We have enough new lines to keep us busy on our territories for 
another five or six weeks. You may depend I will fight all I can, and I 
would not trade jobs with any other salesman on the road to-day. 


That is the only way we can put up a fight, by making our men believe they 
have the best job in the world. 
! Q. Is this the condition which, out of your experience of years, you have 
found to be general in the trade throughout Canada?—A. Yes, from Vancouver 
to Sydney. 
Q. And is it a fact, from your experience with retailers, that they are subject 
to this amount of pressure from the Imperial Tobacco Company?—A. Sir, to me 
personally there is not less than a thousand have told me. I travel around and 
go and see them once in a while. 
Q. What is their fear, Mr. Picard? What is the fear of these retailers?— 
_ A. Well, there are two things. There is the fear of being cut off the list when 
they are on the list; and there is the fear of not going on the list some day, if 
they don’t follow the instructions and the directions that they are told to follow. 
Q. And these things are accountable for the condition that exists, the con- 
dition you have described?—A. Yes. 
Q. You heard some one give evidence here about the purchase of cigars, one 
having to buy cigars in order to get other tobacco. What is your experience 
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in that connection?—A. Well, I must say it is not-cigars; it is tobacco. The mer-_ 
chant is told, you won’t get our cigarettes if you do not buy so many pounds of 
tobacco. The merchant, when he has the tobacco has to push it. He has to do 
everything he can with it. Then, that cuts out the other fellow. | 

Q. Cuts out the independent?—A. Yes. Mr. Sommerville, will you let me 
add something, as well, to what I said when we were talking about price main- 
tenance. 

Q. Yes—A. We admit that the Imperial Tobacco Company is helping, in 
many cases, in keeping price maintenance, and it is a good thing; but sometimes 
for reasons of discipline, or when the merchants do not agree with what they say, 
they just come out there and let everything loose. Quebec city is in that position 
to-day. 

é By the Chawman: 

Q. When you say “ Let everything loose,” what do you mean?—A. They sell 
in Quebec city to-day—not only our relief camps, but the canteens at the citadel 
are buying goods at $6 a thousand, when the retailers have to pay $8.64. 


By Mr. Factor: 


Q. From whom?—A. From the Imperial, and I think Macdonald’s also. 
I do not know from whom; anyway, not from us. But furthermore, there 
is a special man or agent or whatever you want to call him, who is buying cigar- 
ettes direct or from the jobber, less discount price, and has a list of customers 
of about, I should say, probably—well, I heard they told me about 2,500; and 
these people pay $1 a year to be on that list and then they can get their cigarettes 
at cost. 


By the Chairman: 


Q. Whose cigarettes?—A. Well, those that I saw were Imperial Tobacco 
Company’s. I do not say there are no others, but those I saw were Imperial. 
They buy cigaretes at 21 cents when the price is 25 cents. 

@. Your point is, this is in violation of the so-called maintenance scheme? 
—A. Yes, because, what about other retailers with all their customers. 


By Mr. Sommerville: 


Q. What is the reason for this condition in the city of Quebec to-day ?—A. 
I think the reason is because the jobbers would not agree to form an association. 

Q. You are agreeable to the method of distribution through jobbers and job- 
bers’ association?—A. And jobbers and all that. We state that. We have 
advised the jobbers that we will agree to price maintenance, and that we agree 
even to go as far as to cut off anybody who cuts prices. What is happening? 
The associations insist on having lists of our customers, and things like that. 
That is not our agreement. They insist also in other places on having customers 
who were buying from us for twenty or twenty-five years directly, to be cut off 
the list; and that is not our agreement either. We could not do that, because 
of this reason: Take a province like Manitoba, for instance. If we take ninety 
accounts, the Imperial with two or three different companies will take 200 or 270. 

Q. What do you mean by that? You say if you take ninety accounts in 
Manitoba, the Imperial will take 200 or 270? What are you referring to now? 
The jobbers’ association is in operation in Manitoba?—A. Yes. 

Q. Then the jobbers’ association will agree to your taking ninety accounts 
that you sell direct?—A. Yes, the jobbers will allow ninety accounts of retailers 
that we are allowed to sell to direct. We are allowed to go and sell to these, who- 
ever we please, in the province. We are allowed to do that. 

Q. You are allowed to sell to these; that is their suggestion?—A. The first 
chance, the first place where the independents have not got, I would not say, a 
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show. That is the first place where the independent has not got the same show- 
ing, because of the United Cigar Store. : 

Q. Why?—A. The United Cigar Store for one. 

Q. First of all, you say you would have no showing because the United 
Cigar stores are on the direct list of the Imperial?—A. Yes. 

Q. Then, in addition to that, the Imperial will have ninety accounts?—A. 
Ninety accounts, Tucketts and go around— 

Q. And they have ninety?—A. Yes, and the B. Houde Company come in. 

Q. And they have ninety accounts?—A. That will be 270, but we will be 
allowed ninety, and the United Cigar Stores and all the same value, and so there 
is very little value in comparison to what they are for the Imperial Tobacco 
Company. 

Q. Is that the plan that is in operation in any of the provinces?—A. Well, at 
the meeting of the jobbers’ association in the West last February, this came up, 
and that was the objection I put to it. I said, if the Imperial Tobacco Company 
will make their three companies one company— 

Q. And take ninety?—A. Ninety accounts for the three companies, it would 
not be objectionable to us; but they would not agree to that. They said they 
were different companies, and furthermore I may say that the other fellows that 
are not buying direct, they have their General Cigars and can sell them with 
discount and come in there and sell them at a discount for 200 or 300 cigars, 
and they tell them, we will sell your cigars at a discount on condition you do 
this and that in the store. 

Q. Yes. What about the method of appointing somebody in the town to 
represent one firm, and then another firm, the Tuckett Company, and Houde, and 
Imperial or General Cigars; what information can you give the committee upon 
-that?—A. I do not get your question. 

Q. Well, have you had experience where one man is appointed to repre- 
sent Tucketts, and another man appointed to represent the Imperial?—A. Yes, 
sir, in the province of Quebec, in one district of Quebec, the eastern district that 
is from Three Rivers east, what we call the eastern division of Quebec, we 
have had several complaints from our salesmen, where they tell us that in a 
town where there would be four or five merchants the Imperial Tobacco 
Company would go to one and say: We will make you our agents in the town 
if we get the whole of your window display, and then later on the Tuckett 
Tobacco Company will go to the next one, and B. Houde would go to the next 
one, and there would only be one or two left for the independents. 

Q. Each one of those companies would go to different stores or different 
merchants leaving the independent rather in the cold, is that the position?—A. 
Yes, sir. I know of some instances in places where the independents had the 
run on the tobaccos, where they allowed them to run wild. 

Q. What do you mean letting them run wild; do you mean where the 
independents were selling or had the sale?—-A. Yes. 

‘ ioe And then the Imperial allowed their men to sell, run wild as you say?— 

A. Yes. 

Q. Sell to everybody?—A. Yes, sell to everybody at a discount. 

@. At a discount?—A. Yes, at a discount. 

_ Q. And that is against your price maintenance plan?—A. Yes. Another 
thing against our price maintenance plan, and the reason why Mr. Gibbs resigned 
as president of the association: They have the United Cigar Stores and they have 
what they call branch stores that belong to the people but who have the sign 
of the United Cigar Stores on the condition that they buy their goods, and the 
United Cigar Stores have sent them circulars telling them that the man who sells 
the most Turrets will get a cash premium of $300 or something like that, and the 
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man who sells the most of another brand will get another cash prize of so much, 
and Mr. Gibbs objected to that because he said it was against price mainten- 


ce. 

Q. Well then what has been your experience with respect to window dis- 
plays; have you had any interference with your window displays?—A. A few 
years ago we used to have some window displays but we had to quit. 


By the Chairman: 

Q. Why?—A. We could not get the windows, sir, we had no chance; it 
was just throwing money away, and we cannot throw money away. We would 
go in and we would get a display. Some of the merchants are very independent 
and are very nice, in fact, I would say the majority are very nice, but you know 
how it is. They would come to us and say: We are very sorry but we have made 
an agreement with the Imperial Tobacco Company that from now on they will 
have displays always ready for us, you come in and give us your display every 
two weeks and walk out and come back after a month, and they have their 
displays all the time—and other reasons like that. 


By Mr. Sommerville: 

Q. In connection with your display signs, you were in the habit of using a 
good deal of those for some years?—A. Yes we were. 

Q. That is, your outdoor display signs?—A. Yes, and there again we had 
lots of trouble. I remember writing to the Imperial Tobacco Company asking 
them to discontinue some of these tactics. ; 

Q. What do you mean by that?—A. Well, they were tearing down the 
signs, displacing them, or seeing that they were pulled down. 

Q. And was that a general practice throughout your territory?—A. In 
different parts of the territory, yes, in Quebec. 

Q. And as a result what did you do with respect to outside signs?—A. That 
is another thing. We wrote to the Imperial Tobacco Company a few years ago, 
and they wrote back to us, and they told us that it would be stopped and in some 
places they replaced them, but about three years ago the same thing happened, 
and the first thing we knew the local manager came and we met him at his 
office and had quite a discussion over it there, and he had the chief advertiser 
in and the chief advertiser said that he had not done it although I had affidavits 
that he had done it; while he was not there he had paid to have it done. 

Q. Yes, you had affidavits to that effect which you produced to him at the 
time?—A. Yes, and that kept on until I got pretty hot and told them that if it 
happened again I would hire men to pull down theirs, but I am against that sort 
of practice, and when I walked out he said ‘ The next time you have anything 
to do with the Imperial Tobacco Company don’t write to the office for they have 
other things to do than read your letters.” 

Q. As the result of what you found with respect to the tearing down of 
your signs have you given up the use of these outdoor signs?—A. Yes. We 
have considered it two or three times since, but we came to the conclusion 
that it was nearly impossible and it was just throwing money away. We have 
come to the conclusion to put them back but we felt we could not do it. 


By Mr. Senn: 


Q. Mr. Picard, I suppose you in common with other manufacturers have 
been buying your tobacco more cheaply those last three or four years?—A. 
Pardon? 

Q. I suppose you, in common with other manufacturers, have been buying 
your tobacco more cheaply those last three or four years?—A. Yes, sir. 

Q. Have you been able to pass that benefit on to the consumer?—A. Yes. 
I may tell you that our prices in 1933 were 20 cents less than in 1932. 


— 
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Q. Per pound?—A. Yes. 

The Cuarrman: Mr. Spafford wanted to interrupt. I have no objection 
to your doing that, Mr. Spafford. What was it? If you have some specific 
point we will hear you, but we do not want to put you under examination 
now, because we are not through with our program. 

Mr. Sparrorp: Mr. Picard stated we are selling cigars and tobacco at 
special prices to canteens. While it did prevail it does not prevail to-day. 

The CuHarrman: It did prevail but you have stopped it? 

Mr. Sparrorp: Yes, and Colonel Spry of the Department of National 
Defence will tell you that. | 

The CuHarrMan: How long ago? 

Mr. SparrorpD: I would say within the last three weeks. 


Witness retired. 


A. G. MunNIcH, sworn. 


By Mr. Sommerville: 

Q. Mr. Munich, you are a tobacco manufacturer, connected with the manu- 
facture of tobacco?—A. Yes. I am president of Benson & Hedges. 

Q. You are president of Benson & Hedges?—A. Yes, of Canada, Limited. 

Q. And you manufacture cigars and cigarettes?—A. And tobacco. 

Q. And fine cut tobacco?—A. Yes. 

@. And your head offices are in?—A. Montreal. 
me And you have been engaged in the business in Canada for some years? 
—A. Yes. 

Q. And have a general business from coast to coast?—A. Yes, sir. 
Mr. Facror: How long has he been in business? 


By Mr. Sommerville: 
Q. How long have you been in business in Canada?—A. Oh, about 35 
years. 
By Mr. Boulanger: 
Q. Where is the parent company?—A. In London, England. 


By Mr. Sommerville: 

Q. Mr. Munich, will you be good enough to tell the members of the com- 
mittee what your experiences have been during these years of your experience 
in the industry in the practices of your competitors, or some of your competi- 
tors, in the merchandising of your product?—A. Well, of course, I am presi- 
dent of the company but I am not very actively connected. 

Q. At the present time?—A. In the management of the affairs of the cor- 
poration; but I became president in 1926, and from that time on I figured that 
we should go into a different method of merchandising our product. That is, 
go to the general trade. Up to that time Benson & Hedges were dealing more 
exclusively with a certain class of the trade. The objection to that was pointed 
out to me by our manager at the time, that if we did anything of the kind we 
would immediately be interfered with by the Imperial Tobacco Company. 
Well, that statement appeared to me at that time rather ambiguous, and I 
could not see why the Imperial Tobacco Company should interfere in our mer- 
chandising program. However, we started on that policy and started to dis- 
tribute our goods in as many stores as we could from coast to coast. Then the 
complaints began to come in from the travellers of the interference that they 
met with from the Imperial Tobacco Company. Unfortunately, every time it» 
was the Imperial Tobacco Company that was interfering, it wasn’t anybody 
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else. Well, I did not pay any attention to it, would not listen to the argument, 
and I blamed our sales manager, the men were putting it over on him, and that 
I did not believe the Imperial Tobacco Company, as a corporation, a large 
institution, would lend itself to such tactics as were brought to my attention. 
And this condition went on for some years until finally we had to take notice 
due to the fact that our business was gradually dwindling, and several instances 
were brought to my attention. As a matter of fact, I can only say that what 
the other manufacturers have just.a few minutes ago stated was exactly the 
case with us. 


By the Chairman: 
@. That has been your experience, Mr. Munich?—A. Absolutely. 


By Mr. Sommerville: 


Q. From coast to coast?—A. Yes, from coast to coast. 

Q. And from year to year?—A. From year to year. 

. Is it your belief, Mr. Munich, from your experience in the generality of 
the charge, both in area and in time, that these practices could not be continued 
without the knowledge and approval of the head office?—A. Well, I am rather 
surprised. Of course, I have only attended the meetings since yesterday, but I 
was rather surprised to hear some of the evidence of some of the officials of the 
Imperial Tobacco Company on the stand here admitting that they were not 
aware of the situation. I can hardly credit that. 


By Mr. Isley: 


Q. Mr. Spafford you mean, I suppose, Mr. Munich?—A. Yes. It does not 
seem believable, because it is such a well known situation that exists among all 
the dealers; they are all'afraid; they are all frightened. You approach a dealer; 
you can almost say anything to him, but he is absolutely afraid of his life to do 
what is a certain thing for the benefit of the independent; they would like to, 
but they say: If I do that my bread and butter is going to be taken away from 
me, what am I going to do with my family? 

Q. And is the dealer willing but afraid?—A. Absolutely, Then you take 
the indirect dealer, he is just in the same position, because it seems to be a 
method of baiting the dealer, holding a bait in front of him by getting him to 
believe that if he does the right thing with the Imperial Company’s goods, 
promote the sale of the Imperial Company’s goods, feature the merchandising 
of the Imperial Company’s goods, and allow the proper display of advertising 
matter and all that, he will eventually get on the direct list, and that is a bait 
naturally which prevents the dealer from doing anything to help the indepen- 
dent but rather to do everything he can to oblige the Imperial Tobacco Com- 
pany, and we are left— 


Mr. Factor: Holding the bag? 
The Wirness: Yes, holding the bag. 


By Mr. Sommerville: 


Q. What are some of the practices that have been referred to by the gentle- 
men who have given evidence to-day?—A. Well, I have just an instance that 
was brought to my attention the other day in Montreal at our office by one of 
our salesmen; in the north end of the city of Montreal he had cultivated a cer- 
tain new store who did a very nice business. That man has three windows. I 
think it is a corner store having one window on one corner and two windows on 
the other street. Our salesman was able to obtain two of these windows, and 
he was an indirect account. That is, he could not buy directly from the Imperial 
Tobacco Company but he could buy from a jobber indirectly, and naturally he 
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was trying to get on the list, because it is the object of every dealer to try to 
get on the list and get the extra 10 per cent, and it has been the reason of hurt- 
ing our merchandising on the counter. As I say, we had two of his windows. 
Well, the other day we were notified to take our stuff out because the Imperial 
Tobacco Company had agreed to put him on the direct list and we lost out. 


By Mr. Ilsley: 


Q. Agreed to put him on the direct list?—A. Yes. Well they signed him up 
for five years on his windows. At least, that is what the dealer reported to us. 


By Mr. Young: 
Q. Signed him up on the entire window space?—A. Yes. 


By Mr. Sommerville: 
Q. That he give the windows to them for five years?—A. We have many 
cases where it is impossible, where the dealer would like to display our mer- 
chandise, but he has been compelled to take it off. 


By Mr. Boulanger: 

Q. Did you pay anything for the use of the window?—A. They didn’t have 
to pay anything, You must bear in mind that practically 80 per cent of the 
dealers’ business in tobacco represents Imperial Tobacco (Company’s merchan- 
dise, and the rest of it is distributed among the rest of the independent manu- 
facturers. A large proportion of the rest of it goes to the Macdonald Company. 
We, the smaller ones, get the leavings. 


By Mr. Sommerville: 

Q. What is the effect of such a policy upon the development of independent 
business?—A. Well, I think the more I look at it the more J am convinced that 
it is just a matter of a very short time when the remaining independent dealers 
will be thrown out of business, and all the business will be in the hands of the 
Imperial Tobacco Company. It cannot be otherwise. J must say that if I were 
in the position of Imperial Tobacco Company probably I would do the same 
thing. I am not going to say I would not. JI might do the same thing, it is 
human nature, 


By Mr. Factor: 


Q. It is a pretty low state of human nature, that is all I have got to say 
about it?—A. The way the situation is fixed to-day all you have to do is just to 


sit back and wait. We are all of us, I do not know any of our competitors’ 


financial statements, I have never made any attempt to look at their financial 
statement, but I am quite prepared to make this statement to the committee: 
that every one of these companies must show a terrific drain on their resources 


to-day, and that is entirely due to the fact of that kind of competition that we 
‘manufacturers have to meet against the Imperial Tobacco Company; because, 


although we were always willing to limit the amount of merchandise ‘compared 
with the Imperial Tobacco Company when the times were good, the dealer was 


able to pay us. They would pay promptly. But when times got bad, and the 


drop of consumption in cigars especially, the dealer finds himself forced—he 


must pay spot cash to the Imperial Tobacco Company for his product. Now, 
where is he going to get the money? The only way he can get that money to 
pay the Imperial Tobacco Company is to take my money, Grothe’s money, or 
the Rock City money, or the Macdonald’s money—take every small manufac- 
turer’s money and hand it over to the Imperial Tobacco Company; and we 
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have to stand a heavy loss, Our failures up to the period of the depression 
probably amounted to less than—TI do not think they amounted to one per cent. 
To-day our failures amount to as high as 10 or 15 per cent. 

Q. Yes?—A. All this we have to absorb, and that is the cause. I do not 
like to talk against the Imperial Tobacco Company, because we all have to run 
our own business, but I am quite satisfied—and if the Committee desires to 
verify all these statements that have been made by the Independent, it is quite 
possible for them to do so; because the situation is so clear that all you have to 
do is to go in to the dealer, and you can pick anyone out blindfolded; but he is 
afraid to talk, he is afraid to open up on the subject, because he realizes that 
indirectly or directly he is going to get hit. Probably I will be hit after this 
speech of mine, but I don’t care; they are not big enough to frighten me as far 
as I am concerned. 


By the Chairman: 


Q. Tell me this, Mr. Munich: have you found these objectionable competi- 
tive tactics on the part of any of your other competitors?—A, No, I certainly 
have not, There is no question there is some competition between us naturally. 

Q. I am speaking of objectionable competition? 


Mr. Factor: Not that jungle competition. 
The Witness: Not a single instance, 


By the Chairman: 

Q. One other question: do you think it is necessary in business to engage 
in these practices?—A. No, it is not. I think it is a detriment to the whole ~ 
tobacco proposition throughout the Dominion. In the first place, if I understand 
the matter, this inquiry: is largely with the idea of helping out the farmer, the 
source. Well, what is the result to-day?—A. To-day the prices for raw tobacco 
are dictated by the largest manufacturer. He dictates the price, and we have 
to follow suit and take the leavings. If we were enabled to trade in this country 
openly and sell our merchandise in competition with everybody else on its merits, 
I am sure that every one of our independents would develop our business inside 
of a year. And if we were able to do that, what would be the result? We would 
be in a position to compete among ourselves in the purchasing of raw material, 
and that in itself would create a far better situation with the farming com- 
munity. But until something like that is done it will never be possible to make 
that statement very definitely. Gentlemen, you have not got the slightest con- 
ception of the conditions under which the Independent manufacturers are labour- 
ing to-day. You cannot realize it. 


By Mr. Factor: 


Q. We have some conception, from the evidence that has been given?—A. 
They have not even touched the true basis of that situation, it is alarming. It 
is alarming, and from the general standpoint it could not be tolerated. 


By Mr. Sommerville: 

Q. And from the retailer’s standpoint, what is your observation, Mr. Munich; 
is it good for the retailer to be in that position?—A. No, it is not good for the 
retailer. It is not good for the retailer in this way: the retailer to-day is selling 
largely one product, and he has not got the ability of showing his merchandise 
the way he should show it. And then in addition to that it is not fair to the 
consumer, because the consumer has not got the ability of buying at all, or 
judging the quality of the different classes of merchandise. He is practically 
dictated to to-day into one class of merchandise. To-day the situation is that 
the average Canadian is forced to smoke a certain class of manufactured goods. 
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@. Because of the prominence with which they are displayed?—A. Abso- 
lutely, yes. If the storekeeper gives prominence to our merchandise and hap- 
pens to build it up, immediately something happens, sooner or later something 
happens as it has happened in the past. These things have been brought to our 
attention, and all of a sudden we find this man is not buying any more, not the 
same amount of product from us; and his reply to us is, well I have been told 
that if I do not buy so many cigars I will not be able to get my cigarettes. So 
that is not fair, and you cannot blame him. There is nothing to blame the 
retailer for, if he cannot buy cigarettes he is going to starve. 

Q. That really means he is not a free agent?—A. He is not a free agent; 
oh no, far from it. It is very much changed. 


By Mr. Senn: 


@. Have you a preferred class among your purchasers?—A. A preferred 
class? 

Q. Such as was described?—A. Yes, we have a direct list and we have an 
indirect list. 

@. You think then that is not the cause of the difficulty?—A. No, because 
you see the indirect list as we consider it, is the very small dealer. For instance, 
there are many restaurants you know, or people who make a store out of a 
residence or a room on a small side street, and they are selling soft drinks, and 
all sorts of things and they handle a few cigarettes, and probably a few cigars. 
Well these small dealers are probably buying two or three packages of cigarettes 
at a time from one dealer, and they are probably buying four or five cigars 
because it is retailed out to them—they do not have to buy a box of 25 or 50, 
they will go out and buy a small carton of five. Well now, it would not pay us 
to sell a man that small quantity; therefore, that goes into the hands of the 
jobber. 

Q. Yes?—A. We certainly would rather sell entirely through the jobbers, 
because our method of collecting would be so much easier. But that is where 
we discriminate, if you call that discrimination, between the direct and indirect 
account. 


By Mr. Edwards: 


@. When the Imperial Tobacco Company put a dealer on the direct list, does 
that automatically put them on as an independent dealer?—A. Oh no, we have 
nothing to do with it; it does not automatically put them on with us, but we 
have many dealers on our direct list that the Imperial Tobacco Company have 
not got on their list; they have them as indirect. 


By Mr. Young: 


Q. You said a minute ago that if you had more competition, that is with 
small dealers buying—fair competition in the selling—that you would be able 
to pay the farmer more for his tobacco. Would you explain how you could 
_ do that?—A.I did not say that we would be able to pay more. I believe we 
would be able to pay more in this respect. To-day we are paying a big price 
for tobacco, far more than the Imperial Tobacco Company are paying. 

@. You pay more for your raw material?—A. We do, because you see they 
buy direct from the farmer. They have their own shipments and they sort 
out and grade that tobacco, and by getting it in bulk like that, they are able 
to grade it, and they are able to get it on an average price and they are able 
to dispose of all of their tobacco through their whole tremendous organiza- 
tion and business. Now, if we were all on the same footing, and were all doing 
a much larger business than we are doing to-day, we would be able to buy 
from the farmers and grade the tobacco. Listening to the evidence of yesterday, 
there is no question that the proper method of merchandising tobacco is the 
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method that applies in the United States; that is the auction method. When 
you have the auction method the farmer naturally has to grade his tobacco. 
He grades his tobacco, and if he can get 20 cents or whatever the price may 
be for that particular grade, all the better for the farmer, And it gives him 


this further incentive of taking care to grow a better crop. The method as 
applied to-day, in my mind, is all against that. 

Mr. Facror: Mr. Chairman, do you think we had better adjourn? 

The CHAIRMAN: Yes. Do you want anything further of Mr. Munich? 

Mr. Factor: We are having the other witnesses back to-morrow, aren’t we? 

The CxarrMANn: Yes, we are; in the afternoon, not in the morning. 

Mr. Factor: Not in the morning?—A. No, I have to attend a meeting of 
the Agricultural Committee, if you don’t mind. 

Mr. SommervitteE: Before we adjourn, I would like to have delivered to 
me the wage list of the Imperial Tobacco Company. 

Mr. Lane: They are not prepared yet, they are in the course of prepara- 
tion. 

Mr. SomMMERVILLE: Could I have them in the morning? 

Mr. Lane: I am sorry, it is physically impossible. 

Mr. Sommerrvitte: There are some that would be ready, I feel sure, at 
this time, and I would like to have them in the morning; those companies that 
are ready. 

Mr. Lane: I will telephone to Montreal to-night and see what is available. 

The witness was discharged. 


The committee adjourned at 6.05 p.m. to meet again on Wednesday, May 
16, 1934, at 3.30 o’clock p.m. 
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House or Commons, Room 368, 
May 16, 1934. 


The special committee appointed to inquire into price spreads and mass 
buying met at 3.30 pm. Hon. H. H. Stevens, presiding. 


Mr. Norman Sommerville, K.C., of Toronto and Mr. W. Wacker ik C 
of Toronto, appeared as counsel for the committee. 


The CuHatrman: Order, gentlemen. The minutes of the last meeting in- 
dicate the witnesses that were heard and certain documents that were filed. 
We will order the minutes approved as presented. The clerk of the committee 
desires to file a list of exhibits numbered 144 to 162 inclusive. They represent 
certain documents which have been laid on the table. I will not read the list 
because it is long. 


EXHIBITS FILED 


The Financial Statements of the following Companies:— 
Exhibit No. 

144.—The Tuckett Tobacco Co., Ltd. (years 1930 to 1933 inclusive). 

145—Hodge Tobacco Co. of Canada, Ltd (1929 to 1933 inclusive) to- 
gether with Statement covering purchases of 1933 crop flue-cured 
tobacco. 

146.—Dominion Tobacco Co. Ltd. (1929 to 1933 inclusive). 

147.—Empire Tobacco Co., Ltd. (1929 to 1933 inclusive). 

148.—James Kirk Limited (1929 to 1933 inclusive). 

149.—The H. Fortier Company, Ltd. (1929 to 1933 inclusive). 

150.—John Erzinger, Limited (1929 to 1933 inclusive). 

151.—Scales and Roberts, Limited (1929 to 1933 inclusive). 

152.—American Tobacco Co., Ltd. (1930 to 1933 inclusive). 

153.—Punch Cigar Co., Ltd. (1929 to 1933 inclusive). 

154.—Andrew Wilson & Company, Ltd. (1929 to 1933 inclusive). 

155.—National Tobacco Co., Ltd. (1929 to 1933 inclusive). 

156.—Liggett & Myers Tobacco Co. of Canada, Ltd. (1929 to 1933 inclusive.} 

157.—Quebece Leaf Tobacco Co., Ltd. (1931 to 1933 inclusive). 

158.—General Cigar Co., Ltd. (1929 to 1933 inclusive). 

159.—The B. Houde Co., Ltd. (1929 to 1933 inclusive). 

160.—United Cigar Stores, Limited (1929 to 1933 inclusive). 

161.—United Cigar Stores (New Brunswick), Ltd., 1933. 

162.—United Cigar Stores (Nova Scotia) Limited, 1933. 


Now, to-day we have requested the Honourable Mr. Cahan, Secretary of 
State, and the Honourable Mr. Matthews, Minister of National Revenue to be 
Present. ‘The Honourable Mr. Rhodes, Minister of Finance, as the committee 
and others all know recently suffered a very sad bereavement and is not in the 
city and, therefore, has no knowledge of the request to be present to-day, but, 
no doubt, if it is desired he will be available later. . 

Counsel for the committee advised Mr. Stewart—and later he will read 
into the record the telegram which he sent—that we would meet to-day and the 
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Ministers would be here, and he replied indicating that he had no further desire 
to be present and would be quite satisfied with whatever statement was chosen 
to be made by the Ministers; he had nothing further to add. I am sure we 
appreciate the attendance of the two Ministers who are present with us. 
Counsel for the committee suggests reading these short telegrams first. 


Mr. SomMERVILLE: The first is a telegram to Walter Stewart dated Ottawa, 
Ontario, May 14, 1934, which reads as follows:— 


Your letter received and read to the committee stop The Prime 
Minister has requested that you be given every opportunity to ask the 
Ministers to whom you referred the questions indicated by you in your 
evidence and in your letter stop These Ministers will be requested to 
be present next Wednesday afternoon for the purpose of affording you 
that opportunity you desired stop Possibly Mr. Rhodes who so recently 
suffered such a sad bereavement in the death of his wife may not have 
returned but it is expected the other Ministers will be available. 


That is signed by myself as counsel for the committee. 


This telegram was received from Mr, Stewart dated at Montreal, May 15, 
1934, addressed to myself:— 

Your telegram received and I wish to thank the Prime Minister for 
giving me every opportunity of asking the Ministers to whom I referred 
the question indicated by me in my evidence and my letter stop If I went 
to Ottawa I could only reiterate the question mentioned in my letter 
stop I will be satisfied with an answer to that question without further 
attendance before your committee. . 

Signed Walter M. Stewart. 


The CuHatrMAn: Perhaps I might first read the question to which he refers 
as indicated in his letter and what was stated when he was on the witness 
stand:— 
I would have liked to have asked the Minister— 


naming the three Ministers— 


—if they could tell why other manufacturers had advance informa- 
tion of the changes in excise duty. 


That is the question. Now, Mr. Cahan and Mr. Matthews are here, and I am 
sure the committee will welcome a statement from Mr. Cahan first. 


Hon. Mr. Canan: Am I on oath? 

The CHarrmMan: Not necessarily. 

Mr. Youne: We will accept your word for it. 

Hon. Mr. Canan: Mr. Chairman, so far as I am concerned, when I read 
the evidence of Mr. Walter M. Stewart I had no recollection whatever of any 
such decrease in excise duty as was then under consideration by this committee. 
I was a member of the executive committee that discussed reductions in customs 
tariff at the time of the Imperial Economic Conference, but I was not, until that 
date, aware that a reduction in excise duty had been made such as appears in 
chapter 8 of the statutes of 1932 and 1933, which Act was assented to on the 
25th of November, 1932. I do not think it is necessary for me to tell this com- 
mittee that never directly or indirectly, by any oral or written communication 
or in any way whatsoever, have I ever revealed to any person any matter that 
was being discussed prior to the bringing down of any budget since I have been 
a member of this government. That is clear. But I was intrigued by the fact 
that I did not recollect anything about this particular reduction in excise duty; 
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therefore, on looking up the debates I found that the House opened on October 
6, 1932, that the late honourable Mr. Ryckman introduced his Bill to make this 
reduction of November 3rd, that it then passed its second reading on November 
7th, 1932, and that it was assented to on November 25, 1932, and my entire 
ignorance was accounted for by the fact that I was appointed a delegate to 
represent the government of Canada at the Geneva Assembly of September, 
1932; that I sailed from Quebec on the 17th, I think it was—I have a note of 
it—yes, on September 17, I sailed from Quebec; that I had other duties abroad 
in connection with the second special assembly of the League of Nations in 
December, and at the time I was negotiating a trade treaty with France; and 
that I did not return to Canada until early in February, 1933—I think the 6th 
day of February, 1933—and, therefore, these were matters entirely beyond my 
knowledge in any way, as, when I was away, I was so very busy. I did not 
receive the Canadian newspapers and I saw, really, only such Canadian news as 
was published in the continental papers and occasionally in the London Times. 

On reading the Statute it was brought to my attention that this enactment, 
chapter 8 of the Statutes of 1932-33, although it was assented to on the 25th of 
November, 1932, was made, in respect to the reduction in cigarette excise duties, 
retroactive to the 13th day of October, 1932, which seemed to me to preclude 
any possibility of premature information. 


The CHatirMAN: Which is about two weeks before the date of its intro- 
duction. 


Hon. Mr. Cauan: Yes, nearly three weeks before. I would like to say one 
thing more, that for two summers I acted as the Minister of National Revenue 
during Mr. Ryckman’s illness. I sat by him in the House of Commons, I sat by 
him in council, and during two summers when he was ill I was administering 
his department, and I saw the precise way in which that department was ad- 
ministered, and it would be impossible to convince me that any revelation was 
made by him with respect to any prospective change in duties, excise or other- 
wise. 

The CuairMaN: Thank you, Mr. Cahan. Mr. Matthews is here. Although 
Mr. Matthews was not the Minister of National Revenue at the time, he is 
the Minister of National Revenue now and that was the Minister referred 
to by Mr. Stewart. So we will hear Mr. Matthews. 


Hon. Mr. Marruews: Mr. Chairman, the change in duties referred to 
took place in 1932. I was appointed Minister of National Revenue on the 6th 
of December, 1933, and, therefore, it is quite obvious that I could have had 
no knowledge whatever of any contemplated change in duty before I heard this 
matter read in the House of Commons. I do not know, Mr. Chairman, that 
I need say anything further than that. 

The CuatrMAN: Counsel for the committee has a word to say. It has 
already been referred to by Mr. Cahan, but I think it ought to be put clearly 
on the record in justice to the memory of the late Mr. Ryckman who was 
Minister at the time and so there may be no conceivable doubt in anybody’s 
mind as to anything of an improper nature having occurred in connection with 
this matter. 

Mr. SommervittE: The Bill which I have before me was the Bill in the 
form in which it was introduced as Bill No. 7, “An Act amending the Excise 
Act.” introduced by the late honourable Mr. Ryckman on November 3, 1932, 
retroactive, as the Honourable Mr. Cahan said, as of the 18th of October, 1982. 
So that even if it were conceivable that somebody did know a day or two days 
or three days even or many days before it would make no difference whatever 
to the manufacturers since the Act came into force and effect as of the 13th 
day of October and the reduced tax was in effect from that date, some 
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three weeks or more before the date. The reasons given by the Honourable 
Mr. Ryckman for the introduction of the Bill are set out, when the Bill was 
receiving its second reading, in Hansard at page 883 on the 7th day of Novem- 
ber, 1932. The Bill deals with the duties on spirits and cigarettes. Mr. Ryck- 
man says: 

The occasion for it is brought about by the agreement which was 
entered into with the United Kingdom. It will be noted from the schedule 
of the agreement that the Customs duties on spirits were reduced from 
$10 right across the columns to $8 British preferential, making a reduc- 
tion of $2 per gallon. 


And then it goes on to deal with the question of spirits and the reduction of 
the tax on spirits to bring the reduction into line with these preferential duties. 
Then on the same page Mr. Ryckman says: 

The next and last item that the Bill deals with is cigarettes. As 
the schedule will show, we made a change in the preferential tariff on 
cigarettes at the instance of representatives of the United Kingdom. 
That tariff was changed from $4.10 per pound and 25 per cent ad valorem 
to $3.50 per pound and 25 per cent ad valorem. It was thought necessary 
toa strike a proper ratio, and it will be found, if you work it out, that 
in all cases the difference will be at least $2, depending upon whether 
3 pounds or 24 pounds of tobacco go into a thousand cigarettes. I believe 
this will not result in a great loss in revenue. In the first year there may 
be some loss, but I would hope that in the second year it would be made 
up. I believe the law of diminishing returns applies here. Due to the 
fact that cigarettes have been smuggled, and that many are rolling their 
own, the revenues from this commodity have fallen off. I believe mem- 
bers of the committee will be surprised to learn that 75 per cent of the 
fine cigarette tobacco manufactured goes into what was known as roll- 
your-own cigarettes. I believe that those who make their own cigarettes 
will feel that they may purchase manufactured cigarettes at a reasonable 
cost. May I point out that all we get from that source will mean a 
gain of $3.40 a thousand in the amount collected by the Department of 
National Revenue. I would hope that what might be a loss brought 
about by this deep cut in the tax on cigarettes will be made up at an 
early period through the plan suggested in the Bill—cheaper cigarettes. 


Then Mr. Euler says: 

Concerning the reduction in the excise on cigarettes I favour the 
action taken by the Minister. In fact, I hazard the opinion that he 
has not gone quite far enough. 

And on that date the Bill received second and third reading and was adopted. 

The Cuairman: And it was retroactive. 

Mr. Sommervitte: And it was made, as the honourable Mr, Cahan says, 
retroactive to the 13th day of October, 1932, and there therefore, could be no 
possible or conceivable loss or inconvenience occasioned to any manufacturer 
for any want of knowledge if such did exist with reference to the Bill. 

The Cuatrman: Now, gentlemen, that, I think, should end this incident 
inasfar as the committee is concerned. I think it was most unfortunate in its 
inception, but it seems to me there is nothing more to say about it that can be 
usefully said. 

Mr. Hears: May I try to obtain a little information. I believe at the 
early part of these proceedings you made a statement to the committee that 
you intended to proceed with an inspection of the textile industry. May I 
ask if it is the intention of the committee now to proceed with the investigation 
of the textile industries, or has such investigation already begun. 
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The CuarrMAN: The committee will have an executive session shortly and 
we must go into the whole question of what we can possibly cover in this 
investigation. The work we have in hand is enormous, and I am exceedingly 
anxious that we shall at least complete what is in hand, and there are two or 
three matters of considerable importance that will have to be discussed and 
considered, and that particular question will be considered at that time and a 
statement will be made later. 

Mr. Hears: Up until now there has been nothing in regard to investigating 
the textiles. 

The CrarrMaAn: I am not in a position to answer that question definitely, 
as to what extent the audit has taken that into consideration, but I will be 
able to do so. We will have an executive meeting in a few days, at the con- 
venience of the committee, and we will go into that and other matters. 

Mr. Hraps: There has been an investigation of the needle trades. I do not 
know whether it is completed or not. 

The CHAIRMAN: Yes. 

Mr. Factor: You will remember some weeks ago at an executive council 
the request was made that the textile industry be included in the investigation. 
We agreed on that. 

The CuarrMan: Yes. I want to discuss the whole situation with the com- 
mittee. 

Mr. SommervitLE: Yesterday, you remember, the request was made by 
Mr. Thomas that he file with the committee a statement of the various grades 
into which tobacco was graded by his company. That has been handed to me 
and will be filed. 

(Statement of grades filed, marked exhibit 163.) 

You will remember also that requests were made by Mr. Stewart when he 
was here that he file a statement showing the price changes on cut tobacco and 
cigarettes of various brands and in their various quantities between the year 
1929 and the year 1934. I have that schedule which has been submitted by 
Mr. Stewart, and I am filing it at the present time. 


(Schedule filed, marked exhibit 164.) 


At the same time Mr. Stewart was asked to file a statement of wages and 
hours of labour showing the changes, if any, that had taken place since 1929. 
This statement has been forwarded and is now being filed. 


(Statement filed, marked exhibit 165.) 

This will be considered by counsel when preparing the material for further 
investigation. May I ask Mr. Miller if he has the wage schedule of the Imperial 
Tobacco Company? 

Mr. Miuuer: Some of them. 


(Statement filed, marked exhibit 166.) 


Mr. Hears: Have they covered all the phases? 

Mr. SomMMERVILLE: They have covered all the various occupations in the 
factory back to 1929, Mr. Heaps. 

Mr. Miuter: That covers part of the Imperial factory and needs some 
explanation. Others will come along. We will submit them when they are 
ready. There are various changes from day to day and time to time according 
to the different kind of package which needs a lot of explanation. We have not 
the explanation ready. 

Mr. SomMERVILLE: When would this be ready, Mr. Miller? 
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Mr. Miuuer: I don’t know, Mr. Sommerville; we are doing the best we can. 
There have been a tremendous lot of statements you have asked for. We have 
tried to do the best we can. I could not say just when, but as soon as they are 
prepared they will come along to you. We may mail them on as fast as we can. 

Mr. Sommervitue: I would like to have the various subsidiary factories 
this week if it is at all possible. 

Mr. Mutuer: All right. We will try to do it for you if it can be done. 

es SoMMERVILLE: This shows the rate that is being paid, the piecework 
rate! 

Mr. Miuuer: Yes, and also the other work. 

Mr. SommervILLE: Does it show the total per week? 

Mr. Mituer: No. We are working on that. 

Mr. LANE: It is only the rates of wages paid by the respective depart- 
ments and it is subject to fluctuation from time to time arising from the change 
in the processing—either of the mechanical processing— 

The CHAIRMAN: Give us a typical payroll. 

Mr. LANE: That is what we are trying to prepare, but it is a large order. 

Mr. Sommervitie: I thought it was a matter of keeping one week’s payroll. 

Mr. Lane: You can have a payroll if you wish it. 

Mr. SomMeERVILLE: That is exactly what we wish. 

Mr. Lane: Very well. That is not what you asked for; you asked for 
the rates of wages. Please understand, we are not objecting to giving you 
anything you asked for, but we cannot accomplish the physically impossible. 

Mr. Sommervitte: No, but we asked for a weekly wage roll. 

Mr. Lane: For each week?’ For 52 weeks? 

Mr. Sommeprvitte: No. We asked you to pick out some average weeks 
or any weeks over a period for 1933. 

Mr. Lane: By departments—for various operations? 

Mr. SomMeERvILLE: By whatever method you divide your various em- 
ployees up in your own factory. Just give us a copy of your wage scale. 

Mi Lange: You want each individual employee’s payroll, or a summary 
of it! 

Mr. SoMMERVILLE: I am sure it is carried through in each employee’s case. 

Mr. Lane: If you tell us specifically what you want. 

Mr. Sommervitte: Here is the kind of thing sent to us from Macdonalds 
covering 1,200 employees. 

Mr. Lane: This is merely the rate of wages. There is no total wage in 
this at all. Your headings on this are “Rate of wages per week,” “Hours of 
labour per week,” “Number employed, male and female, 1929, 19380, 1931, 1932, 
1933.” If that is what you want we can prepare it readily for you. 

Mr. SOMMERVILLE: Those are the wages paid. 

Mr. LANE: The rate of wages paid, not the wages paid. 

Mr. Hears: Does not that show us exactly what the person obtained? 

Mr. Lane: No. It does not; it shows the rate of wage he is paid making 
plug tobacco; the rate of wage per week ranges from $18, $12, $11 and $10. 
That is 1929. The next item is wrapping the finished plug, rate of $11 per 
week; girls under 18, $9; stemmers, boys and girls, $6; stamp cutters, boys, $11. 

Mr. Senn: Does it not give the hours of labour? 

Mr. Lane: Fifty hours per week. 

Mr. Hears: It does not show what they actually received? 
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Mr. Lane: It does not. I am quite prepared to give you anything you 
ask for, but I understood you wanted the actual wages paid per week. 


Mr. SoMMERVILLE: That is it. 


Mr. Lane: A fair sample week, but not necessarily the rates paid per 
week, and, in addition, you did ask for the rates paid per week. 


The Cuarrman: Naturally, I think one calls for the other. 
Mr. LANE: Quite right, Mr. Chairman. 


Mr. Sommervitte: Mr. Miller, in your brief you referred to certain state- 
ments which you have of typical cases of cost of production. On page 48 you 
say, “We have in our possession certain statements indicating the cost of 
production on various farms.” I wanted to ask you if you will be good enough 
to let the committee have your statements? 


Mr. Mitten: They were given to us in confidence. I do not know about 
the question of the names involved. 


Mr. SommervittE: Remove the names and give us the farms. 
Mr. Mrimr: All right. We will do that. 


ArcuiBALpD LerrcH, called and sworn. 


By Mr. Sommerville: 


Q. Professor Leitch, there has been some discussion this week on the 
question of surplus and production and quantities. Having knowledge now of 
the use of flue-cured tobacco in Canada during the last week, will you be good 
enough to make a statement to the committee respecting that whole situation? 
I remember when you were before the committee before you intimated that 
without a knowledge of the exact usage you could not make a complete state- 
ment with respect to that production that otherwise would have been made? 
—A. As far as my memory serves me, the use of flue-cured tobacco in the 
Imperial Tobacco company which, I presume, includes the usage in all their 
factories and subsidiaries, 8,800,000 pounds in round numbers. Mr. Stewart, in 
giving his evidence—I have not read a copy of his evidence—but what it said 
in the newspapers—slightly over 2,000,000 a year for the last year stated. 
The combined totals given by the smaller manufacturers in evidence indicates 
something like 1,200,000 pounds. That is the Rock City and Grothe, although 
Mr. Picard’s statement as to the actual usage was— 

Q. About half a million pounds?—A. A little better. He said it in another 
way. He mentioned as having on hand one and a half million pounds which 
he thought was about two years’ usage. From some little personal knowledge 
I have of the total purchase on Grothe’s account I would say their usage is 
around one-half million, maybe slightly less. Among the small manufacturers 
scattered all over the country, the best information we can get, especially from 
those people like the Canadian Leaf who handle a lot of tobacco, is that the 
combined usage of all the little manufacturers other than those mentioned is 
somewhere at or about a million pounds. That makes a total for the principal 
manufacturers of 13,000,000 pounds dry weight. Now, possibly some of these 
ficures are exaggerated a little bit; allowing for that it would seem to indicate 
13,000,000 pounds—in the neighbourhood of twelve or thirteen million. 

Q. Dry weight?—A. Dry weight. I would say that the average shrinkage 
differential between green and dry would be 12 per cent. That would indicate 
between 14,500,000 and 16,000,000 pounds a year. 

Q. Growing weight, usage in Canada?—A. Yes. That coincides fairly well 
with all the information we can get from government sources. Up until the 
present time we have never had as detailed information as this presented. Any- 
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where between fourteen and fifteen million pounds green weight. Now, that 
would about represent the usage of last year. That rate has been increasing 
quite rapidly in spite of the decline in the total amount of tobacco sold. There 
has been a consistent raise annually in the amount of domestic tobacco used, 
in the total quantity. 


By Mr. Senn: 


Q. Can you tell us offhand what the total surplus on hand would be?— 
A. The lowest estimate of the total crop of last year was 23,000,000 pounds, 
the highest 25,000,000 pounds; I suppose the truth is somewhere in between the 
two. That would seem to indicate about 11,000,000 pounds at least—maybe a 
little above, maybe a little below—green weight in the field over and above the 
usage for last year of Canadian manufacturers. Now, that may be checked 
with reasonable accuracy against the quantity of dried weight tobacco now to 
be sold. 


By Mr, Sommerville: 


Q. Yes?—A. In the hands of the new organization that hold the bulk of 
the present supply of pipe tobacco, still owned by farmers—that is, not definitely 
sold—is almost exactly 7,000,000 pounds, almost equally divided between the 
two co-operative associations on the one hand and the Canadian Leaf Tobacco 
Company on the other. 

Q. Strongly held?—A. Strongly held. In addition to that and also strongly 
held are 610,000 pounds, owned and controlled by Mr. Scythes, mostly his own 
production; 288,000 pounds, my two companies; and below 200,000 pounds with 
Mr. Freeman—that is also strongly held; there is from 85,000 to 100,000 pounds 
in addition to that, held more or less strongly, making a total of 8,156,000 pounds. 

Q. Strongly held?—A. Yes; and in addition to that the Canadian Leaf owns 
at least 1,500,000 pounds not yet sold, but they own it, and it is also strongly 
held. 

Q. Yes?—A. Now, that part of the surplus is not entirely alarming, because 
it is well known from general sources, and known also from purchases that have 
been made, interest that has been shown in this tobacco by Canadian manufac- 
turers who quite obviously have not purchased yet their supplies out of the 
1933 crop. 

Q. Yes, I think we had a statement from Mr. Stewart that the quantity 
on hand for his company was comparatively small?—A. Using all the pessimism 
that I have—and being a Scotchman, that is a good deal,—I would say that 
there is a prospect of selling—I won’t put it that way. If Canadian manufac- 
turers who have not yet bought their full supply buy in proportion to their 
normal usage out of the 1933 crop, I would say that there is a market for 
about 2,000,000 pounds still in Canada. 

Q. A market for 2,000,000 pounds still in Canada?—A. The biggest 
market, of course,—since it has been disclosed here—being the Macdonald 
Company. There is certainly a million and a half pounds indicated there in 
that one source alone. That does not necessarily mean they are going to 
buy it, because it is not of as good a grade as we usually produce, and there 
may be reasons why they should not; but to get their stock up to the usual 
capacity, it would indicate that nearly 2,000,000 pounds or 2,500,000 pounds 
that would have to be used. That would leave somewhere around 7,000,000 
pounds presumably for export, or to be carried over for sale another year. 

Q. It is in hogsheads, is it?—A. It is in hogsheads. 

Q. Well matured?—A. It will improve. 

Q. Strongly held?—A. Strongly held. 

Q. It does not waste?—A. No. 
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Q. And is a good commodity?—A. A good commodity, it improves norm- 
ally with age. A poor crop like 1933 will not improve as much as a good one, 
but it improves nevertheless. 

Q. Then, with reference to the export market, what are your observations 
as to usage in Great Britain in the early months of 1934. I understand the 
figures are given monthly as to withdrawals and usage of the various kinds of 
leaf and you are able to tell how much has been used there?—A. Yes, not the 
various kinds of leaf, but the total amount of leaf used from the various pro- 
ducing countries. Unfortunately we have not been able to get from govern- 
mental sources in England a breakdown of the types of leaf used from any one 
producing country. We know that in England there is still used a reasonably 
uniform quantity, around, 2,000,000 pounds dry weight—fairly consistent, 
slightly declining, but around 2,000,000 pounds. There is still being used some 
little old stock of dark fired tobacco, and each year a very small quantity of 
the new crop of dark fired is going over, but it is becoming an almost negligible 
business. 


By Mr. Senn: 

Q. Is that from all sources?—A. No, Canadian. From 1931, including 
1931, 1932 and 1933, the consumption of Canadian tobacco in the United King- 
dom increased from 4,850,000 pounds in the Calendar year 1931 to 8,974,000 
pounds in 1933. 

Q. Almost a 100 per cent increase?—A. Actually 85 per cent increase, Or 
an increase at the rate of 4,117,000 pounds a month. Now, we know there was 
a small quantity of Canadian flue-cured tobacco, 857,000 pounds of 1931—it 
could not have been over much more than 400,000 pounds, because there was 
not enough went out of the country in previous years to produce any more than 
that. Since the usage of Burley and Dark Fired has been declining through 
each of these years, necessarily all of this increase is flue-cured tobacco. A 
little more than the actual increase is shown by these figures is flue-cured 
tobacco. Now, during exactly the same time the consumption of Rhodesian 
tobacco in England, which is largely flue-cured, rose from 7,051,000 pounds to 
8,600,000 pounds; or an increase of only 22 per cent as against an 85 per cent 
increase in Canadian flue-cured in England. In other words, in the same three 
years the use of Canadian flue-cured increased at least 4,200,000 pounds as 
against 1,550,000 pounds for Rhodesian; and it is noted that there was & con- 
sistent premium of from 1 to 4 pence per pound during all that time in favor 
of Canadian. 

Q. That is a premium?—A. That the manufacturers paid, anywhere from 
1 to 4 pence per pound. 

Q. That is from 2 cents to 8 cents a pound more for Canadian flue-cured 
than for Rhodesian?—A. Than for Rhodesian. 

Q. And notwithstanding this increased price which they paid, you have had 
this increasing volume of Canadian flue-cured being used?—A. Yes, and that 
can be justified only on the superiority of the Canadian over the Rhodesian for 
certain purposes for which it was bought. There could be no other reason for 
it. 

By Mr. Senn: 

Q. Do you consider the Canadian tobacco, if it is going to be used more 
freely in the British Isles, will displace Empire tobacco rather than Virginia 
Leaf?—A. No, I think, it will displace non-Empire tobacco largely of American 
origin. 

Q. The reason I ask that is your present figures are comparing Rhodesian 
tobacco with Canadian?—A. I just interjected the Rhodesian to show the pro- 
gress we had made in comparison with the Rhodesian which was on the market 
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six years before we were with commercial quantities. You have Canadian dis- 
placing Virginia Leaf from the United States; yes, that is what it is actually 
doing. 

By Mr. Isley: 


Q. The years you took were 1930 to 1933?—A. 1931 to 1933 inclusive, three 
ears. 
: Q. The difference is two years then, that is the increase in 2 years?—A. Two 
years, yes; there were 3 years covered but it is really an increase in 2 years. 
@. I understood from reading your. evidence before, I was not here, that 
there was some incidental or very temporary circumstance that affects the use | 
of Canadian tobacco; that is, certain firms were pressing it by the use of | 
premiums, or something of that sort, and that has stopped. For that reason | 
it has fallen off. When did that falling off take place?—A. From around 
December, 1933. | 
Q. It is not reflected in the 1933 figures?—A. Except in the last month. 
@. Would not the increase you have given us for the 2 years give an unfair | 


picture of it?—A. I was coming to that. | 


\ 


By Mr. Sommerville: 


to 13,900,000 pounds. Flue-cured tobacco raised from 53 to just a little below 


which would be from the crop years 1930 to 1932 the imports of Canadian flue | 
125 million. No matter which figure you use you see an increase of 7,700,000 
pounds, or about 122 per cent. 

| 


tobacco raised at rather a higher rate than the consumption in England. For | 
United Kingdom of Canadian tobacco, of all tobacco, rose from 6,300,000 pounds | 
Q. That would be imported for maturing purposes?—A, For maturing. | 
years, before using it?—A. Of course, that really suggests that they did not 
have enough tobacco to mature. But with a company like the Imperial of | 
Great Britain, they acquired from the Imperial of Canada some aged stock. | 


By Mr. Isley: 


Q. The figures you gave before were use?—A. Yes. 
@. The figures you are giving now are on importations?—A. Yes. 
. Now, give us the use as against the importations for the year 1931?— 

A. In 1931 the use was 4,350,000 pounds; the importation 6,294,000 pounds. 

@. Yes?—A. For the year 1933 the use was 8,974,000 pounds—practically 
nine million; importations were 13,999,000 pounds. That is for all tobacco. 

@. That is for all tobaccos?—A. Yes. I can give you the same figures for 
import of flue-cured—5,550,000 pounds. | 

Q. Use?—A. No, imports—5,550,000 pounds for 1931; and a little below | 
12,000,000, I call it 12,000,000 pounds, for 1933. 


Q. He was going to deal with that very situation?—A. From 1931 to 1933, | 
the year 1931, which would be largely out of the 1932 crop, the imports by the 
Q. And they would have to mature it, I think they said 18 months or two | 


By the Chairman: 
Q. For 1933?—A. 1933. 


By Mr. Ilsley: 


@. The first figures you gave us, something over 4,000,000 in 1931 was use; 
and 6,294,000 pounds of importations—are they flue-cured, or all tobacco?— 
A. That is all tobacco. 

@. Inasmuch as they are all tobaccos, the flue-cured might get it all mixed 
up?—A. I can start back from the beginning again. My difficulty is, of course, 
that I cannot give you—quoting actual government statistics—I cannot give you 
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' the figure as to use exclusively. I can only estimate it from the knowledge I 


have received from various sources, I think reasonably accurately, for the 


consumption of Burley tobacco which has remained fairly steady, although it is 


- declining a little lately—around 2,000,000 pounds a year. 


Q. Yes, I feel disposed to accept your estimate. I would like to get the 
use for 1931, the use of flue-cured in Great Britain; and the importations of 
flue-cured from Canada to Great Britain?—A. I would say then about 2,800,000 


pounds use in 19381. 


Q. Yes?—A. And importations in 1931, out of the 1931 crop, about 5,550,000 
pounds. Now, taking some 2,000,000 pounds of 8,900,000 pounds use in 1938, 


leaves us 6,974,000 pounds, and an importation of a little below 12,000,000 


- pounds. 


By Mr. Sommerville: 


Q. Yes, Mr. Leitch?—A. There is no question that for the particular use 
which has been largely disturbed in the last few months, for the particular 
use for which a large part of these purchases were made, that is, in the 
10-for-4 cigarettes sold with premiums. On account of conditions that arose 
with this competition, the English manufacturers decided last October that as 
after the first day of January they would discontinue putting coupons in the 
cigarettes. The result was, from the English standpoint, a very great dis- 
turbance in the sales of that class of cigarettes. 

Q. Yes?—A. Felt by all those who had been using Canadian as their raw 
material going into these ten-for-four cigarettes. But the damage was suffered 
unequally by the four principal manufacturers. They did not all feel the same 
results. From the manufacturers standpoint the serious part of it was that of 
the two that suffered worst one was the Imperial of Great Britain, who are the 
largest users. But two of the pioneer users of this type of tobacco for this 
purpose did not suffer as much because, frankly, their cigarette was a better 
quality product and they did not have such generous premiums, and the real 
pioneer users—that is Gallagher’s—suffered practically nothing. He had 
suffered nothing up to the end of a month ago, but the Imperial Tobacco 
Company did suffer, and they were the largest purchasers. No doubt a large 
part of their purchases during the years 1932 and 1933 were made for use in 
this particular cigarette. But we have now some idea as to how it is going to 
hit us, because we have available now figures up to the last of February—for 
January and February. 

Q. Your January and February figures are available, after the coupons 
were taken out of the cigarettes, and they have come down to a basis of usage? 
—A. Usage, yes. 

Q. What was the usages for January and February; how did they compare 
with the similar months of the previous year when the cards were in the cigar- 
ette package?—A. They are almost exactly the same, a slight increase for the 
two months. But we must remember that a large part of this increase during 
the year 1933 began in April. In other words, put it this way: for the months 
of January and February the usage of Canadian was about 550,000 pounds a 
month, or a rate of 6,600,000 pounds. 


By Mr. Factor: 


Q. For what years?—A. This year. This is this year, 6,600,000 pounds 
a month. 


By Mr. Sommerville: 
Q. A year?—A. At the rate of 6,600,000 pounds a year. In the whole 
year of 1933 the average was 8,974,000 pounds, so there is a deep line—there 
has been something happening. 
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Q. That is to say, if there is no increase in the summer months as there 
was last year, there will be a decline?—A. There will certainly be a decline. 

Q. But as for January and February of this year, compared with January 
and February of last year, there has been a slight increase?—A. Yes. 

Q. Indicating that there is a continued and substantial usage of this same 
Canadian flue-cured leaf?—A. Yes. 

Q. Among the British manufacturers?—A. Yes. Even at that it is a 
higher rate than 1932, and it shows that there has survived some quantity at 
least of the premium cigarette with Canadian in it, or/and that Canadian 
tobacco is finding other uses. I do not anticipate any miracle happening, as. 
I said before, that will at once bring the total consumption of flue-cured in 
England, or the total of Canadian tobacco in England, up to that 9,000,000: 
pound level for the calendar year 1933. 

@. You are not anticipating the same amount of usage this year as before? 
—A. No. 

Q. What do you say as to the usage of Canadian tobacco increasing in 
the British market?—A. That all depends on the extent to which it finds a 
use in the more stable and better brands of tobacco as an alternative for Ameri- 
can; as, since and chiefly because there is more and better aged stock available 
of Canadian tobacco. These aged stocks are only beginning to accumulate 
within the last year. 

Q. That is to say, up to within the last couple of years, there were few 
aged stocks available; and it is only within the last couple of years that you: 
have had large quantities available for grading and ageing?—A. Yes. 

Q@. And as that aged stock develop do you think there will be a steady 
and increasing demand for the aged stock?—A. Decidedly. I am satisfied in 
my own mind that, given reasonable time, Canadian tobacco will have the same 
history in England, in usage in English brands of cigarettes, as it has had in 
Canada in supplanting American tobacco. 


@. There has been a very substantial and steady increase in Canada?— 


A. Yes. 

Q. In the use of Canadian Leaf in supplanting American tobacco?—A. For 
a number of years. 

Q. And that is steadily advancing?—A. Yes. 

@. And you fully expect the same history with respect to this tobacco on 
the English market?—-A. Yes. And that makes our problem one of keeping 
our own rate of production on export tobacco for England at such a level as will 
permit of sale at reasonable and profitable prices, or somewhere near to what our 
domestic prices are. 

Q@. Then your stock on hand at the present time is in very much better 
shape for the English buyer than it has ever been in the history of the industry? 
—A. From the standpoint of the trade, for use, yes. But it just happens that 
at this present time we are meeting a check from two acute conditions: a poor 
crop to begin with, not a good export crop; and this drastic cutting off of one 
particular use. : 

Q. So that you have met that situation, and it is a situation that has com- 
bined in 1934— —A. In this year, 1984. If we had a quality of tobacco some- 
where near—it is not even as good as 1932, but was like 1931—it was just a 
fair year; I would not worry one bit about that 7,000,000 pounds of tobacco. 


By Mr. Young: 

_ Q. Would you think, Mr. Leitch, that a market will be found in Great 
Britain, not only for the present surplus, but for the increasing production of 
flue-cured in Canada?—A. Decidedly. I can sell every pound I have to-day 
if I want to take a low enough price. 
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Q. Do you think the British buyer is going to pay you more than an average 
world price?—A. Yes. There is no such thing as a world price for tobacco. 

Q. There must be some guiding principle that influences these buyers in 
buying tobacco?—-A. Decidedly. Tobacco from each source coming out of the 
market has its reactions on the market. 

Q. The price will be influenced by the price which the English market has to 
pay for Rhodesian, American, etc.?—-A. By the general level of tobacco prices, 
decidedly. 

Q. .That is a world price, is the Englishman going to pay you more than 
the world price for your tobacco?—A. Yes, he is going to pay more than that 
for Empire tobacco. 


Mr. SomMERVILLE: Because of the preference of 40 cents a pound for all 
_ Empire tobacco over other tobaccos. 


By Mr. Young: 


Q. Canadian tobacco is not the only tobacco to get that preference?— 
A. Decidedly not. It has its own particular peculiarities, and it has its own 
level of prices. Then it has its general characteristics and peculiarities under 
which it must come in competition with other Empire tobacco. Its own peculiar 
peculiarities or characteristics are that is it more near in flavour particularly to 
the American Virginia leaf than the tobacco from any other Empire source. 


By Mr. Sommerville; 

Q. And the quantity of American Virginia leaf imported in Great Britain 
exceeds something like 175,000,000 pounds?—A. Around 125,000,000 pounds is 
more nearly correct. 

Q. 125,000,000 pounds, is it?—A. Yes. 

Q. I thought we had discussed that here?—A. I think you have a total 
American, of all kinds. 

Q. I beg your pardon. 


By Mr. Young: 

Q. The general advantage which our tobacco has over all other tobaccos, 
and the special advantage which it has over American tobaccos; putting these 
two together, how much do you think they will amount to in cents per pound 
over the price that Britain is willing to pay for her tobaccos?—A. You can only 
speak from past experience, and I would not care to go into it. But we have 
consistently, ever since we started to ship flue-cured tobacco—even this year 
small sales have been made at a consistent premium—as I said before from 
one to four pence per pound. 

Q. Yes, but didn’t you tell us on a former occasion that the tobacco you 
exported this year and last year brought you less than the tobacco you sold 
here in Canada?—A. Yes, decidedly. 

Q. But is it not a fact that if you get a higher price in Canada than you 
do in the Old Country, would not the effect be—?—A. All the Canadian flue- 
cured tobacco sold in Great Britain brought a lower price per pound on the 
average than all the Canadian tobacco sold in Canada. 

Q. I see?—A. Some, on the other hand,. got just as high a price in England 
as we could have obtained in Canada for a comparable tobacco, I.am speaking 
of the whole volume. 

Q. On the bulk of the crop the price in Canada was higher than the price 
in England for the same tobacco; but the price in England was higher than the 
price than other countries got?—A. Yes. 

Q. So you were doubly blessed?—A. Yes, doubly blessed. I think we 
deserved it, our tobacco was worth it. 
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By Mr. Sommerville: ‘ 

Q. Was there any other observation you wanted to make on that export 
situation, Mr. Leitch?—A. It might be to the interest of the Committee to get 
the significance of the amount of the Canadian flue-cured in stock in England. 
I have given you some idea as to the rate at which it is being used. 

Q. Yes?—A. The first commercial quantity—this is not the first quantity 
—shipped over to Britain was out of the 1929 crop, 350,000 pounds. Out of the 
1930 crop, 1,850,000 pounds; out of the 1931 crop, 5,500,000 pounds; out of the 
1932 crop, 11,500,000 pounds; out of the 1933 crop—well now, the figures are 
not available, but I have every reason to believe that the Imperial of Great 
Britain must have received a large part of what they bought last fall by this 
time—around 1,250,000 pounds, and from private sources 450,000 pounds; and 
I believe since the shipment of this type of tobacco started to England in any 
commercial quantity, the total amount shipped to England would be around 
20,120,000 pounds. From the best information available there would be used 
out of this to the end of 1933, 10,800,000 pounds. 

Q. To the end of 1933?—A. Yes. 10,800,000 pounds. In the last three 
months there would be another million and a half gone, there was a reduction 
of 6,500,000 pounds a year. 

Q. Yes?—A. That would be 12,200,000 pounds of that gone. There must 
be 8,000,000 pounds over there, not included there, on top of that. 8,600,000 
pounds, and 1,500,000 pounds—approximately 2,000,000—all Canadian leaf. 
That leaves a total world stock, as far as we know— 

*Q. If 12,000,000 pounds have been used up to date in England out of a 
stock of 20,000,000 pounds, that leaves about 8,000,000 pounds?—A. In Eng- 
land, in the manufacturer’s hands. 

Q. In the manufacturer’s hands?—A. Yes. 

Q. That is the amount that is maturing?—A. Yes. 

Q. And a considerable quantity of it is not yet ready for use; and that 
represents over a complete year’s supply?—A. Yes, nearly two years’ supply. 

' Q. And this 6,500,000 pounds?—A. Is the entire consumption of Canadian 
tobacco. 

Q. That is on flue-cured?—A. On flue-cured, yes. 

Q. Yes?—A. Probably 4,500,000 pounds. . 

Q. And that situation is one which, as you say, you can face without 
apparently difficulty?—A. I do not say that, it certainly gives me a consid- 
erable amount of concern, naturally. 

(). Yes?—A. Because of the poor quality largely, and because we are 
meeting this particular check of giving up these premiums just at this par- 
ticular time. But it is not a situation to be unnecessarily alarmed at. The 
reason I say that is this: it happens that there is one grade of tobacco which 
is the largest grade that we have in the association pack—it makes up over 
35 per cent in the case of one association, and about 19 per cent in the case of 
another—roughly about one-third of the Canadian pack. The price that we 
have received from our border brokers indicates that the lowest that particular 
grade could sell at is just exactly the price at which we are holding it. But 
our difficulty is this, out of the four grades there are some qualities considered 
good in England especially. Those are so low we are not yet ready to consider, 
or take the responsibility of making sacrifices on these low grades, of which we 
could sell a third of the crop for the price we are holding at, since this tobacco 
was only packed two months ago. 

Q. It was only packed two months ago?—A. Finished packing just two 
months ago. The market has really just started, but the indications we have 
from very high class border brokers covering the whole trade—and we neces- 
sarily get indications as to what we might sell at, what business might be done 


PRICE SPREADS AND MASS BUYING 1899 


at—demonstrate to me that we could if we wished, sacrifice at this moment, 
and sell that tobacco in England in the course of the next few months at a 
price that would yield the Canadian grower—I am assuming we can sell it on 
these indications at about 3 cents a pound less than what is the desirable 
price we try to get for it, which is what the crop was worth on the basis of a 
24 cent top last year. But we are not yet in a situation where we have to 
sacrifice the farmers’ interests, and there is not sufficient pressure for funds yet 
on the farmers to give us the necessary courage to sacrifice that three cents. 

Q. So you are holding, and it is being held in strong hands?—A. Yes. 

Q. You have had assistance in the matter of financing from the Ontario 
government?—A. Yes, and the Canadian Leaf. They are well financed. Their 
financing is available to the farmers. 

Q. Thank you for that. Now, you were asked to consider certain definite 
samples of yields and returns on crops that were set out in the brief filed by the 
Imperial Tobacco Company, and you have handed to me certain statements as 
to the return, and your observations upon those. On page 48 of the Imperial 
Tobacco Company’s brief there are set out a certain number of cases, and the 
first case is one of a farmer producing tobacco on 35 acres, with a capital 
investment of $16,000, producing 40,902 pounds or 1,168 pounds per acre, with 
a gross return of $8,589.42, on which the Imperial figures indicate that the 
total cost was $2,050, leaving a return of $5,670. Perhaps you will just let us 
have the benefit of your criticism of this statement. By the way, you have con- 
sidered this with your associated growers, and with the government, as to the 
necessary cost in the various branches, have you?—-A. Yes, with the officers 
_ of the tobacco division of the Central Experimental Farm of the government. 


Q. Please let us have your observations upon this case that is set up as a 
specimen case?—A. If I understand this—it is quite a while since I have 


= read it— 


Q. Let me read the case as set out in the brief. At page 48 there is this 
statement :— 

We have in our possession certain statements indicating the cost of 
production on various farms, the first of which, while not disclosing the 
total number of acres included in the farm, nevertheless indicates that 
an investment in land, dwelling, buildings, kilns, machinery, greenhouse 
and other equipment amounted to $16,000. On this particular farm 35 
acres of land were cultivated to flue-cured tobacco in the season of 1933. 
The cost of operation, which included interest at the rate of 5 per cent on 
investment in land, buildings, kilns, machinery and all other capital 
expenditures, taxes on property, depreciation on buildings, machinery, 
etc., horses, feed, fertilizer, fuel, seed, insecticides, twine and paper, oil 
and lubricants, repairs, hail insurance, building insurance, crop insurance, 
labour $2,050, cost of boarding labourer and curer’s wages, etc., amounted 
to a total of $5,670 which is equivalent to a cost of $161.97 per acre or 
13°86 cents per pound. 

After providing for all the aforementioned expenses and 5 per cent 
interest on capital investment, there remained a further profit or return 
of $2,900 which means that the total net return on the invested capital of 
$16,000 is some 23 per cent, and before providing interest on invested 
capital the net profit is 43 per cent of the gross sales value. 


Dealing with that particular case, what do you say?—-A. Those expenses totalled 
by the Imperial Tobacco Company, the Imperial Tobacco Company’s figures, 
—of which only one was itemized—that is labour appearing at $2,050—amount- 
ing all told to $5,670 were broken down into the individual items mentioned in 
that list, and in about the same order in which they appear. 
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By Mr. Ilsley: 

Q. Do you know the farm?—A. No, I don’t know it. oat 

Q. You are just criticizing what you see here?—A. Yes. Except this, it 
specifically says 35 acres of tobacco. A lot of the costs of 35 acres of tobacco 
are the same, no matter who grows it. However, starting in the same order in 
which the Imperial’s brief indicates them, interest on investment at 5 per cent— 
that was $16,000—is $800. Taxes on property, $160. That would be a rough 
average, assuming the average 100 acre farm with 35 acres of tobacco—$160 
a year. Depreciation on buildings, machinery, etc., $835. We know pretty well 
the equipment needed to grow 35 acres of tobacco from those who have farms, 
and it would be about that figure. Feed for one team of horses, $250. Here is a 
place where there may be quite a discrepancy. If that farm follows the usual 
practice and the feed for the horses is purchased, it would be about $250 for 
last year; that is approximately the cost of buying feed for a team of horses. 
If that feed was grown on that farm—that is if there was other farming besides 
tobacco—there might not be in the Imperial’s items any similar amount. That 
is not disclosed. Fertilizer, $560. No matter who bought fertilizer, that is 
about what it would cost. That is common usage. Fuel for curing, $216. 
Here is another item that the Imperial’s list of figures does not disclose where 
the fuel came from. If it was cut off the farm, which is done in many cases, 
there might not be any cost for fuel, except what might be reflected in labour. 
But if the fuel, as is customarily done in most farms, was purchased, it would 
be $216. Seed, $3. Insecticides, $88.50; that is all kinds of insecticides, 
poisoned bait for cut-worms and arsenate of lead for hornworms. That can’t 
vary much on each farm per acre. Twine and paper; that depends almost 
entirely on the size of the yield of the crop. Repairs of all kinds, buildings and 
machinery—our own experience on a large number of farms, and Mr. Freeman’s 
was that that runs all the way from $125 to $175 a year. Hail insurance is a 
fixed amount of $110.25 for that acreage. Building insurance, including the 
class of buildings that must be used to house that tobacco, and provide a living 
place for the operator, would be about $148.75 a year. Crop insurance for a 
year; that depends on the yield, and the size and value of the crop. There 
can’t be much error in that at $199.50. Labour, including board, we put in at 
$2,200. We only departed from the Imperial’s figure of $2,025. 

Q. You add $150?—-A. Yes. There was a reason for that. That was done 
out of our knowledge of what we pay on our farms, what our own growers pay 
on their farms for the labour in growing 35 acres of tobacco on a big yield 
like that. It may be possible that in the Imperial’s figures that the man referred 
to, the grower or cultivator as they call him, may have had members of his own 
family doing certain work and not paid any regular wages; that might account 
for the little difference of $150 a farm between the two. Curer’s wages and 
transportation—I don’t know whether there is any reference made to that. 

(. There is none?—A. That will cost, on a farm of that size, to cure a 
crop of that size, about $275. . 

Q. You bring in a curer who does the curing?—A. Yes. The total of these 
figures, estimated from our wide knowledge of what all these things cost, and our 
wide experience, was $6,052.50 as against $5,670, as put in by the Imperial, 
although the difference of $275 would appear to be the curer’s wages. That may 
or may not be included in this labour included here. We don’t know. It is 
quite possible it may not be the reason. This may be a very economic director 
of labour, and he might easily have got his crop harvested for that, but $2,200 
is very low. The balance of the difference, which is only $380 is a difference 
that could easily be accounted for by these departures from the usual practice 
that I mentioned in connection wth feed and fuel. 

Q. Feed and fuel?—A. Yes. There would appear to be no estimate or no 
return in the brief— 
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Q. In the case filed?—-A. —for any wages for the cultivator himself and his 
overseeing, any labour for himself. We just consider he is not any better than 
any ordinary hired man and put in for his labour $600 a year. We adopted 
that figure in spite of the fact that in case No. 2 or case No. 3— 

Q. Case No. 2?—A. Case No. 2, is it—the compiler of these figures for the 
Imperial Tobacco Company admitted that a reasonable figure for the cost of the 
operator’s living and keeping his family was $1,150; but when we allowed him 
$600 for his labour for a year, we don’t think we were over-paying them. 


By Mr. Young: 
Q. You say $600 for his labour?—A. Yes. 
Q. Is his board included in that item?—A. No. 
Q. He has got to pay his own board out of the $600?—A. I would say so, 
and keep his family. This is a moderate figure. 


By Mr. Sommerville: 

Q. This is a very moderate basis that you are figuring on?—A. Yes. 

Q. What is next?—-A. We had another very important item of cost in a 
crop, being hazardous and speculative as it is, and that is crop hazard. There 
are three very important sources. Great damage results in a crop like this, a 
specialty, from hail, frost and wind. 


By Mr. Young: 


Q. Have you not already provided for insurance?—A. For hail. And all 
the hail insurance you can get is not going to recoup you for your loss of your 
crop. It is just going to give you your out of pocket expenses. 


By Mr. Sommerville: 

Q. You don’t get the value of your crop?—A. No. For frost you have 
no protection, and even in the five years I have been in business here, we have 
had large losses from frost. We are trying to grow a sub-tropical plant in a 
northern climate and we have that inevitable danger from frost; although in 
the last three years since we started priming, that hazard has been minimized 
considerably. 

Q. Yes, we have had evidence here by Mr. Kingston that in one year he 
left $120,000 worth of tobacco in the field?—A. Yes. 

Q. I think we quoted Mr. Buell’s letter of September 28, 1932, to Mr. L.H. 
Reed, that he had made a careful survey of the 1932 crop in Norfolk county 
last week with Mr. T. L. Lea and our local buyers, and he goes on to say that 
there was a killing frost on the night of the 18th instant which destroyed about 
15,000 pounds, but this improved the situation from the buying standpoint, 
as most of this tobacco would have been coarse and rough?—A. Yes. 

_ Q. There was a substantial loss from frost that year?—A. Yes, that par- 
ticular year. 

@. And the percentage that you have arrived at as a basis of your crop 
hazard allowance is 15 per cent, I observe?—A. Yes. 

Q. Is that a reasonable amount?—-A. 15 per cent of the gross return in 
any one year. That is $1,375. 

Q. Have you had occasion to discuss this average with those who are in 
the habit of buying crops?—A. Oh, yes, all these hazards are discussed. 

Q. Is this a reasonable and proper allowance?—A. Well, the reason we 
adopted 15 per cent was that Mr. Lane agreed with me one evening in discuss- 
ing this thing, that it looked reasonable, 15 per cent. 

Mr. Lane: I question that. 

The Witness: Maybe you are right. 
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Mr. Lane: I suggested to you that provision for loss for hazard would be 
arrived at in taking the average yield of the crop over a period of years, instead 
of taking a flat, fixed average, if there is depreciation in any one crop year. 
Quite frankly, while you may be quite correct in stating that you mentioned 
15 per cent, I have no recollection of it. 

The Wirness: Our discussion about the method of calculation took place 
in this manner, general agreement— 

The Cuatrman: Anyway, Mr. Lane says he does not agree with you. 
We will take it at that. 

The Witness: All right, leaving it at that—but to be fair to Mr. Lane, 
we were ourselves making some arbitrary calculations on this one night in his 
room, and we put in 15 per cent. Mr. Lane says, “All right, that will do for 
this purpose. 


By Mr. Sommerville: 

Q. At any rate, is 15 per cent, one crop in seven, a reasonable proportion 
or a reasonable reserve for hazards—A. Yes. I think in my own experience 
with the 64 farms we operate, we have 9 farms a year, over five years, on the 
average, which have suffered from these very things. 


By Mr. Young: 

Q. Suffered to the extent of 100 per cent of the crop—A. Practically 100 
per cent of the crop. That is what it would come to, the damage. In other 
words, put it the other way, the damage resulting from these things practically 
wiped out—although it is spread over more than 9 farms, it practically wiped 
out or reduced the return on 9 of these 64 farms to nil. In my Judgment, 15 
per cent is reasonable. It is a very speculative and hazardous crop. In this 
particular crop that ran to the substantial sum of $1,375, leaving a total cost 
of $8,027.50. ‘Those things must be considered. The return you are going to 
get over the course of years is absolutely important. 


By Mr. Sommerville: 

Q. Your growers are entitled to set up a reserve as well as some manu- 
facturers, I suppose?—-A. The revenue from this farm, according to the figures 
of the Imperial, who evidently bought it, was $8,589.42, and on this basis of 
calculation of ours, it left a profit above this 5 per cent on the investment, of 
$472.50. In other words, it is another 2-95 per cent. 

Q. On the investment of $16,000?—A. Yes. 

Q. I observe there is 5 per cent interest allowed on the investment. Can 
anybody borrow money up your way on farms?—-A. No—oh, well, on mortgage, 
yes. 

By Mr. Young: 

Q. Can you tell me any other kind of farm that pays as much as this, 
5 per cent interest on the investment?—-A. Yes, but it is only one farm. It 
is only one farm in a thousand. . 

Q. I don’t mean only tobacco farms. I mean cattle farms, wheat farms, 
dairy farms or any other kind. Can you tell me any other that pays 5 per 
cent and 2:9 per cent?—A. Yes, I would say that even in the present circum- _ 
stances— 

Mr. Kennepy (Winnipeg): The witness is not speaking of it paying 5 per 
cent. It is a charge, what the money costs. 

The Wirnsss: Yes. 

Mr. SOMMERVILLE: Interest. 

The Witness: Mr. Young is right. This farm actually did return, even 
on our figuring, it returned 5 per cent. 7 
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By Mr. Young: 


Q. I want to know another kind of farm in Canada, other than a tobacco 
farm, that will pay even one per cent?—A. The situation is this way: No 
matter how bad conditions are or how low prices are, there is always some 
farmer who can make money, the most efficient one, because he is efficient. 
That is what this man was. 

Q. You say this is the gentleman?—A. It is the man who is efficient. 


By Mr. Sommerville: 


Q. Complete your story then, will you?—A. This man has a yield of 1,168 
pounds to the acre. 


By Mr. Factor: 


Q. What is the average yield?—-A. The average for the whole year last 
year—it is a little hard to determine. 


Mr. SomMeERvVILLE: You have it on the next page. 

The CHAIRMAN: 842. | 

Mr. SoMMERVILLE: Item No. 8. : a . ss 
The Witness: 748 for 19383. This was 1933. | ee a 


By Mr. Sommerville: 


Q. That is the average yield given by the Dominion Bureau of Statistics 
and Department of Agriculture for 1983, 748 pounds to the acre?—A. Yes. 

Q. In this particular case there was a yield of 1,168 pounds to the acre?— 
A. Yes. 

Q. And according to the estimates of the Imperial Tobacco Company, the 
average yield per acre was 842 pounds, as set out on page 19 of their brief. On 
the basis of the official estimate, the particular grower under consideration 
produced a yield of 56 per cent above the average, and on the Imperial estimate, 
38:7 per cent above the average?—A. Yes. 

(. Is that the fact?—A. That is the fact. 

Q. You go on to say: “It is of further interest to know that the average 
yields during the past six years as given by the Dominion Bureau of Statistics 
are as follows: 1928, 800 pounds; 1929, 696 pounds; 1930, 720 pounds; 1931, 
896 pounds; 1932, 995 pounds, and 1933, 748 pounds’?—A. Yes. 

Q. That is correct, is it?—A. Yes. In addition, this man got 21 cents for 
his tobacco, as against something less than 20. 

Q@. 19:3 was the average?—A. 19-3 paid by the Imperial Tobacco Com- 
pany for its purchases for only part of the crop, and the best part of it. 

Q@. 19-8, I am informed it was?—A. Yes. This man had a yield of 33 or 
34 per cent above the Imperial’s own estimate of the yield per acre last year, 
which was higher than the government’s estimate. I don’t think either one 
was right. I think it was somewhere in between the two, as a matter of fact. 
Anyway, taking the highest estimate, that is the Imperial’s, I think it is about 
36 per cent higher in yield, and 2 cents a pound—no, 14 cents a pound more. 
By that combination of circumstances he got himself $8,589. 

Q. That is not an average case?—A. Decidedly not. 

Q. It looks like an abnormal case?—A. That would be one in the whole 
1,000 farms that stands out. He may have got rain that nobody else got. 
I had a couple of farms that turned out as well as that, right up in the north 
corner of my own property. They got rain that nobody else got, and they 
turned out good. 
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By Mr. Factor: 


Q. With regard to this paper with all those figures that you have put in 
under the different items, are the expenses correct?—-A. Yes, those are correct. 
I know they are substantially correct. They can’t vary very much. 


By Mr. Ilsley: 


Q. This is not an average case at all?—A. Not at all. It is an absolutely 
outstanding case. 

Q. Would it be about the best possible case that could be found in the 
province?—-A. Absolutely. I did’nt know of a single farm, till I saw this 
example, with an average of 1,168 pounds a year. 

Q. Is it represented to be an average case?—A. I don’t think so. 


Mr. SOMMERVILLE: It just says, “ We have in our possession—” 
The Witness: I don’t think they claim it is an average case. 


By Mr. Sommerville : 


Q. In paragraph 10, you say, “ One is forced to the conclusion that in order 
to attain the results shown above it was necessary to grow a crop at least 38-7 
per cent above the average in yield and to receive a price at least 50 per cent 
above the average. For the purposes of comparison, the results of producing 
an average crop and receiving an average price, using the Imperial’s figures in 
both cases are given below.” Then you examine that same acreage at the 
average yield of the Imperial’s figures?—A. Yes. 

@. And I see with a production of 35 acres, with an average of 842 pounds, 
it made 29,470 pounds; gross return at 19-8, the average price, at $5,835; and 
the cost of production, $8,027.50 less $800 or $7,227.50, or a net loss of $1,392.50 
on that farm, if it were an average farm?—A. No, if the same farm had had just 
an average yield. 

Q. If that same farm had had just an average yield?—A. Yes. And the 
reason for the $800 was taken off for the outside expenses was because with an 
average yield below this, certain expenses would come down in proportion to the 
yield—labour particularly; twine and wrapping material and quite a number of 
items are reduced. 

Q. Take the second case which is mentioned on page 49, which deals with 
that of a proprietor of 33 acres cultivated by a tenant producing 34,400 pounds 
of tobacco, which was sold to Imperial Tobacco Company at 194 cents per 
pound, yielding $6,650 or $201 per acre. What have you to say with respect 
to the examination of that case?—A. Well, this was a farm in which the price 
received was just slightly below the Imperial’s figures, slightly below the 
Imperial’s average—195 against 19-8. The yield was above the average. It 
was 1,042 pounds to the acre. It brought in $6,650. Now, according to their 
statement, the out of pocket expenses indicated but without provisions for the 
following: Interest, depreciation, repairs, building insurance, hail insurance, 
labour, $1,600—taking that statement. 

Q. Taking their $1,600?—A. This is the aggregate amount. 

(. But they do not provide for the items you have mentioned?—-A. With 
provision for the above mentioned items on the same basis as in table No. ~ 
pro rata, for reduced acreage, 33 against 35, and a little smaller yield, those 
items amount to $3,946, which includes, of course, interest at 5 per cent. Then, 
provision for the operator’s labour was also omitted, $600. Provision for crop 
hazard, $990 was also omitted, which gives a total cost of production of $7,136. 
The crop return was $6,650. In other words, there was a net loss of $486, which 
means that fell within $486 of paying 5 per cent interest. 
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Q. I observe you said: “It should again be noted that the yield per acre 
is high, being 22-4 above the Imperial’s average of 842 pounds and 39-1 per 
cent above the official average of 748 pounds ”?—A. Yes. | 

Mr. SoMMERVILLE: I just asked you to prepare this statement. We will 
file this statement of the examination of these two cases indicated. 


(Statement filed, and marked Exhibit No. 167.) 


By Mr. Ilsley: 

Q. You gave what you thought was the cost of production per pound?— 
A. No. I always answer that question by saying there is not any such thing in 
farming. 

Mr. Factor: There was some gentleman here who gave that. 

Mr. Youne: Mr. Freeman said 20 cents a pound was the cost of production. 

The Witness: I think Mr. Freeman said under last year’s conditions—if 
I recall it correctly—if the grower got above the average yield and above the 
average price, he could make a little money. 


By Mr. Young: 
Q. At 20 cents?—A. Yes. 


By Mr. Sommerville: 

Q. That was without allowance for depreciation and crop hazard?—A. Yes. 

Mr. Youne: He didn’t say without anything. 

The Witness: I think he must have included depreciation. Mr. Freeman 
would. 

Mr. SoMMERVILLE: Well, thank you, Mr. Leitch. 

The CHairRMAN: We have no one else to call to-day. 

Mr. Sparrorp: Mr. Chairman, may I make a statement in reply? 

The CHAIRMAN: Yes. 


EARL SPAFFORD, recalled. 


By the Chairman: 

Q. What is the statement in connection with, Mr. Spafford?—A. In con- 
nection with what I might term rather wild statements made yesterday by some 
of our competitors. 

Q. Well, Mr. Spafford, whether they were wild or not, you are quite at 
liberty to make a statement, but I think it would be just as well not to say 
they are wild; because I suppose if one calls another’s statement wild, the other 
will call his statement extravagant, so we will get nowhere with it. Their state- 
ments were made on their own responsibility, and the committee will judge 
whether they were wild or otherwise?—A. Yes, sir. I merely said, “In my 
opinion,” sir. 

Q. Well, all right, go ahead, Mr. Spafford?—A. I wish to refer to the signed 
statement with regard to our advertising policy as presented by me when this 
committee convened yesterday morning. It is a true statement of the facts, and 
I resent the insinuation made by several of our competitors who testified here 
yesterday that the executive officers of the Imperial Tobacco Company have 
knowledge or had knowledge and gave their consent to the alleged methods of 
our men. So far as I am aware evidence covering only a comparatively few 
cases were submitted, and with the exception of those which were sworn state- 
ments, I question the veracity of the dealers who made the others. In other 
words, the statements made yesterday were, in my opinion, wild, exaggerated 
and without foundation. 
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The CHairMAN: Might I interrupt you. I question from your own stand- 
point the wisdom of merely making a statement concerning another man’s state- 
ment as being wild, inaccurate and so forth. They made certain statements. 
The committee will judge from their estimate of the gentleman who made those 
statements as to the weight of them. If you have anything specific to state, to 
refute those statements we are pleased to give you an opportunity of doing so, 
but I would suggest that you refrain from characterizing other people’s state- 
ments as wild. Give us your facts. There were some very definite statements 
made yesterday about practices, and certainly the committee would be very 
glad to hear an explanation, or if you wish to refute the statements with any 
facts, proceed to do so, but we must ask you to refrain from characterizing the 
statements of reputable gentlemen as wild. 

Mr. Iusuey: Mr. Chairman, I do not know whether the point is worth 
arguing or not, but this point was pretty well talked about yesterday. 

The CuHairMaNn: The practices were, and I am quite willing to hear any 
statement refuting the allegations and the charges, if you like, made against the 
company; but I merely state that I do not think it is an effective answer to 
say simply that they were wild. 

The Witness: Pardon me, sir. If my memory serves me right—I have 
not seen the official record of the evidence—but all the witnesses intimated that 
statements I have made were not correct. I resent that. My statements were 
made under oath. 

The CuatrmMaAn: So were their’s. 

Mr. Facror: Resenting a statement is not disproving it. Let us have 
some facts and figures disproving some of the statements. 

Mr. Iusury: Mr. Spafford, there is only one thing I would like to ask. 
What would be the motive of these retail merchants in making the statements? 


The Wirness: Well, I think as one of the witnesses said yesterday, sir, 
some of them were disappointed perhaps, because we did not put them on what 
you know as our preferred list. Others had possibly been price cutters whom 
we had, perhaps, taken off our list. 


By Mr. Sommerville: 


Q. No. These were all cases of men who were on your list either direct 
or indirect?—A. I do not know that, sir; they could not be on our list indirect. 

Q. They were on your list direct, or they were buying indirectly from the 
jobber?—A. I say that, sir; that some of them may have been on our list and 
cutting prices, and we had cut them off which forced them to buy from the 
jobbers. 


The CHAIRMAN: Proceed. 
Mr. Factor: That has not been the complaint. 


The Witness: I wish to read a letter, sir, written by Mr. Tingle, director 
of our company, written August 19, 1933, to our Ottawa office. It reads: 


GENTLEMEN: We have recently had drawn to our attention two 
cases in different parts of the country where our employees placed signs 
over those of other advertisers. 

This is very much against our wishes and instructions, and there 
is absolutely no excuse whatsoever for this. We felt that all our men 
were familiar with our instructions, evidently they are not or they are 
disobeying same. 

If we have any further cases brought to our attention, we will be 

compelled to take strong disciplinary measures. 
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By Mr. Ilsley: 


Q. Have any disciplinary measures been taken?—A. Yes, sir—no, I could 
not say they have. I could not cite a case. 

@. It seems to me that there is a pretty strong feeling against you. That 
evidence yesterday made it appear that the practices are pretty gencral all 
over the country. I cannot imagine a conspiracy of slander as far reaching 
as that unless there is some basis in fact, and if you say you have not fired 
any of your men it looks as if you did not disapprove of it?—A. I cannot 
recall, sir, where any case has been definitely proved of our men doing these 
things that they have been accused of. Now, as I said yesterday, my experience 
with the Imperial Tobacco Company only dates three years—that is within 
their organization. I have been 15 years in the tobacco business in Canada. 


The Cuarrman: Just before you proceed to that. I do not want to seem 
narrow in my interpretation, but yesterday the statements were made by, I 
must say, reputable business men in the country that certain practices pre- 
vailed. I think the committee had the impression that they prevailed rather 
generally. Now, you offer in contradiction to that this letter from Mr. Tingle. 
It is addressed to the advertising department of the Imperial Tobacco company 
at Ottawa and it says this: ‘ We have recently had drawn to our attention two 
cases in different parts of the country where our employees placed signs over 
those of other advertisers.” ‘Then the letter goes on to say that this is against 
the wishes and this letter then says that you were cognizant of the practice. 
That is the point I am making. So that the statements made yesterday, even 
if they were exaggerated, were not entirely wide of the mark. 


The Wirness: We knew of them having been reported, sir. 


The CuarrMan: So that the answer you give is simply an admission that 
you knew that was going on to a degree. You deny, of course, the generality 
of it. 

The Witness: May I read this letter which presents the other side of 
it, sir. This is from our Edmonton manager and he writes to our Calgary 
manager dated March 17, 1930: 


At the new Edmonton Grocery, 97th street on March 13th, I saw 
a window bill advertising Spud cigarettes tacked on to our Old Chum 
calendar. It was placed squarely across the printing above the date 
pad, the top edge of the bill just about touching the package of Old 
Chum shown in the picture. 

I asked the clerk in the store at the time whether he had seen the 
window bill placed, and he said that he had seen the Rock City salesman 
put it up a few days previously. He removed it while I was in the store. 


The Cuarrman: I hope you condemn that. 
The Witness: Yes, I do. 


By Mr. Factor: 


Q. Well, Mr. Picard admitted himself that they had to resort as a matter 
of defence to methods like that, and they ceased. They could not get along?— 
A. Mr. Factor, I want to say this: competition between manufacturers is very 
keen; competition between salesmen and advertising men is very keen, and you 
cannot overlook the human element. Anyone who has a fighting organization, 
they will go out to get what they can, and we will expect them to do it. 

Q. I quite appreciate that. I am not so sure if the other men were in your 
shoes they would not have done it the same way?—A. I admit we have reports 
both ways, for and against. 


The CHarrman: All right, Mr. Spafford. 
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The Wirnsss: I would like to read a letter which indicates our willingness 
to co-operate with other manufacturers in trying to overcome the evil that we 
know does exist to a certain extent where competition is really keen. ‘This is 
a letter, addressed by my assistant Mr. Wadd in Montreal to Mr. J. Hughes, 
secretary-treasurer, Messrs. L. O. Grothe, Limited. 


Mr. Senn: Of what date? 
The Witness: February 17, 1933:— 
At the meeting held in Montreal on August 5th last— 


That would be in 1982. 


—of representatives of certain manufacturers it was understood that 
the subscriber would arrange to call a meeting of these representatives 
early this year. 

It is understood that several of the manufacturers’ representatives 
would like to hold this meeting as soon as possible and it is, therefore, 
suggested that the meeting be held at 3 o’clock on the afternoon of 
February 23rd at the Mount Stephen Club on Drummond street. 

In so that all problems that the manufacturers wish presented at 
this meeting may be properly discussed a representative from each of 
the manufacturers is urged to be present. 

Please signify your intention to attend by notifying the subscriber 
not later than Monday the 20th. 


This was also sent to Mr. Arthur Simon of the Simon Cigars, A. G. Munich, of 
Benson Hedges, Mr. D. Granda of the Granda Cigar Company, T. H. McGuire, 
of the Tuckett Tobacco Company and Mr. J. M. O’Brien of our company. 1 
might say we did not send one to Mr. Stewart or Mr. Fortier because they 
have a tradition that they have to live up to which does not permit them to 
associate with other manufacturers. 


Mr. Senn: May I ask you what response you received? 


The Wirness: Yes, sir. Mr. Hughes was present, Mr. Munich, Mr. Arthur 
Simon, Mr. McGuire and Mr. O’Brien. The meeting was held on March 8th. 


The CHAIRMAN: 1933? 
The Witness: Yes, sir. And this is what was agreed upon:— 


That it will be the policy of each manufacturer to respect the others’ 
advertising material. 

That windows dressed by one manufacturer will not be defaced with 
an opposition window bill or other advertising material but for the fol- 
lowing exception— 


This is a technical thing. I do not know whether I should read it or not. 


Mr. SoMMERVILLE: You can state the general result. 
The WITNESS: 


That a window dressed by a manufacturer will not be taken out by 
another manufacturer until the period for which it was dressed has © 
expired. If there is any doubt as to the expiration date the manufacturer 
who has received permission to dress the window upon the expiration of 
the present window will telephone the manufacturer whose window is 
at present on display obtaining the date his window is supposed to come 
out. 

That window dressers of all manufacturers will respect the window 
dressing material of the others and in the event the material is not being 
properly cared for by the dealer such window dressers will advise their 
companies who in turn will telephone the manufacturer suggesting that 
he pick up the material on hand. 
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This line-up was for a period of 30 days. It worked out satisfactorily and so 
far as I know it is still working. I telephoned our Montreal office this morning 
and they corrobated that. 


By Mr. Sommerville: 

Q. That is in Montreal?—A. Yes. 

Q. Did you not hear the evidence yesterday of Mr. Hughes that in the city 
of Montreal he had had a complaint from your firm that one window had been 
taken out of Grothe and that he made enquiries and the person in charge said; 
yes, that window had been taken out, but the Imperial had taken out two of 
Grothe’s windows that very week; and that when your firm were apprised of it 
your firm replied, “Oh, that is a different matter.” You heard the statement? 
—A. I heard the statement, yes, sir; but as the particulars were not given it 
was impossible for me to check it up. 

Mr. Facror: The very fact that you entered into an agreement corroborates 
the evidence that there was that problem? 


The Wirnsss: I have never disputed that, sir. 


By Mr. Sommerville: 

Q. I suppose the Imperial have 70 or 80 per cent of the window displays? 
I desire to get the total in proportion to the volume that you sell, and you 
endeavour to get 70 or 80 per cent of the total?—-A. It all depends upon organi- 
zation. If the other organizations have not got the men they cannot get the 
windows. 

Q. No. It would mean that seven out of eight of the windows would be 
Imperial windows that would be affected by any such arrangement?—A. Seven 
out of ten. 

Q. Seven out of ten, all right; but among all the other manufacturers there 
would be the other three?—A. Yes, sir. If they could get them. 

Q. If they could get them?—A. Yes, sir. 

Q. Apparently they have their troubles in getting them?—A. Well, sir, that 
is a matter of organization. 


By Mr. Senn: 


Q. Did you say that that proportion exists to-day?—A. No, sir, I did not, 
but I say we have the biggest window dressing organization in Canada to- day. 

Q. And your proportion of display, not only window but in other ways, 
: larger than your proportion of sales?—A. I would not say that, sir. We try, 

s I say, for 70 per cent. 

Q. You have no figures on that?—A. It would be anybody’s guess. 

Q. You would not like to hazard an opinion?—A, According to Mr. Young 
who walked down Bank street yesterday morning it was about fifty-fifty. 


Mr. Youna: No, you had more window display than the others. 
The WiTNzEss: Did we have 70 per cent? 

Mr. Youne: Yes. 

The Witness: That is fine. I will congratulate our representatives. 
Mr. Youne: You might have had more than that. 

Mr. Facror: I cannot see the joke myself. 

The Witness: Well, you were kind enough to smile. 

Mr. Factor: Well, I am smiling at your arrogance. 

The Witness: Arrogance? 

Mr. Factor: Yes. 

The Wirness: That is very complimentary. 

The CHatrMAN: What else, Mr. Spafford? 


1910 SPECIAL COMMITTEE 


The Wirness: I should like to deal with the general statement by Mr. 
Hughes if I might. To do this I am afraid I will have to refer to certain gen- 
eral merchandising principles that I personally believe in and my company be- 
lieves in them and at all times to the best of our ability carry them out. Now, 
to effect distribution of a brand a manufacturer must depend on his own sales 
organization. Experience has shown that the average jobber will put very 
little effort behind any one manufacturer’s goods. He sells what his customers 
ask for which, of course, means what the public demands. The maintenance 
of distribution is accomplished by the manufacturer’s sales and advertising 
efforts plus consumer demand. With our sales organization of 127 men calling 
on 57,000 retailers throughout Canada once in approximately every five weeks 
we are enabled to maintain distribution, and I say that this is the primary 
reason for our success, plus our advertising efforts. This success cannot be 
attributed, as stated by witnesses, to our supposedly strong arm methods, and 
I should like to point out that not 25 per cent or, say, 14,000 of the 57,000 
retailers in Canada have window, counter or other advertising space suitable 
for the proper display of cigarettes, cigars or tobaccos. Now, here is something 
I believe has quite a bearing on this whole subject that we are being, I believe, 
censured for. It will be imteresting, and, in my opinion, the information is 
most important, to know the number of advertising men employed and the 
amount of money spent annually on advertising by our competitors. I do not 
hesitate to tell you that during the three years of my connection with the Im- 
perial Tobacco company we have spent approximately three and one-half 
million dollars in salesmen’s salaries and expenses and nine and a half million 
dollars in advertising our brands. Great stress has been laid on this privilege 
of buying direct, and the hold that we are supposed to have over these dealers; 
but I would like to point out that less than 10 per cent of the total number 
of retailers in Canada buy directly from us. In other words, of the 57,000 
retailers we sell approximately 5,000 direct, so that this terrible influence that 
we are supposed to exercise could only be applied to relatively few dealers to 
the detriment of other manufacturers. 

Q. The question of cigar merchandising: Mr. Hughes and Mr. Munich have 
made the statement that we insist upon our customers including a certain 
quantity of cigars with each order for cigarettes and tobacco, otherwise we will - 
not sell them our goods. That is not our policy. 

Q. Not your policy, but is it your practice?—-A. May I continue, sir. 

Q. Yes, I just asked you the question?—A. That will come in the rest 
of my brief here. 


By Mr. Senn: 
Q. Might I ask you a question, Mr. Spafford?—A. You said 10 per cent 
of the retailers, only 10 per cent?—A. Less than 10 per cent. 
Q. Who have this preference privilege?—A. That is right, sir. 
Q. Would they be the larger retailers, naturally?—A. Naturally, yes. 
Q. You could not say what proportion of the business was transacted by 
these people?—-A. No, I could not. 


By the Chairman: 

Q. You probably could give us that, Mr. Spafford; surely you can give us 
what you sell direct, as against what you sell indirect?—A. I could easily make 
up a statement. 

Q. Would you mind getting that for Mr. Senn?—A. No. 

Q. Because all the indirect includes these little stands, restaurants, and 
so on, where they sell other goods; refreshment stalls?—A. That is right. Fur- 
thermore, in the province of Ontario, from roughly Oshawa, West and North 
to the boundary of Manitoba, where 53 per cent of our total cigar sales are 
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made, we operate a separate and distinct cigar sales organization under a sales 
manager who has nothing whatsoever to do with the cigarette and tobacco end 
of our business. In other territories where our sales organization handles the 
full line of our products, as I said before, it is not our policy to insist upon 
a certain quantity of cigars or other merchandise. 


By Mr. Edwards: 

Q. Would you be wrong, supposing you did insist; what is wrong with 
the principle?—A. Personally, I cannot see that there is anything wrong with it; 
but I rather got the impression from the committee that we were doing some- 
thing we should not, it seems that everything we do is wrong; and I am trying 
to explain why we do it. The minimum shipping quantity of cigars we will 
ship prepaid is approximately 500, and any dealer may buy this quantity 
regardless of whether he orders cigarettes and tobacco. 


By the Chairman: 

Q. Oh, but wait; is not that just the reverse of the allegation, although I 
am not objecting much myself to it. You say he can buy cigars, irrespective 
of whether he buys cigarettes?—A. That is right, sir. 

Q. But the suggestion is that when you are selling cigarettes, your men 
say, well now, you must buy cigars. I am not saying it is wrong. I am passing 
no judgment on it whatever. It was an allegation made?—A. No, sir. I am 
making a point that 53 per cent of the cigar business is handled by salesmen 
who do not handle cigarettes. 

Q. That is a good answer? 


By Mr. Sommerville: 

Q. But do you say that it is not true that you require men who are buying 
cigarettes to also buy cigars?—A. No. We do not insist upon it. We try to 
get the business, but it is not a condition of sale, if that is what you mean. 

Q@. And it has not been done at any time in the last two years?—A. Not 
to my knowledge, sir. Percentage of displays: Mr. Hughes made the statement 
that one of our men in Winnipeg told “a” dealer—not giving the name—that 
if he was going to enjoy the privilege of buying direct, he must give us 80 per 
cent of his display space. Now, remembering that I made the statement that 
we expect dealers to give us co-operation in proportion to our percentage of 
the total business, which we say is about 70 per cent, was it unreasonable for 
our representative to start trading at 80 per cent, knowing that he would be 
satisfied with 70 per cent. 


By the Chairman: 


Q. In other words, guilty. Let it go at that. I am not saying it is wrong.— 
A. I do not think that he got 80 per cent, sir; I think he should have started 
at 100. 


Mr. SOMMERVILLE: He should have tried for 100 per cent. 


By Mr. Ilsley: 

Q. I do not know, you demanded the whole thing if you say he should have 
done that?—-A. I do not agree with that, sir. When a salesman goes out to sell, 
he goes out to try and sell as much as he can. If you can sell a man $10,000 
worth, you are not going to be satisfied with $5,000. 


Mr. Epwarps: That is good sales practice, isn’t it? 
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By Mr. Ilsley: | 

Q. Just what you say, isn’t it; that it was quite all right for him to say, 
now if you want to stay on the direct list and buy direct, you have got to 
give us 100 per cent display?—A. I do not say that he should have stuck to 
that point, no sir; he should have been satisfied with 70 per cent. j 

Q. Should he have started at that; does not that appeal to you as being a 
little bit wrong toward your competitor, to tell him that he has got to sweep 
other lines off his counter if he is going to stay on your direct list? That is 
what you are being accused of, and that is about the worst you are being 
accused of. Whether or not it is wrong, I do not know; it seems a little bit 
wrong to me, I must say—and not a little bit either?—A. A statement was 
made about the fear dealers have about the Imperial Tobacco Company. I 
would just like to say a few words about that. Witness testified that dealers 
were afraid to give concessions to other manufacturers because their living 
depended on the sale of Imperial brand. This is true to the extent of 70 per 
cent, but what is most important in my opinion is this—that if we did not 
exercise the reasonable control we do over retailers, whether they are direct 
buyers or buy from the jobber, retail prices would break in 24 hours. 


By Mr, Sommerville: 


Q. Price control is one thing, but shop control is an entirely different thing, 
isn’t it?—-A. My contention is, sir, that each has a bearing on the other. 

Q. But it is not one and the same thing?—A. If we could not control the 
dealers, we could not control their action on prices. 


By the Chairman: 


Q. There is a big difference there, Mr. Spafford?—A. Yes, sir. 

Q. Mark you, let me point out to you, I think every one of your com- 
petitors endorse the principle of price control?—A. That is true, sir. 

Q. Let us just drop that from our picture as far as any dispute is concerned, 
I think they are all agreed on that. That is a question for the committee to 
determine later on, whether they agree with that suggestion. But there is a 
vast difference between exercising price control, price maintenance, and what 
you describe as controlling the retailer. Why should you exercise control over 
any retailer except your own organization?—A. Well, sir, we do it so that price 
control may be maintained. 

Q. Surely this is a free country, and a man selling tobacco, or candies, or 
other products is at liberty to conduct his own affairs as he likes. Surely he 
is entitled to that?—A. Well, sir, possibly the word “control” is not the right 
word to use. But I say this, that if we do not exercise our influence with the 
dealers to maintain prices, the efforts of other manufacturers, no matter how 
much they are in favour of price control, would be of very little value. 

Q. Oh, but wait: there is an altogether different thing. Your price main- 
tenance is controlled through your jointly refusing to sell a man your stock 
through your jobber. You have an agreement, cited in evidence yesterday; 
a contract between yourself and the jobber, and I am not for a moment calling 
that into question. That is another matter. But I question the exercising of 
arbitrary control over what the retailers should do in the operations of his 
business. That is a different matter, and that is what is complained of. If you 
will just stick to that and leave this price maintenance, for a moment—I doubt 
whether we are in agreement on it, but the committee will discuss it on its 
merits. That is another problem, but when it comes to your exercising arbitrary 
control, or taking a dictatorial position—I use these terms because they are 
implied—over the retailers; that I think is something that you ought to explain, 
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certainly in a manner different than what you are doing now?—A. I thought I 
had explained that, that it is the jobber selling arrangement. It does not cover 
the indirect retailer, it only covers the activities of the jobber. 

Q. Yes, but it was stated in evidence, if not by yourself, by one of the 
other witnesses, that the manufacturer was used by the jobber in order to control 
any recalcitrant person cutting prices?—A. Amongst the jobbers. 

Q. Quite so. But between yourselves and the jobbers refusal to sell was 
a disciplinary measure that was used. However, what I want to get away from 
is that I do not want to draw the committee into a consideration of price main- 
tenance when you are dealing with an entirely different matter; namely, inter- 
ference with the privilege and liberty of a retailer in the conduct of his business 
in any way?—A. May I make this point, that these indirect dealers that buy 
from the jobbers do not come within the scope of any price maintenance agree- 
ment. 

By Mr. Factor: 

Q. You are missing the whole point?—-A. No I am not, in my opinion; it 
is up to us to keep order amongst these indirect buyers, because nobody has 
contact with it. 


By Mr. Sommerville: 
Q. You are the policeman of the retail trade?—-A. Yes, sir, and if we with- 
draw that supervision as I said before, I am confident that prices will be cut. 


By the Chairman: 

Q. When you say “ supervision,” just explain what you mean by that?—A. I 
mean that if the dealer is cutting prices we do our best to persuade him to go 
back to standard prices; if he is an indirect man we cannot say he must go back. 

Q. None of your competitors brings any action of that kind into question. 


By Mr, Ilsley: 


Q. We are not talking about that, Mr. Spafford at all; that price main- 
tenance may be all right with the chairman, I don’t know about that. But 
what we were dealing with was all this evidence about your disciplinary methods 
for another purpose, that was to prevent your competitor’s goods from being 
displayed and advertised. Now, let me ask you this; if you did not take any 
disciplinary methods at all, would you not get your share?—A. Which point 
are you speaking about, display? 

Q. Display advertising. If you did not take any disciplinary measures 
against retailers, would you not get just as large a share—apparently you 
approve of that, say that they should stop it all?—A. I do not approve of it. 

Q. If you did not use disciplinary measures, or make threats to that end 
at all, would you not get your share of advertising display?—A. I have said 
before, sir, that the condition of sale is not that you must give us 100 per cent, 
or that you must give us 70 per cent; we try to get 70 per cent, and we are 
satisfied with 70 per cent. 

Q. You may not have meant it in your evidence but you certainly said a 
few minutes ago that you would have approved if your salesmen had started 
out by saying, give us 100 per cent of this thing, intimating that you would not 
put him on the direct list if he did not do it?—-A. He was not being forced. 

Q. You hoped he would get it?—A. I say that it is not even absolute, that 
the dealer must give us 70 per cent. 

Q. Let me ask you this question? If your people did not make these 
threats, and exercise this discipline that you direct towards price maintenance 
at all, and directed towards a larger share of display advertising, would you 
not get your share?—A. I do not say they make these threats. I would not 
admit that they make these threats. I assume they try to get advertising space, 
but I say it is not considered a condition of sale. 


1914 SPECIAL COMMITTEE 


By the Chairman: 

Q. You yourself read a letter from Mr. Tingle admitting a case?—A. Which 
had been reported, but not proved. 

Q. What is the object of reading the letter? I think you should frankly 
admit that this practice is indulged in by your officers. You may say that 
they do it without your instructions, or something of that kind. I must say 
it is pretty hard for me, I do not know what the other members think, but it is 
pretty hard to ask me ‘to think that all these men who have come before us, 
reputable business men of this country, are drawing on their imaginations for 
these statements. 


By Mr, Ilsley: 


Q. Will you tell me if in your opinion you think trade practices of this 
kind are necessary for the maintenance of your fair share of the advertising 
business?—A. I do not admit that they do exist; if they do exist I would say it 
is not necessary. 

Q. It is bad trade practice?—A. I do admit that, freely. 


By the Chairman: 

Q. Then it is a question, if you are an official of the organization, of finding 
out whether it happens or not? You practically say, however, that you are 
not aware of it?—-A. I ask you to believe, sir, that it does not go on with our 
countenance. 

Q. There is just a nice little narrow point there, I would think you were 
perfectly idiotic if you gave instructions to do it?—A. We give instructions not 
to do it. 

Q. Just wink with the other eye, something like that. You just always get 
away from it. Tell us frankly that you discountenance it, or rather discipline 
your staff if they do it, and tell us whether it has been done; and then the com- 
mittee will be satisfied that you were very sincere in the matter?—A. Mr. 
Chairman, I made the statement before that no clear case has ever been proved; 
and if we may have the evidence, the sworn statements that were submitted 
yesterday by Mr. Hughes, I personally would like the privilege of investigating 
each one of these. And I can personally assure you that where something 
detrimental has been done it will be corrected and the principal concerned will 
be disciplined. 


By Mr. Factor: 


Q. But, Mr. Spafford, in all these complaints from coast to coast, and com- 
ing all over for two or three years; did you ever discipline a single man in your 
organization for any of these practices? 


Mr. Epwarps: Or reprimand him? 


The Witness: Frankly, I can call no case to mind, because none have ever 
been proved. 


By Mr. Factor: 

Q. Is not that a reasonable assumption, your not having done so as an 
executive in charge of these men, having been aware of these things, have 
countenanced them?—A. That is not true, I have never countenanced them, 
and do not know of them apart from reports that have not been proved. If I 
have an opportunity of going through our records, I might be able to place as 
many complaints—I could give you a lot of complaints that we have had about 
other manufacturers using the same tactics. 


| 


PRICE SPREADS AND MASS BUYING 1915 


By Mr. Sommerville: 
Q. I should think that they would encourage similar tactics by others?—A. 
It is a question of who started them first. 
Q. No, I think it is rather a question of who does it most? 


By the Chairman: 


Q. But you will admit that it is reprehensible in any case, whoever does 
it?--A. I do, sincerely. 


By Mr. Factor: 


Q. Is there any way by which you and the other manufacturers could get 
together and eliminate this, shall I say this matter of high pressure salesmanship 
and high pressure advertising?—-A. The letter that I had describing a meeting 
in Montreal is an indication of what we would like to do, and we would do 
that from coast to coast if there were any way of getting the representatives 
together. 


By Mr. Young: 

Q. Might I ask you this question: you are accused of doing certain things, 
and of expecting things from the dealers; and you are accused of using certain 
disciplinary measures to force them to comply with your rules and regulations; 
the discipline you apply is that if they do not do as you say, or as you wish, 
they will be cut off the list and find it difficult to get their supplies?—A. Only 
if they cut prices. | 

Q. Quite apart from that, in the matter of display or any of these so- 
called mal-practices of which you are accused; supposing this committee were 


_ to find some way of opening to these men who are disciplined a new source of 


supply, would not that be the most effective check of those practices whether 
you or anybody else is carrying them on?—A. The men whom we discipline are 
price-cutters. If they got their supplies from some other source, they would 
still cut the price. 

Q. We have had evidence to the effect that men have been disciplined 
for failing to give you sufficient window display—you are accused of it— assum- 
ing that it is so I ask you this: would not the most effective way of checking 
it be to open some new source of supply to these men so that if they should be 
cut off, they could still get a supply. 

Mr. SOMMERVILLE: How would they get supplies from the Imperial? 


Mr. Youne: I think we could still find a way of getting the supply. You 
leave that to me and I will show you where the supply is coming from. 


By Mr. Young: 
Q. Is not that a natural correction?—A. It sounds that way, but I have 
never considered it so I would not like to give a hasty reply. It is an entirely 
new angle to me. 


By Mr. Kennedy (Winnipeg): 
Q. You don’t know where these other supplies of the Imperial came from?— 
A. No. There are a lot of jobbers to-day getting our goods, and I wish I knew 
where they are getting them. 


By Mr. Sommerville: 3 
Q. What would you do?—A. We would try and stop their source of supply. 
Q. That is what I thought?—A. For we must follow out our plan. 
@. Under your price maintenance plan, that is what you would have to 


moor—A. Yes. 
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By Mr. Factor: 

Q. May I ask this question rather bluntly? You say these practices do 
not exist. You have heard the sworn testimony of Mr. Hughes, Mr. Fortier, 
Mr. Picard, and Mr. Munich. Are those men not telling the truth?—A. Mr. 
Factor, I say that we do not countenance them, and so far as I know there 
has never been a proven case submitted to us. 

Q. I know, but here are four men, reputable business men in Canada, 
sworn on oath, giving us concrete illustrations. Mr. Hughes has left with the 
committee twenty-five examples. 

Mr. SommervittE: And here is another batch from Mr. Munich. 

Mr. Facror: Yes, and I have in my own file dozens that I have not had 
a chance to submit to the counsel. 


By Mr. Factor: 

Q. Now, Mr. Spafford, these men come in and swear that these practices 
do exist. Will you tell me that these men are not telling the truth?—A. [I tell 
you this, that they are making these statements in good faith; | will give them 
credit for that. I would not make any other insinuation. But I say this, that 
apart from the sworn statements—I believe they presented some—I question 
very much the other statements which have been handed to them by their 
salesmen or by dealers. 


By the Chairman: 
Q. What about that case from Toronto yesterday where certain streamers 
were put up to introduce a new cigarette?—A. I have that right here. 
Q. You can’t question the fact that the streamers were torn down or 
destroyed?—A. No; but’ might I give my impression of the situation? 
Q. Yes, give us whatever you can. 


By Mr. Senn: 

Q. Before you deal with that, may I ask one question. You heard the 
evidence of these four gentlemen yesterday. Presumably they are heads of their 
organizations. Have they ever indicated to you, as head of your sales organi- 
zation, that these practices were being carried out?—A. Oh, yes. That is why 
they got together in Montreal, for example, and tried to straighten them out. 

Q. Did they give you concrete examples of it?—A. I didn’t attend the 
meeting. 

Q. And you are head of the sales organization?—A. Well, sorry to say, at 
the present time mine is an inside job—I don’t mean in the ordinary sense of the 
word. But Mr. O’Brien is our sales manager, and in charge of all our outside 
activities, and he talks with all the representatives of the other manufacturers. 

Q. I was wondering, if these things are so prevalent as suggested by the 
witnesses yesterday, why they didn’t submit concrete examples to the organi- 
zation?—A. Well, I may say this, that if the representatives of the different 
manufacturers, including our own, the local ones, would get together and discuss 
their troubles, it would go a long way towards overcoming this trouble that 
does exist. | . 

Q. And you are willing to meet them?—A. Absolutely. 


By Mr. Sommerville: 


Q. Suppose a merchant did go so far as to allow his name to be used, to 
bring a complaint to you that your salesman had come in and removed all 
the goods of Grothe and Benson & Hedges off the counter, and those two men 
had come to you with that complaint, what would have happened to that 
merchant from the Imperial?—A. Why, he would have been thanked very 
sincerely. 
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Q. Then you would be writing letters of gratitude, if 1 gave you all the 
names, for a long time to come. May I give you one illustration just of the 
situation now. Here is a man about which it is said:— 

About September, 1933, the Imperial Tobacco Company threatened 
to cut this customer off the list if he did not remove our goods— 

That is Benson & Hedges. 

—as well as L. O. Grothe’s, from his counter. 

This customer was given five days in which to do this. He did not 
want to remove our Admiration or Londres cigars, since they were en- 
joying such a good sale, but at the same time he did not wish to lose his 
account with the Imperial Tobacco Company, since it meant so much to 
him. 

When this case was brought to the attention of the writer by this 
gentleman the matter was immediately taken up with our office. The 

- writer was advised to see the customer, to ascertain if he would verify this 
statement before an investigation, but fearing pressure from the Imperial 
Tobacco Company should we, for any reason, lose our case, this customer 
hesitated to have his name used, stating that Imperial would cut him off 
completely. 

After the five days were up, all opposition cigars were removed from 
the counter and this gentleman was once again in good standing with the 
Imperial Tobacco Company, having complied with all their demands. 

Do you say that is a thing that is just produced out of the imagination of a 
creature?—A. No, I don’t at all. 

Q. Is not that the exact condition that these merchants are under, having 


70 per cent of their supplies coming from you, that they dare not come forward 


and make their complaints? I have a whole grist of these, and I think that if 
they were handed to you, there would be some talking to some of these men, 
if there was not anything more. Let me give you an illustration of a dealer. 
Here is a dealer who has a whole district, on April 27—just last month?— 
A. What do you mean by a whole district? 

Q. He is a jobber covering a whole district. He is not a retailer in a single 
section. He is a jobber in a district?—-A. With other jobbers. 

Q. Yes, with other jobbers. He says: 

On April 27 I was demonstrating a certain brand of Benson & 
Hedge’s cigars and trying to persuade—Mr. Smith, we will call him— 
to buy in larger quantities so he would benefit by the extra 5 per cent 
discount, which is a considerable item. 

He brought to my attention the fact that the Imperial Tobacco 
salesman spends considerable time in this district, and brings in a large 
amount of detail orders, giving them splendid co-operation. 

He claims he could very easily place a box of our cigars with most 
of his customers, but he stressed the point that when the Imperial man 
would call on these customers he would immediately inquire who was 
responsible for having these cigars placed on the counter among his 
goods, and they would of course state that they were sold by—Mr. 
Smith, as we are calling him—and that was something he could not afford 
to let the Imperial Tobacco salesman know. 

—A. That is that man’s impression. It is not a fact. 

Q. That is such a general impression among jobbers that it must arise 
from somewhere, not simply out of the air?—A. Mr. Sommerville, you say 
“amongst jobbers.” Among these telegrams which you kindly allowed me to 
present yesterday, there were many telegrams not referring exclusively to price 
maintenance. They referred to the general policy, sales policy, of the Imperial 
Tobacco Company. Those telegrams were from reputable men from coast to 
coast. 
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By Mr. Factor: 


Q. They referred to the system of distribution of jobbers and retailers 
only. They didn’t approve of these tactics going on?—A. You contradict my 
statement? Have you read them? 

Q. Listen, be reasonable. I say that these telegrams approved of the 
system of distribution between jobber and retailer?—A. Not exclusively, no. 

Q. Do you mean to say that they approved of these tactics that were used? 
—A. They don’t admit they exist. They admit they approve of our general 
policy. 

Q. Of distribution?—A. No, no, our treatment of the trade. They were 
from retailers as well as wholesalers. 


By Mr. Ilsley: 
Q. I thought they had reference to price maintenance?—A. Not exclusively. 
The CuarrmMan: No, not exclusively, but largely. There is not any doubt 
of this. They were never asked whether they approved of strong-arm methods 


of control in the trade. That question was never submitted to them. They 
didn’t refer to that at all. 


By Mr. Senn: 

Q. Mr. Spafford, if those tactics are resorted to, and the retailer refuses 
to comply with the demands of your travelling salesmen or your jobbers’ 
association, who in your organization has authority to refuse your goods to 
Oe a Well, sir, I have made the statement before that that is not a condi- 
tion of sale. 


By Mr. Sommerville: 
Q. Who has authority, though? Is it the local man?—A. If it was a ques- 
tion— 
By Mr. Senn: 
Q. Can the travelling salesman, for instance, refuse your goods?—A. No, 
our district sales manager, of which we have eleven throughout the country. 
Q. Do you know whether these cases are referred to your district managers 
er not?—A. I don’t admit that there are any such cases. 


By Mr. Sommerville: 
Q. Is Mr. Cohen a district manager of yours in Montreal?—A. Cohen? 
Oh, yes, he is a supervisor. 
Q. He is a supervisor. Then let me give you this case of April 30, 1934. 
This is a letter received: 

In the presence of an Imperial Tobacco Company window dresser, a 
booking was taken by me for an Oxford cigarette window—Benson & 
Hedges—to be made on April 30, 1934. 

That was in the presence of a salesman. 


It was agreed by both the owner of the store and the Imperial 
window dresser that the necessary arrangements would be made for 
Benson & Hedges. It is stated by the owner of the store that on 
April 29th— 

The day before the window was going in. 


—Mr. Cohen and two other representatives of the Imperial Tobacco 
Company told the owner of the store that Benson & Hedges could not 
dress his window and suggested something in the form of a threat. 


And the window was not dressed. Now, is that the kind of thing that a super- 
visor is supposed to do for you?—-A. No, it is not. 
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Q. There it is, right on the 30th of April?—A. Well, I have asked so many 
times if I might be supplied with names and full details of these cases. There 
are so many general statements that have been made, that I think in fairness 
_ to our company I should have that information. 


By Mr. Factor: 


Q. Don’t you see the difficulty, Mr. Spafford? I think you are quite fair in 
your request, if the committee was assured that in the subsequent negotiations 
similar tactics would not be adopted in threatening them. Let me give you 
an illustration. I, personally, tried to get two dealers from Toronto, two 
retailers, to come and give evidence to this committee, and they refused because 
of the fear of being cut off in their supplies. I speak here personally, and of 
my own knowledge?—A. Well, I think that fear is exaggerated. 
| Q. Well, it seems to prevail to a great extent?—A. It is not from any 
_ desire of mine. 
| Mr. SoMMERVILLE: I can tell you of a dozen that have some fear, who 
- would like to give evidence before this committee of the practices, but who are 
_ afraid of what would happen to them and their livelihood. 


| Mr. Youne: It seems to me that it puts this company in a very awkward 
_ position. They are accused of certain things, and their accusers refuse to face 
them. 

Mr. Itstey: That is so. 


The CHAIRMAN: We had before us five, I think it was, of the leading com- 
petitors of the Imperial Tobacco Company, everyone an outstanding leader 
in his line of business and head of his firm. On oath they made statements 
- that certain practices are prevalent through the country, and they point out 
to us that they do not wish to disclose the names of the individuals, because 
from their knowledge of the way the practice is carried on, those individuals 
would undoubtedly suffer. We cculd—I have been giving this matter a lot 
- of thought—summons these people before us and make them tell us. Take the 
_ two men that Mr. Factor mentioned. Mr. Factor mentioned that matter to 
me. We could summons them and force them to tell us, but I hesitate to take 
the responsibility myself to do so. What we are trying to do with Mr. Spafford 
to-day, or at least at his request, is give him an opportunity to answer. 


By the Chairman: 

Q. Now, Mr. Spafford, is it quite an answer simply to say that unless you 
have full details you cannot deal with the matter? Because you have yourself 
admitted in two or three instances that the practice is indulged in. You don’t 
say it is prevalent, but you say it is indulged in?—A. Which practice? 

Q. The practice of bludgeoning people, because your own letters admits 
two cases, frankly?—A. It does not. I am sorry to contradict you but I don’t 
think the letter admits it. The letters says it has been reported. 

The CuairMAN: Oh, well, I know, but it goes on to say that these prac- 
tices—I have forgotten just the wording, and the letter has gone out—but I 
- think anybody would take it that it was admitted by Mr. Tingle and says it 
must stop, or something to that effect. 

Mr. Youne: Now, Mr. Chairman, if the company says in their letter that 
this thing should be stopped, and then we go and bring them before us and say, 
“Now, you are accused of doing that in a dozen different cases,’ then the 
natural thing for them to say would be, “ Tell us the cases and we will see it 
is stopped,” and we refuse to tell the cases. 

The CuatrmMan: I admit it is a very difficult thing. However, I will tell 
you what we will do. The committee will take into consideration whether or 


1920 SPECIAL COMMITTEE 


not we shall bring the individual witnesses here to back up these statements 
which were given. It is a serious responsibility for the committee, and I was 
hoping that Mr. Spafford, when he asked to make a statement to-day, would 
offer us some real explanation of the matter, but I confess that you have not given 
us much yet. 

The Witness: Mr. Chairman, I have made the statement that if a dealer 
came to me and laid his complaint, and I found it was justified, I would not 
censure him. I would censure the salesman. If you will give me the informa- 
tion of every one of those complaints, I tell you in all sincerity the same condi- 
tion will prevail, and in the future—that goes for the future too. 

Mr. Iustey: I think they had better be communicated with, in view of that 
statement he has just made; and if they agree that their letters may be pro- 
duced, they certainly should be produced, so that he will not be confronted 
with hearsay rather than fact. 


The CHAIRMAN: We will do that. 


Mr. KenNeEpy (Winnipeg): Just before we get into this last phase, you 
asked the witness regarding the pulling down of streamers. 


By the Chairman: 


Q. Can you make that plain?—A. The episode referred to by Mr. Hughes, 
which occurred recently in Toronto—I have not had time to see or communicate 
with our Toronto man yet, but I believe the explanation is this: According to 
Mr. Hughes’ statement, the representative of his company put the window bills 
on windows containing our window dressing material. 

Q. He didn’t say that—A. Well, I say, sir, that is my impression, that 
they were put on windows trimmed by us. | 

Q. He didn’t say that——A. Well, then, I have no defence, if it occurred. 

Q. However, go ahead and make your explanation on that assumption? 
—A. Well, I say it is, if I am not mistaken, the statement made by Mr. Hughes. 
This was in our opinion, and is sort of a gentleman’s agreement amongst the 
manufacturers, that they will not put window bills on windows trimmed by 
each other. It would be the same thing as putting a sign across another sign 
that is tacked up on the wall. It spoils the effect of the window. If it did 
occur, I would say it is contrary—if they were taken down by our men whether 
they were on windows trimmed by us or not, it was contrary to instructions 
from head office. 


By Mr. Kennedy (Winnipeg): 


@. Frankly, Mr. Spafford, this is not of much value. You start out by 
saying, “If it did occur,” that you have not communicated with them, and this 
is your impression of the explanation?—A. Yes. 

Q. I suggest that as evidence it is of little, if any value. You might better 
investigate the facts, and let us have that. 


By Mr, Sommerville: 


Q. Might I suggest to you that while you are in Ottawa, you investigate 
to-morrow, how many of your signs in the last two weeks have been put over 
the windows or on the windows dressed by Benson & Hedges, Rock City or 
Grothe in the city of Ottawa?—A. Well, may I make another statement? You 
referred to Hull. 

Q. I just ask you to make that examination right here in Ottawa?—A. But 
in connection with the episode which occurred in Hull, I want to explain that 
by saying that I must admit there is what might be termed a local feud between 
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the Imperial and Grothe, the local advertising representative? We have not 
been able to get them together. I believe those practices prevail on both sides, 
but it is my intention before I go back to try and straighten them out. 

The CuHatRMAN: Now, it is six o’clock; is there anything else? 
: bad Iustey: Is Mr. Spafford going on? You want to say some more about 
this? 

The Wirness: I would like to finish this, or I would like to file it with you. 


By Mr. Senn: 

Q. Will you be here to-morrow?—A. I had hoped to go home to-morrow. 

Mr. Iustey: I think Mr. Spafford ought to have a full opportunity of reply- 
ing to the very serious charges that were made yesterday. 

The CuHarrMAN: Yes, I think so. 

Mr. Iustey: And take whichever course he thinks fit. Perhaps it can’t be 
done now. 

The Witness: Another matter is the painting of jobbers’ wagons. 

Mr. Youne: How long will it take? 

Mr. SoMMERVILLE: He has four or five pages yet. 


By Mr, Isley: 

Q. Would you rather file it, or come back?—A. I would rather not come 
back. I would like to go home to-morrow, and do a little work, and see how 
everything is going; but it is whatever you instruct me to do, sir. 

The CHarRMAN: I don’t want to handicap you or curtail you in any shape 
or form. I would like, myself, to make a little more progress, though. 

The Witness: Well, may I file this with you? 

The Cuairman: If you wish. 

The WitNEss: That would save you gentlemen time. 

Mr. Factor: Yes, we can read that into the record, and your representatives 
will be there. 

: Mr. SomMERVILLE: You have covered up to a certain point. Just indicate 
that. 

Mr. Hucuss: If we are going to remain until to-morrow, I would like to 
have permission to reply to some of this cover-up explanation. 

Mr. SommervILLE: Mr. Munich is making the same request. 

Mr. Senn: I am afraid if this goes on, we will be here indefinitely. 

The CHARMAN: I will tell you what we will do. We will meet to-morrow 
morning at 10 o’clock and give these gladiators another chance. 


The balance of Mr. Spafford’s statement, referred to above, is as follows: 


Painting of Jobbers’ Wagons: This matter as referred to I know nothing 
about excepting that circumstances as described are contrary to our instructions. 
If I may have the particulars of each case I will personally investigate it. If 
any injustice has been done it will be corrected. I say again, we will not 
tolerate any such action of an employee of ours. Nor will we tolerate an action 
described by Mr. Hughes wherein a representative of ours is supposed to have 
obtained from a jobber in Montreal figures showing purchases of competing 
lines under the threat that if the information was not supplied the account 


would be closed. He went on to say that the figures were not forthcoming 
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at first and that as a result an order placed with us was held up. If all of 
this is true it was done without my knowledge or approval or the knowledge 
of any one of our executive officers. The matter will be investigated at once 
and if guilty the employee concerned will be dismissed. It will be necessary, 
of course, for me to have full particulars which I assume Mr. Hughes will 
supply. 

Mr. Hughes, and I believe one or more of the other witnesses, made the 
statement that an affair such as this went on with the knowledge of “Head 
Office.” Someone in Head Office, perhaps an order clerk if an order was held up, 
might know, but certainly not an executive of the company. That is definite. 


Evidence submitted by the Macdonald representative: Mr. Fortier made 


the same general statement as Mr. Hughes, but, in addition, stated that we 
closed a retailer’s account because he distributed free tobacco to the unemployed. 
If Mr. Fortier refers to the closing of the New-Way Tobacco Store account 
he is labouring under an illusion. We closed this account because the arrange- 
ments under which it was opened were not lived up to. This account, 1f my 
memory serves me right, also operated deals which are equivalent to price- 
cutting. 


Benson Hedges’ representative: Mr. Munich referred to a dealer in the 


north end of Montreal with whom we entered into a five year contract for two — 


or three windows. I should like to have full particulars of this case as when 
I telephoned our Montreal office this morning for a report on this matter no 
record of any such case could be found. As a matter of fact I want to state 
that with the exception of two cases, and this is not one of them, we do not 
have contracts with any dealer covering window display space. 


Rock City Tobacco Company: I am particularly anxious to go into Mr. 
Picard’s statement to the effect that we deliberately demoralized prices in Que- 


bec city because we were disappointed that the Jobbers’ Association did not | 


get properly organized there. Mr. Picard is correct in one contention. We were 
sorry after devoting a lot of time to assist the jobbers, to have their efforts fail. 

The price proposition to canteens is another matter and goes back several 
years, possibly five, when the W. C. Macdonald Company quoted a special 
price of $8 per thousand cigarettes and 90 cents per pound of tobacco (regular 
price to the trade $9.75 for cigarettes and $1.17 for tobacco) to the Department 


of National Defence so that their cigarettes and tobaccos could be sold at cut 


prices in military canteens. The cigarettes were retailed at 20 for 23 cents the 
tobacco, I believe, at from 60 cents to 70 cents per half-pound tin. We found 
that these special prices were seriously affecting our business. Not only in the 
canteens but with civilians who, through knowing people who enjoyed the 
privilege of buying from canteens, obtained their supplies from this source. We 
endeavoured to have the special prices discontinued but were not. successful 
with the result that in order to protect our own interests, we offered similar 
prices to the Department of National Defence in September, 1982. In May, 
1933, the W. C. Macdonald Company reduced the price of cigarettes to $6 per 
thousand. We followed. Cigarettes then sold on a basis of 20 for 18 cents. On 
May 1st this year, which is just over two weeks ago and not three weeks ago 
as stated by me yesterday, we raised our prices on cigarettes and tobaccos to 
our regular list prices with the exception of canteens operated for the benefit 
of the unemployed where we continued the special price of 80 cents per pound 
for tobacco. I believe all this is what Mr. Picard refers to and has nothing 
whatsoever to do with general conditions in Quebec or the failure of the jobbers 
there to form an association. As a matter of fact I might mention here that, 
outside of the city of Toronto, Quebec city is the worst cut-price territory in 
Canada. 
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I do not understand Mr. Picard’s reference to a club or an individual to 
whom consumers pay $1 membership fee and get cigarettes at cut prices. I 
know nothing about any such arangement, nor do I believe that we sell to any 
such club or individual. If Mr. Picard will supply me with full particulars I 
will give the matter my personal attention. 


The Committee adjourned at 6.05 p.m. to meet Thursday, May 17, at 
10 a.m. 
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House or Commons, Room 368, 
May 17, 1934. 


The Special Select Committee on Price Spreads and Mass Buying met at 
10 a.m., the Hon. H. H. Stevens presiding. 


Mr. Norman Sommerville, K.C., of Toronto, and Mr. W. W. Parry, of 
Toronto, appeared as Counsel for the Committee. 


The CuHaiRMAN: The minutes of yesterday’s meeting record the filing of a 
large number of exhibits set forth therein, certain witnesses called and heard, 
and also the fact that two of the Ministers of the Crown were heard in regard 
to a matter previously referred to. I declare the minutes approved. 

Who is your first witness this morning, Mr. Sommerville? 


Mr. SommervitiE: I think Mr. Spafford filed the balance of his brief last 
night. 

The CuarrMAN: I am told it has been printed in the record. 

Mr. SOMMERVILLE: Yes. 

Mr. Sparrorp: You asked for certain information, which I have. 


HARLE SPAFFORD, recalled. 


Mr. Kennedy asked for particulars of the Toronto episode. First of all, 
Mr. Senn asked what our volume of business was direct with retail accounts. 
It is 28 per cent, sir. 

The CHAIRMAN: Twenty-eight per cent of your business was direct? 

The Witness: With the retail accounts. 


Mr. SoMMERVILLE: In answer to Mr. Senn’s inquiry as to the volume of 
your business with the direct retail accounts, you say that these direct accounts 
represent 28 per cent of your entire volume of sales. 

The Witness: Correct. 

Mr. SomMeERVILLE: Does that include sales to the United Cigar Stores? 

The Witness: Yes. You asked me to have the Ottawa and Hull situation ~ 
checked up last night, and there is the report sir. 

Mr. Youne: We would like to have that read. 

Mr. SommervittE: Yes. Mr. Spafford says:— 

Thorough check-up last night revealed no opposition advertising 
on our windows. None of our advertising on opposition windows. 
A perfect condition. 

The Wirnsss: Yes, 100 per cent. 

Mr. Youne: At present. What was it a week ago? 

Mr. SomMMERVILLE: I was only referring to the check-up of the night before. 

The Cuairman: Mr. Spafford, you would call that snappy work, would 
you not? 
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The Wrirness: We have a very thorough organization. I have a telegram 
from our Toronto manager, which I would ask you to read, sir. 

Mr. SOMMERVILLE: Yes. A telegram from Mr. A. R. McWhinie, Manager, 
Imperial Tobacco Company, Toronto:— 

Karle Spafford. Read in papers Grothe Biased— 

What is that, “ biased ” or “ based ’’? 

The Witness: Both, I would say, sir. 

Mr. SOMMERVILLE: That is efficiency. 

The Witness: I think he means based. 

Mr. SOMMERVILLE: 

—charges regards removing window bills in Toronto we should be 
the ones to complain of unfair tactics stop We respect all advertising 
whether by our competitors or other advertisers and while we have com- 
plaints we also have grievances which we mutually adjust stop Grothe 
put on a window bill campaign for Grad cigarettes and placed same on 
windows dressed by our window dressers in many cases obstructing our 
showing the work and material in these windows costing us approximately 
from five to eight dollars each stop In a number of these cases we did 
remove their window bills stop After doing so we phoned Grothe repre- 
sentative Smith registering our complaint Smith made an appointment 
for Tuesday morning coming to our office when this question was discussed 
he said that he had two novices putting up window bills and probably 
good judgment was not used he agreed with us that the practice was 
unethical and he would adjust further complaints on request and we 
would mutually respect one anothers advertising stop I was surprised to 
see that he wired his complaint to Grothe stop To-day we checked up a 
number of windows dressed by our window dressers and found four of 
our window displays with view of centre piece obstructed with Grad 
window bills making displays of no advertising value to us stop Five other 
windows which we dressed have had grad bills but high up so as not to 
obstruct these showing stop We checked five Grad window displays but 
no window bills of our brand shown we respected their windows but they 
have not respected ours we are the ones have a grievance stop Grothe 
remarks about us following their window bill campaign three weeks ago 
is absurd as we have carried on regular weekly bill display since last 
October stop Regarding Grand counter displays their statement is grossly 
exaggerated stop They are and have been showing since placed on the 
market in a great number of stores including retailers who buy our goods 
direct and we have made no comment to the retailer figuring they are 
just another brand stop Can give you names and addresses of stores where 
windows dressed and view obstructed stop We tried to get in touch with 
Smith to-day left word to phone us have not heard from him yet stop 
We do not remove other manufacturers outdoor signs even when requested 
to do so by the retailer and we receive and expect the same courtesy 
from other advertisers stop In Toronto we are the ones who should be 
complaining. ; 


By Mr. Factor: 


Q. I should like to ask one question in regard to this Toronto situation. 
I received a letter yesterday complaining that in connection with the Canadian 
National Exhibition in Toronto, the Imperial products are the only ones that 
are on display at the Canadian National Exhibition. Can you enlighten me on 
that?—A. Well, there are two features in connection with the Canadian National 
Exhibition. In the first place, they have what they call a process building dis- 
play, where we run a manufacturers exhibit. That is, of course, exclusively ours. 
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By Mr. Young: 


Q. You pay for that privilege?—A. Yes. 

Q. Could others get that privilege if they paid for it?—A. I believe they 
could. We make arrangements with the directors of the Canadian National 
Exhibition. 


By Mr. Sommerville: 


Q. I suppose in connection with that they sell privileges at the exhibition 
to the highest bidder?—A. I believe, sir, this display that I refer to, is not paid 
for. They run it as an attraction to the exhibition; it is a mechanical display 
showing. 

Q. In the process building?—A. Yes. 

Q. With respect to the complaints that Imperial goods exclusively are sold 
in the Toronto Exhibition, that applies to other exhibitions, because we have 
had similar complaints come in; but I understand the situation is that those 
exhibition boards sell the exclusive privilege for the sale of goods?—A. That is 
correct. 

Q. Whoever makes the highest bid gets the contract?—A. That is right, sir. 

Q. And the contract that you have gives you the exclusive privilege in 
those cases?—A. Yes. I might add that our contract expired last year, and 
when we renewed this year, for I think three or five years to come, we agreed 
to carry an assortment of opposition brands. 


By Mr. Young: 


Q. You are paying for the place and you are going to advertise your com- 
petitors’ goods in the place you pay for?—A. We did not say we would advertise, 
we would carry them in stock. 


Mr. Factor: So that the customer could buy them? 


The Wirness: Yes. There is a telegram from Saint John, which I would 
like you to read, sir. 


Mr. SommervituE: This telegram is from Mr. H. C. Green, manager of 
Louis Green’s Cigar Store. Did we hear his name before? 


The Wirness: In Mr. Picard’s evidence of the 15th. 


Mr. Sommervitte: I do not remember the name. This telegram is dated 
Saint John, N.B., May 16th. 


Mr. Spafford, Chateau Laurier, Ottawa, Ont. Understand my name 
has been used in a telegram sent to Ottawa making certain charges against 
the Imperial Tobacco Company’s policy regarding window dressing I 
wish to emphatically deny any authorization or knowledge of this tele- 
eram nor will I sanction the use of my name and furthermore will deny 
any of its contents recently I had reason to ask Mr. Farry to state his 
companies policy in regard to window dressing his answer was that if 
their man dressed the background they would not permit us to display any 
competing brands but they would be willing to send us a background and 
providing we put it in we could display any other firms brands we liked. 


Mr. Farry is, I understand, the manager of the Imperial at Saint John? 
The Witness: Yes. That is all I have sir. 


Mr. SommeErvILtE: As we were adjourning last evening, some of the mem- 
bers who have given evidence indicated a desire to answer certain evidence that 
was given in reply. 
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Joun Hucuss, called and sworn. 


By Mr. Sommerville: 


@. You desire to reply to certain statements that were made yesterday by 
Mr. Spafford? 


Mr. Factor: I should like to know what is going to happen if Mr. Spafford 
wants to.reply to Mr. Hughes. 


The Cuairman: I was going to observe that we want to bring this to a 
finality pretty soon, so, Mr. Hughes, please confine your observations as far as 
possible to rebuttal, if you like to so state it, because we must bring this matter 
to a finality. 


The Wirness: That is just my intention. First of all, on behalf of our- 
selves and the other independent manufacturers, I should like to go on record as 
taking absolute objection to some of the suggestions made by Mr. Spafford 
yesterday that our claims were wild and irresponsible. I would like to go on 
record as taking objection to that very strongly. In the first place, the claim 
has been brought out by Mr. Spafford, while he would not admit those affairs, 
he possibly gave the idea that they might have been carreid on, but unawares 
to the head office. Well, I think that it is a foregone conclusion that an organi- 
zation is responsible for its employees’ actions; to the extent to which those affairs 
have been carried on they must surely have been brought to their attention, and 
if they did not take the pains to have them stopped, I think they had no alter- 
native but to accept the responsibility. 


By the Chairman: 


Q. What would you ‘say to the suggestion that the independents have been 
the aggressors, and that they have been defending their position possibly in 
some isolated cases by retaliation?—A. It is childish, childish. Any ageres- 
Siveness we could possibly take individually, is so small that it is absolutely 
lost. In connection with the Toronto streamer affair, any streamers that were 
put up by our representatives there, were put up with the permission of the 
storekeeper. I am not saying that some streamers were not put up on Imperial 
windows, possibly that is right. 

Q. By Imperial windows you mean what?—A. I mean windows that were 
dressed by them. 

@. Windows of independent retailers?—A. That were dressed. 

@. Which were dressed by the Imperial Advertising Department?—A. Yes. 
I am not saying there were not some of our streamers put on those windows, I 
am almost sure there were; but if we did not resort to using those windows, 
we would not be able to have any streamers at all. 


By Mr. Young: 


(). Were these streamers put in front of their display?—A. I have not seen 
it personally. I could not say that without seeing it. I do not think that our 
men would put ia streamer in the centre glass to obstruct their view; I hardly 
think that. 

Q. But you expect the Imperial Tobacco Company to answer charges that 
they have been doing this, so I think we should expect the same from you?—A. 
In connection with these Ottawa displays I personally went out myself to see 
the ‘displays in the Ottawa district, and I saw Imperial streamers on some of 
our windows. So while Mr. Spafford says this morning that he took it up last 
night—probably they went around and took them down before he went around. 
The night previous they had the streamers on our windows right here in Ottawa. 
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By Mr. Edwards: 


Q. Where does the owner of the window come in on this business, has he 
nothing to say?—A. My information is that every streamer put up there was 
put up with the permission of the dealer. 

Q. He still controls the window, doesn’t he?—A. He should. I am not 
saying that the streamer business is not abused a little bit by all; but if we want 
to make use—if the independents want to make use of that medium of adver- 
tising, and if we are confined to putting in windows only in our own windows, 
well we might as well drop it altogether. 


By Mr. Factor: 


Q. Why can’t you get together and decide upon a policy so far as matters 
of advertising are concerned. You are all here now and you could get together 
and decide on a general policy?—A. There is nothing impossible. 


By Mr. Sommerville: 


Q. Are you willing to meet in such a conference?—A. Naturally I can only 
speak for myself; as to the other independent manufacturers, you will have to 
consult with them. 


By Mr. Senn: 


Q. What do you say, Mr. Hughes, about that; are you willing to enter 
into an agreement, some such thing as a conference with the Imperial Tobacco 
Company, with a view to arriving at some arrangement that will avoid all these 
difficulties arising out of these practices?—A. Well, naturally we are not out 
for revenge or anything like that, all we want is fair play; if I could really 
believe that the result of such a get-together would bring satisfactory results, 
I think I would be in favour of it. 


By the Chairman: 

Q. Mr. Hughes, if I understand the position of the Independent correctly, 
it might be summarized in this way: your complaint is that by weight of influ- 
ence the Imperial Tobacco Company have used their efforts to control adver- 
tising space in retail shops, and also to influence the purchase of their goods to 
the detriment of purchases of independent goods; that that condition militates 
against your trading freely. Make your comment, is that a fair interpretation? 
—A. That is. 

Q. Now, listen: have you as independents taken notice of Section 27 of 
the Excise Act, which seems to me to offer you some protection. However, I 
want to make this clear, I am not now saying that such a condition is proven 
to exist; that will be for the Committee to determine. You make that allegation, 
if it is true, why do you not invoke Section 27 of the Excise Act, which reads 
as follows:— 

The Minister may declare forfeited any licence authorized by this 
Act in any case where a person who, being a manufacturer of any class 
of goods subject to a duty of excise, either directly or indirectly, 

(a) makes a sale of any such goods, or consigns them for sale upon 
commission, to another person, subject to the condition that the pur- 
chaser or the consignee shall not sell or deal in goods of a like kind 
produced by, or obtained or to be obtained from any other manufacturer 
or dealer; or 

(b) makes a sale of any such goods, or consigns them for sale upon 
commission, to another person, upon such terms as would, in their appli- 
cation, give more profit to the purchaser or the consignee if he should 
not sell or deal in goods of a like kind produced by, or obtained or to 
be obtained from any other manufacturer or dealer. 


A. That ruling was only brought to my attention this morning. 
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Mr, Factor: I do not think, Mr. Chairman, that covers the situation at all. 


The CuairMAN: It might not, but it certainly would if the condition is as 
alleged. 

The Wirness: Besides that, I think you would have extreme difficulty in 
trying to prove such a case, because they do not put anything like that in 
writing. 

Mr. Facror: Not only that, but Mr. Spafford said that it was never a 
condition of sale with them to prevent the sale of their competitors’ goods. 


The CuarrMaANn: I submit that possibly this section might have been in- 
voked in order to make an enquiry into the matter, to see whether the conditions 
actually obtained. Here we have one side saying one thing, and another side 
saying another; each one denies the accuracy of the statements of the other. 
We are not here to try disputes between individuals. However, I do not want 
to curtail you in making your statement. 


The Wrrness: I will be very brief, Mr. Chairman, the suggestion was 
offered yesterday that the trouble here in Ottawa was a matter of ill feeling 
between our advertising men and theirs. 


The CHAIRMAN: Hull. 


The Wirness: Ottawa and Hull, they work conjointly. I have been talk- 
ing to my advertising man since and he says that is the first he has ever heard 
of anything like that; that he has no personal grievance with any of the Imperial 
advertising men, or anything. It is just a presumption that has no ground. 
It is reported to me also by him that one of the Imperial salesmen admitted to 
him that they took down their streamers here in Hull; furthermore, they reported 
the matter to the Montreal office—so it would seem that the Imperial Head 
Office are aware of these matters. 

I would then refer to this meeting in Montreal. We had an arrangement 
that was made between certain manufacturers as respecting each other’s adver- 
tising. That meeting took place some possibly two years ago and that was 
really brought about because at the time numerous complaints were being 
received from all over that advertising material was being interfered with. 
We found our advertising material torn down, also our streamers torn down, 
and all this kind of stuff. That was the object of holding the meeting. What 
was really decided at that meeting was this—some of the manufacturers were 
not dressing windows, and it was in the interests of the manufacturer who 
was not dressing windows that the manufacturer would have the right to put 
up a streamer on a window dressed by another manufacturer, because that 
would eliminate certain manufacturers altogether from that particular kind of 
advertising. What was agreed was this, that no manufacturer would put a 
streamer on the front glass of another manufacturer’s window, on a window that 
was dressed by another manufacturer. He could put up that streamer on a 
door or on the side glass, in such a way as to interfere as little as possible with 
the advertiser’s display. 

I can show you in Montreal photograph specimens of windows that we 
had in that were so plastered with Imperial and Tucket window streamers that 
you could not see what was in the window at all. 

The suggestion was offered yesterday by Mr. Spafford that our claim that 
they had such a big control over the trade was exaggerated, due to the fact 
that they were only selling about 5,000 accounts direct in Canada out of possibly 
fifty some odd thousand. To begin with, when he says 5,000 accounts he is 
referring I have no doubt to Imperial Tobacco accounts; but then if you add 
to that the number of Tucket accounts and.B. Houde accounts it seems to me 
a whole lot more than 5,000 would be included. But then it does not stop at 
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that. There is a lot of accounts that they do not sell direct over which they 
exercise disciplinary methods through the promise that some day they may 
become a direct buyer, and that is the ambition of anybody in the trade. 


By Mr. Young: 

Q. Just on that point, Mr. Hughes: these people I understand are the 
retailers who get thirteen and a fraction per cent; that is, those who buy from 
the jobbers?—A. Yes. 

Q. And those who buy direct get about 23 to 24 per cent?—A. That is 
right. 

Q. Do you offer any similar inducement to dealers to handle your goods 
—preferred?—-A. We all merchandise on practically the same methods. 

Q. That is to say, you have some dealers who get 13 per cent?—A. Yes. 

Q. And other dealers who buy direct from you, and they get 24 or 25 per 
cent?—A. That is right. 

Q. Do you ever bring any pressure to bear on your direct dealers?—A. Oh 
no, we can’t. | 

Q. You can’t, why?—A. No. The direct dealers that we sell in possibly 
99 cases out of 100 would be direct accounts of Imperial. Any influence we 
could bring to bear on them would be so small that it would be hardly worth 
while attempting it. 


By Mr. Sommerville: : 

Q. I suppose a man who becomes a direct dealer with the Imperial Tobacco 
Company is in a position where he can really almost insist upon you making 
him a direct dealer?—A. If we did not, he probably would not handle our 
goods at all. If we open a new direct account 99 times out of 100 it is Just 
because of the ambition of that dealer to buy direct from us to get on the 
Imperial’s direct list. They just use us as a way to get that. That is why 
we do not open any more than we can possibly help. 


By Mr. Young: 

Q. How many have you?—A. I really could not say, offhand; I imagine 
if the Imperial have 5,000, we possibly have something near the same. 

Q. You say you do not open any more than you can possibly help?—A. 
No, there is no advantage to us to do so. 

Mr. Spafford mentioned yesterday, in connection with the question of 
cigars, that they did not exercise this rule in connection with their cigar sales; 
and offered as reference that there were 53 per cent of their cigar sales made 
in Ontario where they had independent salesmen. Although they have inde- 
pendent salesmen they were in conjunction with Imperial salesmen Just the 
same. As far as policy goes I think they exercise—. And besides that he 
mentioned a minimum quantity of 500 cigars. I have in my office in Montreal 
a letter over the name of the B. Houde Company in which they advise their 
customers that they can buy one box of 50 cigars of Imperial lines at list price 
along with their merchandise. I would be glad to mail that for you to file 
as an exhibit if you wish. 


By Mr. Sommerville: 
Q. Selling their cigars to whom?—A. They do not make cigarettes, that 
was tobacco—one box of cigars, Imperial lines, at wholesale list price. 


By Mr. Young: 
Q. You did not finish your sentence in the answer you gave a moment 
ago. You said, as far as policy goes I think they exercise; what were you 
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going to say there?—-A. While they exercise—I would say they exercise certain 
methods by which they get cooperation for the sale of their cigars on account 
of them having the privilege of buying their cigarettes and tobacco direct. 

Q. Do you think that?—A. Yes. 


By Mr. Edwards: 


Q. Really, I may be stupid, but I cannot see how they object to that 
merchandising practice. If the Imperial or your company wish to sell so many 
cigarettes to a dealer and they arrange, now we will sell you so many cigarettes 
at a certain price; that is a merchandising practice, and I do not see where this 
committee has anything to do with it?——A. Possibly. 

Q. There may be a question as to whether it is good practice or not? 


By Mr. Senn: 

Q. Mr. Hughes, could you inform the committee as to the percentage of 
the retail business you enjoy in Canada?—A. What—percentage of retail 
business? 

Q. Yes?—-A. Oh, I haven’t even a rough idea; very small. 

The CuatRMAN: You are speaking individually. 

Mr. Senn: I mean, of your company. 

The WITNESS: Yes. 


By Mr. Senn: 


Q. Would you say that your share of the advertising is smaller than your 
share of the retail trade?—A. No, I would think that our percentage of adver- 
tising was higher than our percentage of sales. 


Mr. Facror: That is where the point comes in, you say that the Imperial 
say that because they have 70 per cent of the business, they should have at 
least 70 to 80 per cent of the advertising. . 


By Mr, Senn: 


Q. Does he say that he is getting a larger proportion of advertising than 
his trade amounts to?—A. No, no, that is not what I wish to convey; what I 
wish to convey is this—that our company spends on advertising a larger per- 
centage in relation to total expenditure of the advertising on tobacco alone in 
Canada than on the window end—actual sales in relation to total consumption 
in Canada. 

Q. You really did not answer the question I had in mind, Is the proportion 
of your advertising out of the whole of the advertising done in the tobacco busi- 
ness lower than the percentage of your retail trade?—A. I just don’t get that. 
Do you mean the proportion that we get from the retailer? 

Mr. Youne: Your actual advertising. 

Mr. SOMMERVILLE: You mean, displays in stores. 

Mr. Senn: Yes. 


The Witness: Referring to displays in stores. 


By Mr. Sommerville: 


Q. What relation has the amount of display that you get in the stores to 
the volume of your business, the percentage relationship?—A. I would say that 
the percentage of display that we get in the store is much smaller than the 
volume of business we get in comparison to total sales. 

Q. The point is, why should the retailer be under any obligation at all to 
make displays except as it suits himself?—A. He should not, that should be his 
privilege. 
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By Mr. Edwards: 


Q. Unless it can be proven, Mr. Hughes, that some illegal practices are 
resorted to, or some pressure applied on these dealers to have them exclude the 
other person, where do you enter into the picture at all?—A. That is just what 
we are trying to prove, that such measures are exercised. 


By Mr. Sommerville: 
Q@. Have you anything further, Mr. Hughes, in your answer to Mr. Spafford? 
—A. Reference was made yesterday again to the question of price cutting. To 
be quite frank I am perfectly willing to give credit to the Imperial Tobacco 


- Company for doing their share in the maintenance of prices; but I would like 


to go on record that the independents have done their share. 
Q. Yes, I understand. We have that very clear?—A. I would like to stress 


it still further. It was brought out by Mr. Spafford yesterday that probably 


our efforts did not count, but I think that is a little bit exaggerated, because if 
any independent manufacturer would hear about it immediately if he allowed 
his goods to be sold at a cut price. I have evidence of cases which happened in 
the past that the Imperial would allow their goods to be sold at a cut price to 
compete against us. I would like to make reference to Dan Peace of Hamilton, 


-where such a thing occurred. 


By Mr. Young: 
Q. Tell us what happened there?—A. He was selling an independent manu- 


- facturer’s line at cut prices and they started—I have not got the exact details, 


= Yes 


it happened some time ago; as a matter of fact I do not say he was buying from 
Imperial direct, but something like that; and they started a price war there on 
that account. 

Q. Who started to cut the price; did the Imperial man cut the price?—A. 


Q. Tell me, what is the matter with that?—A. There is probably nothing 
the matter with that, I am not objecting to it. It probably was a good method 
to stop price cutting. What I am trying to put out is this, that their contention 
that they were instrumental wholly in the maintenance of price is not right, 
that we have done our share. I am not objecting to their policy of stopping 
price cutting, that is not the point. 


By Mr. Sommerville: 

— Q. Now, Mr. Hughes, what other point have you?—A. It was also mentioned 
yesterday by Mr. Spafford that the only way by which they could keep main- 
tenance of prices amongst indirect buyers was by these disciplinary methods 
that they exercised. I do not think that that is a correct statement, because it 
is well known that no indirect buyer could cut his prices; the jobber from whom 
he buys his supply—he would have his supplies cut off if he continues to sell 
that price cutter; so that there is control over prices in the case of the indirect 
buyer without any disciplinary method from any manufacturer. 


By Mr. Young: 

Q. When you speak of price cutting, does that include price reduction?— 
A. By price reductions, you mean reductions made by the manufacturer himself 
in the retail price of his merchandise. 

Q. Yes?—A. No. 

Q. When you speak of price maintenance, you mean keeping to the uniform 
price stipulated by the’ manufacturer to the dealer?—A. That the goods be 
sold at the price set by the manufacturer for a particular line of merchandise. 


By Mr. Ilsley: 


Q. To the consumer?—A. To the consumer. 
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By Mr. Factor: 


Q. How could the retailer afford to cut the price on a 20 packet of cigar- 
ettes when he only makes the small percentage he does?—A. That is the 
problem. We had trouble in Montreal a short while ago where they were 
giving away additional premium cards secured from private sources. They 
would give away a whole series of cards for which they paid 15 cents to an 
individual, and they would do that on a one dollar sale—that would be 15 per 
cent of their selling price. I do not know how some dealers could do it when 
they buy from the jobbers to sell on a 13 per cent basis. They were actually 
losing 2 per cent. How they could do it I do not know, it is beyond me. 


By the Chairman: 
Q. It is the same principle as the loss leader?—A. Yes, a loss leader on 
cigarettes; and it is principally loss. 
Mr. Facror: I do not think so, Mr. Chairman, it is rather a struggle for 
existence. 


The Wirness: They were actually losing 2 per cent. How they do it I 
do not know. That is beyond my ken. 


Mr. SomMErvitue: It is just another case of loss leaders. 
Mr. Facror: It is rather a struggle for existence in business. 


By the Chairman: 


@. Is there anything further, Mr. Hughes?—A. Just one or two small 
matters. A request was made yesterday by Mr. Spafford that he be given the 
names of the special complaints that had been made before the committee so 
that he could investigate them. Well, as mentioned before, we would prefer 
not to have these names passed on because we really do care for the consequences, 
and besides that we do not see that it is going to serve any useful purpose. 
We have only tried to lay before the committee special examples of what is 
being carried on, in the hope that that condition might be rectified, and for 
the information of the committee I might say that there are many more 
similar cases that we have not laid before you. 

@. Do you repeat your former evidence, Mr. Hughes, that this practice is 
a matter of general knowledge throughout Canada?—A. I do. 

@. You are emphatic on that?—A. Yes, sir. 


Mr. Youne: Here is a complaint that has been before us for two weeks 
accused of all kinds of malpractices, and they have been denied the right to 
have a lawyer speak for them. They have submitted evidence that if these 
practices are carried on to any extent, or at all, they are willing to correct them. 
They have asked to have the names of those who have made the complaints 
so that they may investigate them, but that information has been refused them 
and we say: No, you are guilty, we will not tell you when you did this thing, 
Wwe are going to condemn you now. . 

The CuamrMan: We have not said anything of the kind. 


Mr. Youne: We are accepting the evidence of men who refused to put 
their names to the charge. — 


The Cuairman: We are listening to their evidence, nobody has been accused 
up to the moment; we are simply listening to their evidence. 

Mr. Youne: I do not care how rich those men are or how bad they are, 
I do not think they are getting a fair deal. 

Mr. Epwarps: That may be your opinion. 

The Cuamrman: What have you got to say? 


Mr. Youne: I think we should have the names of the men who are making 
these complaints. 
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The CHAIRMAN: We have them here, all of them. 

Mr. Youne: And a company should be given a chance to answer these 
men. 
The CHAIRMAN: We have them all here, and the committee will decide on 
what they are going to do with them. 


The Witness: In which case we will have to supplement that file with a 
whole lot more. 


By Mr. Ilsley: 


Q. What objection have you?—A. Personally I have no objection whatever, 
but a lot of this evidence has been given to us in good faith by certain dealers 
who are really fearful. Mr. Factor mentioned himself yesterday where he person- 
ally tried to get two dealers here to give evidence and they would not do so. 

Mr. Iustny: If the dealers themselves would consent to have their letters 
submitted to the Imperial then we ought to do that much to supply the Imperial 
with definite charges. I do not see what objection you can have to that. 

The Witness: Personally I have no objection at all. I just have in mind 
the interests of the dealers themselves. 


By Mr. Sommerville: 


Q. You simply bring the matter to the attention of the committee through 
having the matter brought to your attention by retailers?—A. Yes. 
Q. That is the situation is it not?—A. Yes. ’ 


The CuarrmMan: All right Mr. Hughes, thank you. 


Witness retired. 


A. G. MuNIcH, sworn. 


By Mr. Sommerville: 


Q. Mr. Munich, you had desired to be heard yesterday with respect to 
certain statements that were made. Will you just be good enough to give the 
committee the statement to which you have reference——A. Well, I do not want 
to take up the time of this committee. I have heard what Mr. Hughes has had 
to say, and I can only corroborate most emphatically every statement that I 
have made to this committee as being correct. It is a peculiar situation. Mr. 
Spafford would like to have the names of these individuals who submitted com- 
plaints. I have no objection that that should be the case, but in my own mind— 
if I may be permitted to say so—I am convinced that Mr. Spafford is not 
ignorant of the situation, and cannot be ignorant of that situation, because at 
the meetings that Mr. Spafford referred to that took place in Montreal between 
manufacturers and the Imperial Tobacco Company representative, numerous 
complaints were talked of but always with the excuse: Well, that is not the 
policy of the company. The dealer is absolutely frightened. It is not an 
isolated case; It is, practically speaking, the same with every dealer throughout 
the country. He is afraid that if he does not agree to display the merchandise 
of the Imperial Tobacco Company, and if he attempts to show evidence of 
supporting the independent manufacturers, he will be retaliated against by being 
struck off the list. 


By Mr. Ilsley: 
Q. You told us all that—A. Yes, it is only a repetition of what I have 
said. 
Q. Do not repeat, just rebute, if I may be permitted to suggest.—A. Well, 
that is about all I can say on this situation. 
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By Mr. Sommerville: 


Q. As the result of your own experience?—A. Exactly. 

Q. And in particular in your desire to endeavour to introduce your pro- 
duct?—A. Exactly. 

Q. Your cigarettes, tobacco, and cigars?—A. Exactly. 

Q. In not only your own province but the Dominion?—A. The Dominion 
from coast to coast. 


Mr. Facror: Mr. Chairman, there is a suggestion I have to make. I do not 
know whether it will meet with the approval of the committee or not. Mr. 
Spafford told us that he had a book full of complaints in reference to this 
practice. I was wondering whether he could put before the committee privately 
all these complaints, and if he did then we might get somewhere. 


The CuHatrmMan: The committee might independently check up both sides 
of the question. 


Mr. Factor: That is what I mean. 


The CHAIRMAN: We are not concerned in a dispute between manufacturers, 
but we are concerned in general with the practice in the merchandising of goods 
which might affect the system, shall I say, of distribution in the country as a 
whole, and that is the only application to the committee’s order of reference 
that we should keep in mind. But my view is this—and we will discuss it in 
executive session before very long—that the committee itself should have a cross- 
check on some of this evidence rather than dragging people in here who do not 
wish to give names. 


Mr. Facror: We can appoint an independent investigator to go through 
the complaints on both sides and satisfy ourselves. 


The CHAIRMAN: We will take that into consideration. 


The Witness: Well, it is exactly the same with us. I do not want the 
committee to think for a minute that we are in any way unfriendly with the 
Imperial Tobacco Company as an organization. On the contrary, we have no 
objection at all to any of their methods of merchandising. We are just as 
interested as they are in a proper and regulated merchandising method that may 
be necessary in the trade. 


By Mr. Ilsley: 


Q. You mean price maintenance?—-A. Yes. We are thoroughly in accord 
with that, but what we are here for to-day is to try and impress upon the com- 
mittee the practice as Mr. Stevens has just now mentioned. It is the practice, 
the method of placing the merchandise in the hands of the dealers to the 
detriment of the independent manufacturers. That is exactly the situation. 


Witness retired. 


The CuatrMaANn: Is that all? 
Mr. SoMMERVILLE: That is all at this stage with reference to that inquiry. 


The Cuatrman: This morning we had called for 11 o’clock the growers, 
and also the canneries trade were notified to be present. Who is the first witness? 


Mr. SomMErVILLE: In order that the committee may have before them the 
subject of the inquiry into the Fruit and Vegetable Growers’ situation, I shall 
read the resolution that was forwarded to the committee by letter of March 2, 
1934, from the Ontario Growers’ Markets Council, as follows:— 
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The Hon. H. H. ST&vENs, 
Chairman, 
Parliamentary Committee on Mass Buying, 
Ottawa, Ont. 


Dear Sir,—At a joint meeting of the executive of the Ontario Fruit 
Growers’ Association, the Ontario Vegetable Growers’ Association, a 
Provincial Committee of Canning Crops Growers, the Niagara Peninsula 
Fruit Growers’ Association, and the Ontario Growers’ Markets Council, 
held in Toronto on Wednesday, February 28, the following resolution 
was unanimously adopted:— 

“That it is the opinion of this representative body of growers that the 
Hon. H. H. Stevens be requested to proceed with an investigation of the 
Canning Industry from the cost of production, sale of raw product, chain 
buying, large wholesale groceries and departmental stores, and all method 
pertaining thereto and spread and profit in relation to that of the primary 
producer, the labour conditions pertaining thereto, quality and quantity 
of the product contained therein.” 


Following that resolution, notice was given to the representatives of these 
bodies and they are here to-day to present their case. 


M. M. Rosinson, sworn. 


By Mr. Sommerville: 


Q. Mr. Robinson, you represent the growers?—A. Chairman of the Ontario 
Growers’ Markets Council. 

Q. And you have prepared a brief?—A. Yes. 

Q. All right, Mr. Robinson?—A. Mr. Chairman, we are presenting a brief 
on the relationship of canners, jam manufacturers, chain store system and some 
fertilizer companies to the fruit and vegetable industry of Ontario. This case 
is presented by the Ontario Growers’ Markets Council and deals only with the 
situation as found to exist in Ontario. 

The brief is a bit lengthy, but the subject is a wide one and, I might say, 
the brief is compiled from the evidence submitted by the growers. It is my 
object to present the brief, and we have growers here who will be prepared 
to support it. 

Q. Associated with you?—A. Yes, sir. 


We appear before you for the purpose of outlining certain abuses which 
have crept into the distribution of the fruit and vegetable crops of the Province 
of Ontario. To-day the plight of the market gardener and horticulturist is 
serious. Unquestionably some of the conditions encountered are due to general 
business conditions—to this period which His Excellency the Governor General 
has aptly termed “a period of economic restrictions.” On the other hand 
many of the difficulties can be traced to the manner in which distribution is 
disturbed by certain organizations such as the chain stores and the manufac- 
turers of canned goods and of jams. These people have been directly respon- 
sible for a policy of bearing down on prices of primary products until they 
have at last succeeded in placing the fruit and vegetable industry in jeopardy. 


In addition, we propose to show how the grower—long a determined 
exponent of the principle of rugged individualism—is ground between two forces, 
for at the other end is to be found a series of business combinations controlling 
such necessities as fertilizers and baskets or containers, and setting up a price 
structure which removes the competitive spirit from the sale of such articles 
to the producers. 
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No farmer finds particular fault with any business combination which 
seeks to market its products at a profit, but he does find fault when the practices 
indulged in prove a load to the producer and are maintained at the latter’s 
expense. Our contention is that the primary producer is entitled to a chance 
to live and if, because of his unorganized state, he is unable to combat certain 
conditions, he is justified in turning to the government for assistance, even 
though such assistance may of very necessity have to take the form of govern- 
ment interference with business. It is because of the difficulties now being 
encountered that the producers sought the introduction of legislation paving 
the way for controlled marketing of primary products with price-fixing powers 
in the hands of the farmers. 

One other point might be mentioned. Some people profess, in all these 
conferences having to do with the price of primary products, to be interested 
in the welfare of the consumer. That is very fine. We believe, however, these 
gentlemen will hold with us when we state that the consuming public, and 
when we use that phrase we mean—as do nearly all others—the urban population, 
has come to a full realization that the urbanite’s welfare is bound up in that 
of the ruralite and that until the farmer is re-established there is little oppor- 
tunity of the shadow around the corner developing into anything tangible. We 
also believe the residents of city and town are alive to the need for fair prices — 
for farm products and are willing to pay such prices. 

Then, there is another angle. Who constitutes the consuming public? 
Would not an examination of the situation develop the fact that the farmer 
is a consumer just as much as the people of our cities or towns? Few people 
have any realization of the consuming power of the gardener or fruit grower. 
Only two weeks ago I visited a truck farm in the city of Ottawa, within the 
city limits, where sixty men were at work—a farm of 38 acres requiring receipts 
of $50,000 to pay operating costs. Surely the operators of that farm are con- 
sumers, and surely a business of that size is entitled to seek protection against 
the business groups who have set themselves up to seize all the cream and the 
best part of the milk. 

For the purpose of keeping within the nature of this inquiry, we propose 
to confine our brief to three activities: — 

1. Practices of canning companies and jam manufacturers; 

2. Chain Store methods as they affect our industry; 

3. The set-up maintained by the fertilizer companies. 


Other phases could be introduced but we believe any action crimping the 
style of these manipulators would serve as a salutory warning to others and 
lead them into ways more wholesome. 

The plight of the industry can be charged against two major evils. First, 
a collective and organized effort on the part of canners, processors, distributors, 
and chain stores to chisel down the price of our product. Secondly, collective 
and organized effort on the part of those who sell to the grower those materials 
which enter into the science of production. In all these operations there is to 
be found a pious indifference to the plight of the grower. This is best exam- 
plified by the alleged statement of a general manager of a canning company 
who informed some growers that the stock manipulator or company promoter 
who heads the company had issued orders that the corporation had to show a 
profit of a million dollars for the year. 


By Mr. Kennedy (Peace River): 


Q. Who was that?—A. I believe it was the head of the Canadian Canners? 
Q. Who made that statement?—A. My information is Mr. Drynan. 
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Dealing with the canning situation first, it is possibly advisable to empha- 
size one or two difficulties faced by the canners, difficulties which unquestion- 
ably enter into their methods of operation. Recently the cost accountant of 
Associated Quality Canners Limited, in an article in a trade journal, charged 
that many canning companies did not know how to maintain proper cost sheets 
and that until costs of production were definitely established and sales prices 
set up on a basis of true costs, chaos would continue to result. He then went 
on to say: “How long is the price war between canners and the knuckling down 
to large buying interests to continue? This could all be stopped in Canada by 
the concerted action on the part of four or five banks. These banks control the 
funds of the canning industry and could insist upon standardized costs being 
made and selling price in keeping with those costs maintained, and could refuse 
a line of credit to packers not conforming to the laid down code. 

Here we have a frank admission of a price war and of the influence of 
“large buying interests’. 

Recently two conferences of Ontario canners and growers were held in an 
effort to reach an equitable price for tomatoes. These conferences emphasized 
the fact that 53 canning companies are operating in Ontario at the moment. 
Imagine the fun “the large buying interests” must be having with the 53? These 
conferences also brought out the contention of the canners that they could pay 
more for tomatoes if certain things were done. They unfolded a story of the 
competition now developing from Quebec and presented the following resolu- 
tion :— 

“That notwithstanding that the canners of Ontario have already made 
firm contracts for practically all the tomatoes required from the crop of 1934 
at prices ranging from 25 cents to 274 cents per bushel and can secure a much 
larger acreage on the same basis than it is possible for the Ontario canneries 
to properly market, yet it is fully realized that something should be done to 
increase prices to the growers, and we accordingly urge that a joint committee 
of canners and growers be appointed to meet the Minister of Agriculture and 
point out the need of joint action by the province of Ontario and the province 
of Quebec to regulate planted acreage, and likewise joint action in both provinces 
to establish a uniform scale of wages in the canneries of both provinces, as 
otherwise the canneries of Ontario would have to close up through inability to 
compete with the canneries of Quebec. 

It is further urged that the Minister of the respective provinces bring to 
the attention of the Federal Government the need of increasing the British 
preference on tomato products from 10 per cent to 20 per cent.” 


Mr. Inustxy: They could enforce a combine, that is what that means? 


The Witness: That is his contention. Here we have a practical admis- 
sion of a price war. 

Mr. SOMMERVILLE: And you growers are the victims? 

The Witness: Yes; and it works around to us and we pay for all these 
price wars. 

Unquestionably the development of a canning industry in the province of 
Quebec will be a given factor in the situation. Our contention is that the can- 
ners will bring that in themselves. 

“We believe there is truth in what the canners claim in this regard. Sup- 
port of this is to be found in British Columbia, where tomato growers are facing 
the same grave crisis as the Ontario producers. In this regard may we quote 
from Country Life in B.C., the official organ of the growers of that province:— 

“Tomato growers of British Columbia are facing a grave crisis. So are the 
canners of this province. So are the growers and canners of Ontario. Why? 
Because Quebec has taken to growing and canning tomatoes and because of the 
low costs of labour in that province and the willingness of the people there to 
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work long hours for starvation wages. Quebec canners can lay down their 
prices that are below the actual cost of producing and processing in British 
Columbia. 

It is a difficult situation and it is becoming more difficult because Quebec 
is increasing its tomato production and its canning output. 

Ten years ago Quebec packed 25,000 cases. Last year Quebec packed 
1,000,000 cases. 

I might say I am quoting from a British Columbia publication. I do 
not altogether agree with some of those figures. 

Last year 4,000 canning licences were issued in Quebec. This year more 
will be issued and next year there will be still more. 

A juggernaut of commerce has been created in Quebec and it is rolling 
over and flattening out the growing and canning industries of British Columbia 
and Ontario. 

In Quebec the companies lease canning equipment to families. The families 
are large and everyone works. Neither wages nor sales tax have to be paid. 

If a similar condition existed in Ontario and Quebec, crisis would not exist. 
But a wage standard does exist in these provinces, also a standard of living 
obtains. These standards will be maintained unless a general economic crash 
occurs. 

The Quebec wage scale, where it can be figured out, runs about $1 for 14 
hours a day, or about seven cents an hour. 

Ontario’s scale is 18 to 22 cents an hour for an 8-hour day. 

British Columbia tops the list with 30 cents an hour for an 8-hour day. 

As a problem in mathematics, how can 30 cents an hour compete with 7 
cents an hour or even with 22 cents an hour? 

. Quebec ships by the all water route to Vancouver at no more than it 
costs to ship from Kelowna to Vancouver, which is about one-twentieth the 
distance. 

So concerned are the growers and shippers of Ontario over the menace of 
Quebec that they are co-operating in an examination into what can be done 
about it. 

Ontario growers, forced through the competition from Quebec, to sell at less 
than cost of production, are agitating for a uniform basis of payment, a code 
and the licensing of canners throughout the Dominion. 

Mr. Youne: How much cheaper do Quebec tomatoes sell than British 
Columbia? 

The Witness: I cannot give you those facts, sir. They will have to be 
brought out by other witnesses. 


By the Chairman: 


Q. I understand what you are referring to is a quotation. Is that what 
might be called a family canning practice?—A. Not altogether. 

Q. You mentioned 4,000?—A. What I am trying to bring out is that the 
canners in a recent conference contended that one of the reasons for the low 
prices being paid in Ontario was the competition from Quebec, and their argu- 
ment was that they could not meet this competition in some districts because 
of the cheap article that is produced in Quebec. 


By Mr. Sommerville: 


Q. When you are referring to 4,000 you mean licences?-—A. Home canners. 
_ Q. You are referring to licences that are issued to families or homes to can 
the products of their farms?—A. Yes. 
(. And these home licences which occur again, I have no doubt, in your 
brief are developing very rapidly?—A. Yes. 
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Q. Both in Quebec and in Ontario?—A. And Ontario. 

Q. And in order that we may have the system before us at this time prob- 
ably you can tell us just what the system is under which the home canners 
operate?—A. I will have to leave that to one of the tomato men. I am not 
familiar enough with all the details. 

Q. Generally speaking, somebody either sells or leases a machine to the 
family and also supplies them with cans and boxes?—-A. Yes. 

Q. And the family put up the canned goods, complete them and then hand 
them over to the agency that has supplied them with the machinery and cans 
for sale?—A. Correct. 

Q. And they receive a certain guaranteed price?—A. I believe that the 
growers’ contention is that the development of the home canning practice 
has been due almost entirely to the low prices paid by the canning factories 
for tomatoes. 

Q. It is a development due to the fact that the canning factories have not 
paid sufficient for the tomatoes and the farmer has been forced to put them 
up himself in his own home?—A. Correct. 

. Q. And this has created one of the conditions to which reference is made 
ere. 

Mr. Youne: What label is put on these cans? 

The Wrrness: In the eastern counties I believe it is the label of the 
selling agency for the home canner. 

Mr. Youne: You do not know who makes the label for the farmer. 


By Mr. Sommerville: 

Q. The label of the farmer is not on it. I understand the label put on is 
the label of the chain store, the label of the large distributor, and the same 
label goes on the product of probably 100 or 300 homes. 

Mr. Instey: When did this practice begin? 

The Wirness: Oh, it is some years back now. 

Mr. Instey: How many years? 

The Wirngss: I could not tell you. 

Mr. Senn: It has been gradually increasing? 

The Wirness: Yes. It has increased quite rapidly now in the eastern 
counties of Ontario, but it has developed to a large extent in Quebec. 

The CuarrmMan: All right. Proceed. 

The Wirnsss: “We present this side of the canning picture before dealing 
with other features of the situation because it is given by the canners as the 
main reason for failure to pay a fair price for the primary products put in 
their cans. Without doubt events in Quebec are destined to create further con- 
fusion unless the efforts to get together on wage minimums are successful. At 
the moment the minister of agriculture for Ontario is waiting word from Quebec 
as to the possibility of a conference with the Federal minister of agriculture 
and the minister of Quebec.” 

Mr. Senn: Are all classes of canned goods being put up in this way? 

The Witness: No, it is confined largely to tomatoes, peas, corn and beans, 
I think—about four articles. 

Certainly the growers of Ontario are keen to have the truth brought out. 
They know some Ontario canning companies are paying wretched wages. We 
know the Ontario fair wage officers were called, last summer, into one plant 
in Ontario and we know that in that same plant a man worked 82 hours straight 
at 20 cents an hour and was discharged for falling asleep. 
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By Mr. Sommerville: 

Q. Did he work straight ahead for 32 hours?—A. Yes. ‘The largest of 
the Ontario companies will not admit that mass buying has anything to do 
with the conditions prevailing in that company’s plants nor will it admit, in 
conference with growers, that the company is making money. The growers find — 
it difficult to reconcile the facts. In these conferences we are told that a large 
part of the 1933 pack remains in the warehouses yet we learn that tremendous 
quantities of canned tomato products found ready sale in‘Britain and that one 
very large company shipped 450,000 cases of catsup to England last year and 
was forced to purchase from another company when their own supplies had 
been exhausted. And this company is building a very large addition to their 
plant at the present time. Examination of the situation presents facts and 
figures which do not jibe. All that we can do is give you a general survey and 
leave the baby on your doorstep with the thought that something will be done 
about it. 

Beyond doubt the time has come for a recognition of our claim that all 
canning companies should be forced to provide the government, in confidence, 
with the nature and the extent of the carryover of each year’s pack. If this 
were done the growers would be able to prove the yearly claim, made in all 
price negotiations, that there is a large supply on hand. This year the canners 
contend they have on hand a large supply of tomato products. The growers, 
frankly, refuse to believe it. They were told the same yarn a year ago and 
yet last fall witnessed the most frenzied rush for tomatoes in the memory of 
any native.” 

Mr. Senn: Did the price go up? 

The Witness: No, the price did not go up as it did in some districts. 

Mr. Epwarps: There were whole districts where tomatoes were left on the 
field; they did not harvest them. 

The Witness: Not last year. 

Mr. Epwarps: The year before. 

The Witness: Yes. I touch on that later. 


By Mr. Sommerville: 

Q. Do you deal with that later in the brief—with the question of the 
prices—the rapid advance in prices after the contracts had been completed?—A. 
I know that in the Leamington area when some of the companies entered there 
in an effort to pick up tomatoes that the prices did jump, I think, at the finish 
a total of 10 cents a bushel from companies bidding against each other. Heintz 
had contracts, and in spite of the fact that their contract called for a given 
price, before they were through they of their own accord had raised the price 
in order to meet the competition from the buyers from the Toronto factory. 
So that the grower did benefit last year as a result of drought conditions. 

Q@. Your statement, however, is just in support of the argument that the 
canners told you before that they had large quantities on hand?—A. What we 
tried to bring out is that every year in price negotiations we are told the same 
story: there is a large carry-over, and our contention is that if the government 
have the information in confidence we could go to the government and not 
secure the individual figures of any one company, but we could check their 
contention that they have a large carry-over. I believe in connection with 
the carry-over that it is the policy of one or two companies to keep a con- 
siderable supply on hand to protect them against the possibility of a short 
crop the following season, and that may always be the carry-over that they 
refer to. I think that information, sir, is quite desirable. 


PRICE SPREADS AND MASS BUYING 1943 


The Cuarrman: It is a question, I may say, that has been exercising the 
Bureau of Statistics for some time. I think, possibly, the committee might 
hear from Dr. Coats on this subject a little later. There is no secret about it; 
it is quite a controversial point. The canners, no doubt, will give their views, 
and I think that we had better hear Dr. Coats later on. In the meantime, I 
will suggest that the committee take particular note of this observation by the 
growers’ representative. 


By Mr, Ilsley: 

Q. What is it they say they carry over?—A. We were negotiating the 
past two or three weeks for asparagus. They contend they have a large pack 
and because there is a large pack on hand ‘“ We cannot pay the price.” If it 
is tomatoes, “We cannot pay the price; we have a large pack, a large carry- 
over.” 

Q. Of what?—A. Of the product—canned goods. 

The Cuatrman: And the canners strongly object to disclosing what their 
stock is at any given time? 

The Witness: I believe their argument is that one company does not want 
to disclose to the other company what their stock on hand is. 

The CHAIRMAN: That is not necessary; it is all in confidence. 

The Witness: We do not ask for that. 

“The production of tomatoes for canning factory purposes under con- 
ditions of contract now offered by many canning companies is most unsatis- 
factory, and is resulting in a very depressed financial condition of the men 
engaged, to any extensive degree, in this work. The contract price is entirely 
too low. Average cost for the production of tomatoes in the province of 
Ontario, worked out by growers representative of Niagara, Central and Eastern 
Ontario districts, is as follows:—” 

I believe this scale of prices is worked out on land costing $100 an acre 
which, we figure, is the lowest price you can consider land of this sort at. 

‘aRentaot, landste 4; wtite avisad: eo HOU 
Plants, 3,000 at $5 per fl 000. day O71 Sabie" 


You may not know that the sie is for the canning companies to raise 
plants and sell them to the growers. 


eer 76 sO OUNC 6 a iis ike Giese tay EEO 
Manure, 12 (POLAT N ES 9 IAG ae ae eg Gehan ra. 
Ploughing and preparing the soil. . naayoras 8 00 
Dropping fertilizer and ec aa 2.25 3 75 
Criltiatineeiiveriimes..).. | 5 erent, aes y 4 05 5 55 
Hoenig oy, 3 00 5 00 
Picking 200 bushels ‘at Be, per bushel... 10 00 
Hauling 200 bushels at 4c. per bushel.. 8 00 


$86 10 $92 70 
Peveravonmr. wile. tas $89 35” 


Mr. Senn: Is that a fair average of production? 

The Witness: They are the best statistics we can get, Mr. Senn. They are 
to the effect that the average production in the province of Ontario is 200 
bushels. And there is another factor in it; it seems to be a general practice for 
canning companies to take not more than 200 bushels to the acre from the 
growers. 
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By Mr. Sommerville: 

Q. Uusually their contract provides that they will buy at a certain price the 
product of that farm in tomatoes at the rate of 175 to 200 bushels per acre ?— 
A. At a given price. 

Q. At a given price?—A. Yes. 

Q. You have taken the figure 200?—A. We have taken 200. This is the 
basis of a two hundred bushel delivery which is about average for these districts. 
It does not allow of return for management nor does it allow for any margin of 

rofit. 
: Now, the price to-day is 274 cents, and you can readily see that on a 200 
bushel delivery at 274 cents the grower cannot reach his $86.10. 

Mr. Youne: What do you do with the grower who gets 300 bushels to the 
acre? 

The Wrrness: I refer to that a little later. 


By Mr. Sommerville: 
Q. At the present time 200 bushels to the acre at 274 cents will produce 
how many dollars?—A. $54. 
Q. $55 an acre for his tomatoes?—A. Yes. 
Q. In other words, that is $44.35 short?—A. No, $31. 
Q. That is $31 per acre short of the average cost of production?—A. On a 
200 bushel delivery. 


By Mr. Kennedy (Peace River): 


Q. What I want to know is how you manage to carry on at all. Suppose 
you strike out the rent of the land?—A. I do not know how he carries on. I 
do not grow tomatoes for canners. I would not grow them. 

Q. They must be going behind—A. They are going behind. I think our 
story will show why they do it, later on. 


By Mr. Young: 


Q. Mr. Robinson, can you tell me where land that you lose money on is 
worth $100 an acre? 


Mr. Epwarps: You go down in that district and try to buy it. 


The Wirness: I am operating a $1,000 an acre farm. That is what it cost 
me. 
By Mr. Kennedy (Peace River): 


Q. You would not break even if you struck out the land value?—A. No. 
These costs are absolutely worked out. I mean, they are fair costs. 


» By Mr. Sommerville: 


Q. Will you continue?—A. Yes. Canners apparently recognized that produc- 
tion costs vary in different parts of the province, and contracts offered vary in 
price according to locality, and the disposition of the canners. Growers have 
been forced to contract for prices varying from 44 cents to as low as 22 cents 
per bushel (60 pounds) of tomatoes. The growers’ contention of an equitable 
price according to production zones (zones established on the basis of cost of 
production, considering investment, rates for labour, taxes, etc., follows. This is 
the contention we have set up:— 

: sae No. 1—Kent, Essex, Lambton, and Elgin, flat rate of 35 cents per 
ushel. 

Zone No. 2.—Counties of Norfolk, Oxford, Brant, Wellington, flat rate of 
35 cents per bushel. 

Zone No. 3.—Counties of Wentworth, Halton, Lincoln, Welland, Haldimand, 
flat rate of 45 cents per bushel. 
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Zone No. 4.—Toronto district, including Peel, York, flat rate of 50 cents 
per bushel. 

Zone No. 5.—Counties of Ontario, Durham, Northumberland, Prince 
Edward, flat rate of 35 cents per bushel. 


By Mr. Young: 
Q. Why this difference?—A. Land values, largely one factor; taxes. 


By Mr. Sommerville: 


Q. Labour?—A. Labour costs. Operating in the Toronto district, your over- 
head is much heavier than it would be in Northumberland or Norfolk. 


By Mr. Senn: 
Q. How do these prices compare with the retail prices of tomatoes, gener- 
ally? 
The CHatRMAN: Fresh tomatoes? 


By Mr. Senn: 

Q. Yes, fresh tomatoes?—A. Oh, they are much lower. 

Q. They are much lower than the retail price?—A. Yes. You are talking 
of the basket business? 

Q. Yes?—A. Yes, much lower. We are very happy with basket conditions. 
The lowest I have got in several years is 20 cents a basket. 

Q. Is that early?—A. Yes. The basket business is over invariably in our 
district before the canning business starts. 

Q. There is a certain amount of retail trade while the bulk of the crop is 
being harvested. How would prices compare there?—A. A certain amount of 
basket trade while—it is being harvested? 

Q. Yes, I suppose small retailers, on the farmers’ markets and through the 
stores?—A. Well, the practice in some districts,—this is where it helps in some 
districts. Take the Burlington area, which is not a heavy canning area of 
tomatoes now, where we produce tomatoes for the wholesale trade, for the 
consumer direct, and we grow early tomatoes, specialize on them. We basket 
them; and possibly at the end of the season after the basket trade is pretty 
well finished, and we are in competition with what we call the back country 
producers, the canners may come along, as they did last year, and clean off our 
_ patches at a very cheap rate. The grower who sells on that basis, figures what 
he takes at the end of the season is to the good. 
| Q. Do you think it is a good practice?—aA. No, I don’t think it should be 
permitted. 

Q. It must depress prices?—A. It does; but he has got his crop off. 


By Mr. Sommerville: 

Q. Generally speaking, with the canner contracts, the farmer does not 
engage in the basket business?—A. The districts I am talking about from the 
standpoint of this brief, like Northumberland, Prince Edward and Norfolk are. 
straight canning crop propositions. 

Q. Not a basket crop?—A. No. 


By Mr. Senn: 
Q. They are not allowed?—A. They are allowed. They are not early 
enough. But they don’t do it. 


By Mr. Factor: 

Q. Zones 1, 2 and 5 at 35 cents a bushel for 200 bushels only gives $70. 
That is not even the cost of production according to your table at the top of the 
page?—A. This part of the brief has been worked out from the growers, one in 
each county, and they have done it in an effort to meet the competition from 

the other side. 
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By Mr. Sommerville: 

Q. That is this 35 cents is a compromise price?—A. Yes. These growers in 
Norfolk, Northumberland and Prince Edward counties claim that if they can 
vet 35 cents a bushel, if they deliver all their output per acre, they can make 
money. 

6. They can produce more than 200 bushels?—A. Yes, they can produce 
more. It is possible to produce up to 500 bushels an acre, and some growers do 
deliver 500 bushels an acre to the canners. 

Q. Although the contract may call for only 175 or 200?—A. The thing they 
object to is being held to 200 bushels to the acre. 


By the Charman: 


Q. Is that in all the contracts?—A. I have the contracts here, which I in- 
tend to submit. 


By Mr. Sommerville: 
Q. Generally speaking, there is a restriction in all the contracts?—A. Yes. 


The CuarrMAN: Possibly it will be just as well to file them at this stage, 
if you have them handy. | 


By Mr. Kennedy (Peace River): 
Q. Is 200 bushels about an average yield?—A. No, it is a low yield. 


By Mr. Senn: 

Q. I don’t know whether it is the time to ask this question or not, but if 
the contract is being filed perhaps it is just as well. That contract does not 
bind the canners to take any set amount?—A. No, the canner will shut you 
off any time he wants to. 

Q. Has that been done quite frequently?—A. Yes. 

: Q. I know it is in my own county?—A. I deal with that further in the 
rief. 
By Mr. Young: | - 

Q. What is the object of putting 200 in if he does not have to take it, and 
he can take more if he wants to? What is the object of that?—A. I am not 
familiar enough with that subject. 

Mr. SomMeERVILLE: It means that he limits his obligation. 

Mr. Youne: He has no obligation. 

Mr. SomMMERVILLE: Yes. He limits his obligation, if he wants to. In other 
words, the option works only his way. 

Mr. Youne: But Mr. Robinson just said he does not have to take the 200. 

Mr. SoMMERVILLE: That is perfectly true. There is a clause in most of the 
contracts to the effect that they may stop deliveries at any time and not take 
the 200; but if he continues, he can say that he will not take more than 200, 
and he gives out then to the farmer, a basis for his crop. 

The Wirness: One of the practices is to contract for more than their actual 
needs. 

By Mr. Factor: 

Q. Is not fixing it at 200 rather to limit production to a 200 bushel yield? 

—A. Oh, no. 


By Mr Edwards: 


Q. Do you mean contract or do you mean option?—A. They call it a 
contract. 
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Q. It is not a contract if he is not bound?—A. The grower is bound but the 
canner is not bound. I would like you to read it. 
Q. Head I win, tail you lose. 


By Mr, Ilsley: 

Q. He has to deliver up to 200?—A. Yes; if he is called upon he has got to 
deliver. 

By Mr. Young: 

Q. Suppose he does not grow 200, what does he do then?—A. If he does not 
grow that, it would be a pretty poor outlook. 

The CHAIRMAN: I think we had better take a little time and examine the 
contract, and question him on it later, when we are more familiar with it. Will 
you just proceed with your brief now? 

The Wirness: I might say when it comes time to deal with this, we have 
growers here who are more familiar with it. I am not a canning tomato grower, 
and it is difficult for me. 

These prices are subject to the contract including the stipulation that all 
tomatoes be bought on grade, with a differential for No. 1’s of 74 cents per 
bushel up from the flat rate price, and for No. 2’s of 74 cents per bushel down, 
as for example, zones in the 35-cent flat rate per bushel area, No. 1’s would be 
contracted for at 424 cents per bushel and No. 2’s for 274 cents. It is also 
desired that the Department of Agriculture establish and supervise the 
graders, expenses of grading to be borne half by the growers and _ half 
by the canners. Delivery is to be on the following basis: quantities in 
excess of fifteen bushels per day for each acre contracted, shall not be received 
except by buyer’s request unless at least 65 per cent of the seller’s deliveries are 
No. 1 tomatoes, when the total marketable quantity shall be received. Briefly 
the grower’s request, first, a sufficient price; second, recognition of quality of 
product; third, sufficient delivery to pay growing costs at the contract price. 
Copy of the proposed contract for tomatoes, corn and peas, and a 1934 tomato 
contract are appended. 


By Mr. Ilsley: 

Q. How many grades are there now, just No 1’s and No. 2’s?—A. Yes. 

@. Who grades them, the canners?—-A. The practice has been for the can- 
ners to do the grading. 

Q. Does the government not do grading?—A. Well, they are. They have 
peen working on this same practice of these companies where they put in a gov- 
ernment grader, and the grower and canner pay the cost between them. 

Q. Is there any complaint about the grading that the canners give you? 


Mr. SOMMERVILLE: Oh, yes. 
The WItNEss: Plenty of them. 


By Mr. Sommerville: 

Q. I think the tenor of the complaint is that the contract may be for 274 
cents, and when the tomatoes are delivered somebody says they are only second 
_ grade and they pay 20 cents?—A. Unquestionably the practice is that, in a glut 
year or big crop year, the grading is severe. In a drought year, such as last 
summer, grading is forgotten about. That is absolutely the condition. 


By Mr. Ilsley: 

Q. What basis is the grading on, size?—A. Size, colour. 

Q. The regulations are made by the Department of Agriculture here, are 
they?—-A. No, by the canner, in this contract. It is in the contract. The gov- 
ernment sets the grade for the basket trade, but not for the canning trade. 

Q. Not for the canners?—A. No. 
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- By the Chairman: | » dome dL A 

Q. All right, Mr. Robinson, will you proceed with your brief ?—A. Yes. 

Ganners will argue that they can contract for their supplies on the basis 
of prices mentioned. We submit that in canning factory areas many of the 
growers have become so involved as the result of depressed canning factory 
prices and unsatisfactory conditions under which crops have been received 
by canners, that these growers are forced to accept contracts at prices which 
will not pay production costs. The vicious condition exists wherein canning 
factory contracts are recognized as collateral for the securing of loans from 
banks and in order to secure sufficient capital with which to finance—to buy 
seed, fertilizer, etc. These growers must have a canning factory contract, 
even if at a price which necessitates the giving of labour, the furnishing of 
the fertility of the soil and the possible profits from live stock in order to 
carry on from year to year. 


By Mr. Factor: 


Q. May I interrupt for a moment. Previously you mentioned something 
about the canners growing plants and selling them back to the farmers?— 
A. Yes, that is the seedling plants. 

Q. Where do they do that?—A. In their own hot-beds. They may have 
somebody grow them for them. 


By Mr. Ilsley: 


Q. Why did you refer to that as a vicious condition?—A. It is a vicious 
condition, because a man who is hard up and needs cash money in the spring 
to carry on operations will invariably accept a lower price than the chap who 
has a little money and can fight. 


By the Chatrman: 
Q. Your point is that he cannot get a loan from the bank unless he has a 


contract?—A. Yes; and if he has not any money, and he has to begin to 
operate his farm in the spring— 


By Mr. Sommerville: 


Q. If he has a contract, he can take the contract into the bank and on that 
basis get money, get an advance against that contract?—A. Yes. 


By Mr. Young: 

Q. Do I understand that different farmers have contracts at different rates 
from the canner? The man who is hard up and needs money has to accept a 
poor contract?—A. No, the rates differ very often between areas, but not so 
much within the area. 

Q. How does it hurt him?—A. What? 

Q. If the man who does not need money from the bank gets the same price 
on the contract as the man who does, I don’t see how it hurts him.—A. Simply 
because the man who is hard up, needs ‘cash and needs that contract, to secure 
the cash is naturally in the position where he will accept a lower price than 
the fellow who is independent. In the end, that fellow sets the price. The man 
who sets the price is the man who is hard up. 


By Mr. Sommerville: 
Q. The fellow who is hard up sets the price for the independents?—A. Yes. 


By Mr. Kennedy (Peace River): 


Q. And the first charge against the crop is the bank loan, and not his 
living?—A. Yes. 
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By Mr. Young: 

Q. What would you suggest as a remedy for that?—A. We are going to 

leave that to you. 

, Mr. Epwarps: If we just got that contract, and read that contract, we 
might get an idea of it. | 

hip Mr. Youna: We are dealing with the banker. The banker wants a con- 
tract before he will loan the money, and I want to know what Mr. Robinson 

would suggest instead of that. 

The Witness: I am just a poor farmer. 


a By Mr. Ilsley: 

Q. It comes to this, that the tomato growers are hard up. That is the 
vicious condition you are referring to?—A. They are hard up because they 
_ have been selling produce at ridiculously low prices, largely through disorganized 

conditions. 
| Mr. Iustyy: They are having the same trouble as all the other farmers 
in Canada, and a lot of others. 2 


By Mr. Sommerville: 
| Q. Will you continue?—A. This is the custom to such an extent that it 
is not an uncommon practice for bankers to more or less dictate, to men who 
have loans outstanding, the necessity of having a contract with a canning 
company if they are to secure further recognition with which to carry on for 
another year. 


By Mr. Kennedy (Peace River): 


Q. Has this any bearing or any connection with the former statement that 
banks control some of your factories?—A. We believe that the banks do con- 
trol in the usual way. , 


By Mr. Young: 

Q. In what way is that?—A. Accommodation. 
? Q. You mean they have loaned factories money also?—A. Yes. I think 
_ the farmer is in a rather awkward position. There may be a bank here that 
has made an advance to a canning company, and it is possible that the bank 
_ May be interested in the canning company buying tomatoes at the same low 
price, and they will therefore urge the growers to accept contracts. I don’t 
_ Say it is done, but you can see the possibility. 

@. You don’t mean there is a possibility of the company not being able 

to pay its bank loan unless it gets these contracts at low prices? 


By Mr. Sommerville: 

Q. You are not making that suggestion?—A. No, I am not familiar enough 
with it. 

By Mr. Ilsley: 

Q. What the banks want to know is that the grower is going to sell the 
crop?—A. I think all the bank is interested in, in any case, is getting its 
money back. I don’t think it cares much else. 

The CHarrMAN: All right, Mr. Robinson, will you proceed? 

The Wirness: Yes. Some canning companies are not content with 
paying too low a price for tomatoes, but insist upon the growers also contract- 
ing an acreage of corn and peas if they are to secure a contract for tomatoes. 

The contract prices for corn and pease this year are $8 a ton for corn and $30 
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to $35 a ton for shelled peas. The land used for these crops at that price, pick- 
ing and delivery costs deducted, would show the farmer considerably more 
profit if utilized for the production of livestock; hence growers are forced to 
suffer the further indignity of producing two or three crops at an additional 
sacrifice of labour, soil fertility and food for livestock. 

Crop production under normal conditions of weather, prevalence of disease 
affecting the crops, and attacks of insects, is recognized as hazardous. In the 
production of canning factory crops in addition to these hazards owing to the 


contracts which growers must sign, the additional hazard of restricted delivery 


more or less places every year in the category of a poor crop year. This con- 
dition results from canners contracting sufficient acreage to permit of a full 
pack being put up in a poor crop year. Of necessity, this results in an over 
supply of these contracted crops on a good crop year. When this latter con- 


dition obtains canners refused to accept delivery of more than a small propor-- 


tion of the crop from all but a small percentage of their growers, whose total 


marketable crop is accepted. The men of this group from whom the total yield 


is accepted are commonly referred to as leaders. They are usually efficient 
growers and deliver from 350 bushels up to 500 bushels of tomatoes for each 
acre contracted. As a result of this consideration on the part of the canners, 
they are usually willing to contract each succeeding year and hence the term 
“leader growers”, who influence others into signing contracts at an insufficient 
price. 


By Mr. Sommerville: 


Q. That is, there are two things that you have brought to our attention 
here. First of all, the canners sign up contracts which will take care of any 
possibility of a poor crop?—A. Yes. 

Q. In other words, larger than is necessary?—A. Yes. 

Q. In doing so, they lmit in their contract the amount that they are 
obliged to take to a certain amount per acre?—A. Yes. 

(). For instance, I observe in this contract that has been filed here, Cana- 
dian Canners, Limited, grower’s contract, these words:— 


When in its opinion, the company is unable from any cause to take 
proper care of the produce at its factory for proper canning, the com- 


pany, upon notice to the grower, may limit the delivery of produce to a_ 


quantity per acre per day, which, in its opinion, will allow it to handle 
the produce in such a manner as to take proper care thereof, and the 


company, at its option, shall not be bound to accept from the grower a_ 


quantity in excess of one hundred and seventy-five bushels per acre. 
A. Yes. They can go on and take more. 


Q. If the condition should be that it is a poor crop year and they need 


them?-—A. Yes. 


. But if it is a good crop year, a large quantity being offered, in pursuance ) 


of their contract, they can limit the amount taken?—A. Yes. 


Q. Now, in addition to that, you say there is another feature, the canners 


take what is called the leader grower in a district, and he is a man who has 


the reputation of growing a large crop, and they sign up the contract with © 


this leader grower, whose cost of production is apparently lower because of his 


quantity?—A. No, his cost of production is not lower. He is willing to take 


the price, because he is sure of delivery of his entire output, which puts him on | 


a profit-making basis. 
Q. They will take from him 350 to 500 bushels, eventually?—A. Yes. 


@. And make his contract the basis for signing up others?—A. Make it | 


a factor in setting the price. 


: 


an. 
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By Mr. Young: 


Q. On what basis do they select those leader growers?—A. I cannot tell 
you. 
By Mr. Sommerville: 


Q. I presume it is out of experience of the company?—A. They know who 
they can play with, I guess. 


By Mr. Senn: 


Q. Do the leader growers have a different type of contract?—A. I do 
not think so, no. 

Q. There is a tacit understanding between the leader growers and the com- 
pany that his crop will be fully absorbed?—A. Yes. In 1931 one grower with 
a contract of twenty-one acres of tomatoes was shut off from further delivery 
by the canning company with five thousand bushels of tomatoes left on his 
field, one thousand of which were picked and in crates ready for delivery. 
Another grower with twenty-three acres contracted, had seven thousand bushels 
left on his field, one plot of four acres from which not a single tomato had been 
delivered. 


By Mr. Young: 


Q. How many did he yield?—A. I have not that information. 
Q. You do not know what his yield was?—A. No. Another grower with 
93 acres contracted, had 7,000 bushels left on his field, one plot of four acres 

from which not a single tomato had been delivered. In Northumberland county 
in 1931 one factory closed its doors on the 8th of September. Ordinarily the 
tomato crop is at its best during the last three weeks of September, as to both 
quality and quantity. Many of this company’s growers had practically no 
tomatoes delivered to the factory that fall. Another canning company, in the 
same year, ran a total of ten days during the latter part of August and early 
September. Some of its growers who had contracted up to four-acres were not 
able to deliver a single tomato. 

Q. What was their idea in shutting down after working only ten days? 
Surely they built the factory to run it?—A. I cannot tell you. 

Q. Could they not sell their pack?—A. I can get the information for you 
through the growers from this county, but I cannot give it to you now. 


By Mr. Sommerville: 


Q. Was it that they had obtained enough tomatoes at the time of their 
closing?—A. It may have been a branch factory of a large concern, and they 
decided not to operate that particular factory. T cannot tell you. The tomatoes 
were just coming up to their best grade when the factory was shut down, In- 
stances of farmers having hundreds of bushels held back and spoiled in crates 
due to the factory not taking delivery, can be proven. In a good crop year 
farmers loads of tomatoes have been docked as high as 60 per cent, yet all the 
tomatoes, if left at the canning factory platform were put in cans. In 1931, 
Mr. brought to the canning company, 80 crates of tomatoes. These 
were rejected by the grader at the factory. Mr. asked permission to place 
these tomatoes on the company’s platform and return in the afternoon for the 
purpose of having the grader show him just why this particular load of tomatoes 
should be rejected. Upon his return in the afternoon he found all his crates 
empty and was informed that the tomatoes had been canned. This load had 


not been weighed but he was paid the full price for 80 bushels of tomatoes. 
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By Mr. Factor: ; ay 

@. What point do you make in-that?—A. When they start in’ to reject, an’ 
aggressive grower sometimes can beat them at their game, and force them to 
accept the tomatoes. ! 
@. What do you mean by reject Reject completely?—A. They may not; 
they may decide they have enough tomatoes, or this load is not up to grade, | 
reject them because not up to grade. They will find some reason to reject them, 


By Mr. Kennedy (Winnipeg): 
Q. Is there such a general practice?—A. Yes, quite prevalent. 
Q. In using those excuses in rejecting them?—A. Yes. 


By Mr. Sommerville: | 
Q. Where a canner has A. When he has got sufficient—he thinks he has, 
—he will find plenty of loopholes in which to turn back the loads. | 


By Mr. Kennedy (Winnipeg) : | 
Q. Does he have to resort to that expedient to return them? Can he not 
just refuse them?—A. J question whether he can just refuse them, by the con- 
tract. 
By Mr. Sommerville: | 
Q. He must take up to 175 bushels?—A. There is no doubt he grades — 
severely in good crop years. If there is a plentiful supply of tomatoes, he © 
grades severely, but if he wants tomatoes badly, he forgets about it. _ 


By the Chairman: 
Q. Your complaint is the grading is not done independently, but it is done 
by the canner?—A. In many cases. 


By Mr. Senn: 

Q. As I understand the contract, it provides that before they can refuse 
tomatoes, they must notify the grower; is not that true?—A. I have known them 
to refuse only on the loading platform. 

The Cuatrman: In Ontario? 

The Wirness: Yes; after the grower has waited around half a day with a 
load of tomatoes, there are cases where he has been turned back. 


By Mr. Factor: 


Q. What can the grower do about the rejected tomatoes?—A. Dump is the 
prevalent practice. He might take them home, if he is in a certain district, 
and try to basket some and upset the basket trade, but there are very few in a 
locality where they can do that. 


By Mr. Kennedy (Winnipeg) : . 
Q. Some of those rejected tomatoes are completely lost?—A. Lost, yes. 


By Mr. Heaps: 


Q. How does the supply compare with the demand?—A. To be honest with 
you, I must admit in an average year the supply is excessive. We must admit 
that. I do not think it is due to over production. 

_ Q. Under consumption?—A. No, I do not think it is under consumption. I 
think it is entirely due to the faulty distribution. I do not think there is an 
Overproduction of agricultural products in Ontario. I do believe it is the very 
poor distribution which creates an appearance of over-production; that is, in 
vegetables and fruit. 
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By Mr. Factor: | 
Q. Distribution of the primary products?—A. Yes, fruits and vegetables. 


By Mr. Sommerville: 
Q. In other words the distribution of tomatoes by the present system is 
limited to the area in which they are actually produced. If you had a wider 
area—A. I do not think we secure full distribution, and that contributes to some- 
what glut conditions which are not true conditions, which may give you the 
impression of over-production. 1 do not think it is over-production. 


By Mr. Edwards: 
Q. How far afield do you go in your basket trade?—A. I have shipped 
tomatoes from Burlington to Newfoundland. 
Q. They are fairly green when they start out?—A. What we call half ripe. 
Just a slight touch of colour in one spot. 


By Mr. Heaps: 


Q. Do you believe the Canadian market could absorb a great deal more of 
goods if there was a proper system of distribution?—A. Yes, sir. 


By Mr. Senn: 


Q. Bulk or basket?—A. All kinds of fruits and vegetables, including 
tomatoes. 


By Mr. IIsley: 


Q. Do you send them to the Maritime provinces?—A. Yes, sir, right along. 

Q. We will have to stop that. 

Mr. Sommervitte: Mr. Ilsley represents the famous Annapolis valley. 

The Wrirnuss: We will have to stop your apples coming up this way. 

Mr. Instey: They do not come. 

“Tn the case of farmers contracting for peas in a good crop year, it is a 
common practice for the companies to order the peas in early when very few 
peas in the pod are of sufficient size to go into the tins, consequently the 
farmer secures a disastrously low yield. Later in the season it is a practice to 
order a certain area of peas cut for delivery the following day, with the deliveries 
held up to a small portion of the amount ordered in. As a consequence the 
balance of the crop is spoiled in the field due to wilting, hence the reason 
for attaching the pea contract as a condition to the tomato contract.” 


By Mr. Young: 


Q. What do you do with the balance that is left in the field?—A. It is just 
done, lost. 

Q. Are they no good for stock feed?—A. It becomes green manure or stock 
feed. With corn on a good crop year, owing to over contracting of acreage, corn 
+s held back in the field by canning factory field men until too hard for canning 
and then rejected, with the farmer getting only a small portion or in some 
instances none of his crop into the factory. 


By the Chairman: 
Q. That is a rather serious statement?—A. It is made, sir, by the corn 
erowers of Northumberland county. 
Q. “Corn is held back in the field by canning factory field men until 
too hard for canning and then rejected.”—A. I believe it is the practice, yes, 
sir. 
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@. From your experience you think it is true?—A. I cannot say from my 
experience; I have never grown corn. 

Q. Have you men who will state that?—A. This is submitted by the 
Northumberland Fruit and Vegetable Growers’ Association; it is part of the 
brief. 


By Mr. Kennedy (Winnipeg): 


Q. Prior to the submission of those facts, had that come to your knowl- 
edge?—A. As an individual? 

@. Yes——A. No, my district is not in this — 

@. You have Northumberland men here?—_A. I have Northumberland men 
here. 

Mr. Youne: How long is corn fit for canning? 

The Witness: I cannot tell you. 

The Cuamman: We will get that later. 

The Wirness: I would rather you would not question me on some of 
those things, because, as I say, I do not grow some of those products, but we 
have men here who do. 


The Cuatrman: I just draw attention to the seriousness of the statement. 
We will expect it to be supported. 


The Witness: Yes, sir; I will make a note of it. Loads of excellent corn 
have been turned down upon canning factory representatives finding one or 
two off-colour kernels in: an ear, as being not true to variety, although pro- 
duced from seed supplied by the canning factory. 

“It is a recognized fact that the canning industry in Ontario is over 
equipped to the extent of 300 or possibly 400 per cent and canning companies 
are endeavouring to meet competition carrying this load. To further ageravate 
this condition, small home canning outfits are springing up at an alarming 
rate throughout Ontario. This further competition, unless recognized by organ- 
ized canners as the result of unsatisfactory contracts offered and these growers 
given satisfactory contracts, will tend to multiply and still further demoralize 
the industry and gradually work to the disadvantage of the canning companies. 
As the regular canners are forced out of the business so will a large percentage 
of the growers be forced out, many not being in a position to operate home 
canning outfits.” 


By Mr. Factor: 


Q. To what do you attribute this over-expansion of the canning industry 
to 300 or 400 per cent?—A. I cannot give you the story. 


By Mr. Young: 


@. Do you mean they have 300 or 400 per cent more capacity than they 
can sell?—A. I think what they are trying to bring out is there are too many 
canning plants. 


By Mr. Edwards: 


Q. I was going to ask this question when Mr. Young spoke up: When 
these these canning factories were operated as individual units by individual 
owners, did this condition of affairs exist?—A. No, I think— 

Q. Before the combination?—A. ] think the condition has developed since 
one or two large concerns have come into the field. 

Q. They have a number of plants closed now?—A. Yes, unquestionably, 


"i 
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By Mr. Young: 
Q. When you say three or four times too many factories it must mean 


either three or four times the factories that we can find work for, or three or 


four times the number required to can the crop—A. I think that is what he 
_ means. 


By Mr. Sommerville: 
Q. The point you are making is the equipment of canning factories is 


three or four times the requirement?—A. I think that is what their intention is. 


Q. Many of those canning factories owned by large canners are actually 


_ closed?—A. Yes. 


Q. Not operating?—A. Yes. 

Q. Not functioning, but their carrying charges are being carried as part 
of the overhead of those factories?—A. Thrown back on the growers. 
 Q. These big canners are thrown back on the farmer producer?—A. Yes. 
I think that is what he is trying to bring out. It is recognized that certain 
companies are now buying tomatoes on erade and taking delivery of all market- 
able tomatoes at prices almost on a par with those suggested by the committee 
representative of the growers as satisfactory. This, in spite of competition 
with other companies, paying a very much lower price, on a flat rate basis, and 
a limited delivery clause in the contract. 


By Mr. Sommerville: 

Q. That is to say, these contracts now are being made to take all the 
marketable tomatoes?—A. There are some companies operating that way. 

Q. There are some companies operating that way?—A. Yes. 

Q. And paying prices suggested in your brief?—A.. Yes. 

Q. In those districts?—A. Yes; and they are still competing with com- 
panies that have a limited acreage under bargain in their contract and paying 
a lower price for tomatoes. 


By Mr. Factor: 
Q. Why can they do that?—A. I do not know; they are large firms. 
Mr. SoMMERVILLE: Lower overhead. . 


By Mr. Young: 

Q. How is a man located +n zone 4 where he pays 50 cents a bushel able 
to compete with a man in zone 1?--A. The fact remains he is doing it. There 
was a plant in Toronto last year, at least one that I know of, which paid as 
high as 50 cents a bushel for tomatoes, and yet went out and competed with 
plants that are buying— 

Mr. Epwarps: The size of the ‘mmediate market would have something 
to do with it? 

Mr. Youne: Not in canned goods. 

Mr. SommeERVILLE: That is your argument. 

The CHAIRMAN: The following paragraph elucidates your point. Proceed. 


“ Growers contend that the inefficient canner can no longer be carried by 
the industry. . 

Some points worth considering in connection with the canning of tomatoes 
are as follows:— 

To just what extent, for instance, does the financial set-up of Canadian 
Canners Limited enter into the picture? We recommend a study of this struc- 


« 
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value. In all price negotiations we are told by Canadian Canners Limited | 
they are losing money, but their annual statement does not support that story. | 
Hither they lie to the growers or their shareholders are being successfully | 
kidded. The truth should come out and, at the same time, some of the water. 
boiled out of their stock. | 

We are told this year that the price of cans has advanced and that is given 
as one reason for inability to pay more for our products. The position of the | 
pound sterling is the reason for the advance in the price of cans, a 

We suggest a study of the can monopoly. Some interesting facts would 
unquestionably be uncovered including a condition whereby every canner must 
contract for a three years supply with all transactions on a C.0.D. basis.” | 


By Mr. Edwards: ! 

Q. How many factories are there in Canada making cans?—A. I believe 
it is a one company proposition. | 

Mr. Youne: Two. 

The Witness: Not more than two. 

Mr. Sommervitie: One at Trenton and one at Simcoe. 

The Wirness: The Simcoe plant, I believe, is closed now. 

Mr. Epwarps: Hamilton. 

The Wrrness: There is a plant at Hamilton, the American Can Company. 
I think it is one company, I am not sure. 

Mr. Youna: Where do they get the tinplate? 

The Witness: England. 

Mr. SomMervitieE: Wales. 


By Mr. Factor: 
Q. Is it not a fact that the price of cans has gone up?—A. Yes. 
“The can manufacturer has a three year contract at no set price. Any 
advance in cost of production he passes on to the canner, who in turn takes it 


The grower would welcome the opportunity to make three-year contracts 
at prices set by themselves, Tf such arrangements are in order for the maker of 
eans why not for the individual who produce the product going into the cans? 

We are informed that the tin can used for tomatoes costs 3 cents. Com- 
pare this with the cent’s worth of tomatoes (at present prices) put into the 


Mr. SomMeERVILLE: That is to say, there is just one cent’s worth of tomatoes 
put into a can? 

The Wrrngss: Roughly. 

Mr. SomMerviute: At the present prices? 

The Cuarrman: Growers’ prices, 

The Wrrness: Yes. 


“Dealing with an international tin carte] which is stronger than the entire 
Canadian canning industry the latter has no option but to submit to any 
price structure set by the can monopoly. To offset these price fluctuations the 
practice is to even the balance by reductions in labour costs and in the prices 
paid for the primary products.” . ?, 


By Mr. Factor: 


Q. Is not that the vital problem? Have you not touched on the vital 
problem when you mention the can problem?—A, We sat in on a conference 
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recently trying to reach a price for tomatoes with these canning group fellows, 
and the first thing thrown at us was the price of cans had gone up. That was 
given as the reason why they could not pay more for tomatoes. 

Mr. Youne: Is anybody going to give us any evidence in connection with 
this international tin cartel? 

The Wrrness: The farmers are not in a position to give you that evidence, 
but we expect you to dig it up. 

“Ffome canners claim they can pay 45 cents a bushel for tomatoes and make 
money? A bushel roughly makes a case or two dozen cans of tomatoes. If 
home canners can pay that price why not the canner who can pack 500,000 
cans a day in one plant?” 


By Mr. Sommerville: 

Q. That is really the reason for the increase in the number of home canners, 
is it not?—A. The price paid to the grower? 

Q. Yes. In other words, generally speaking, the arrangement made with 
the home canner is that the vendor, the man who supplies the machinery and 
who sells the finished product, will guarantee to the home producer 20 cents 
more per bushel than he gets from the canning company, and the farmer then 
proceeds with his family to earn the 20 cents more'?—A. Correct. 

Q. Is not that about the general principle?—A. Yes. 

Q. And these products are delivered then to the distributor who sells them 
in large quantities to the wholesalers or to the chain store organizations, the 
big buyers. That is the picture?—A. That is the picture. 

Q. When the farmer can get 20 cents more per bushel for his tomatoes by 
canning them at home, there is an ‘inducement to use the labour he has available, 
his family and his farm labour, to increase the production of tomatoes in that 
way ?—A. Correct. 


By Mr. Factor: 

Q. How many home canners are there in the province of Ontario?—A. 
I have not any idea. 

Mr. SomMeERVILLE: We will be able to get these figures. There were 4,000 
licences issued in the province of Qubec last year, and I understand there were 
a very large number issued in Ontario as well. 

The Wrrness: Canners inform growers it costs 85 cents to produce and 
sell a dozen cans of tomatoes yet in the same breath they admit they are selling 
to large buying interests for 70-75 cents and claim they are glad to get the 
business. 

The C1arrMAN: That is per dozen, isn’t it?_A. Per dozen, yes. The com- 
pany showing a million dollars profit in the year Just closed contends it is only 
this chain store business that moved their 1933 pack. Once again the figures 
don’t jibe. On might ask +f it costs them 85 cents to grow and the bulk of the 
pack move at 70 to 75 cents how do they continue to show a profit. It may be 
we just can’t figure. 


By Mr. Sommerville: 

Q. The canners in your conference have given you the information to the 
effect that it cost them 85 cents a dozen to produce?—A. Yes, sir. 

Q. And they have admitted at the same time that they sell to the chain 
store at 70 and 75 cents; that is less than the cost of production?—A. According 
to their figures, we have no check on it. 

Attached are copies of standard contracts now in use. Perusal of these 
contracts will show their one-sided nature. Under these contracts the canners 
do not have to take delivery but the growers must deliver, Such little faith is 


1958 SPECIAL COMMITTEE 


attached to the contracts that in some districts the growers don’t bother signing, 
knowing they will have to dance to the call of the factory manager in any 
event. | 

By Mr. Young: 

Q. Can they deliver if they do not sign?—A. Oh yes. They can go into the 
factory, or the manager can go into the field and say I will take 200 bushels of 
tomatoes from you at 35 cents, and he can take them down. 

@. You do not sign a contract, yet you can go into the factory with a load 
of tomatoes and sell them?—A. No, sir, you have got to have a verbal contract; 
he cannot just drive up to the door and say I have a load of tomatoes here and 
take them. What I mean is that the growers, especially in the Wellington 
district that we are dealing with, seldom bother with a contract. Why consider 
a contract when they will do this anyway? 


By Mr, Ilsley: 
Q. The bankers attach some value to them?—A. In our district the bank 
does not, we do not have to have canning contracts. 


Mr. Young: You are kind of independent of the banks. 
Mr. Insuey: He means, they are prosperous. 


The Wirness: The grower is a little better off than the chaps I am talking 
about. Our district is a different district. These chaps that I have been 
referring to are not straight gardeners, they are largely what one refers to as 
dirt farmers—stock and grain farmers, who put in a certain acreage of canning 
crop products. 


By Mr. Ilsley: 


Q. The straight gardener deals in all kinds of fruits and vegetables, has 
quite a variety?—A. He is not in the position that these fellows are, he is a 
little more independent, 

Some years ago some canning companies were in the habit of erowing 
considerable quantity of produce on their own farms. This practice has been 
much restricted of late, it being cheaper to buy them to grow. Some processors 
with farms will say they can make money on tomatoes at 25 cents a bushel but 
these gentlemen shove every tomato they grow through their own plants and 
don’t operate, with their own produce, on the same basis as they deal with the 
growers. The point is, you are liable to have the canners contend that they 
grow the tomatoes on their own farms and they are content with 25 cents a 
bushel for these tomatoes, but we know from past experience that there are no 
restrictions, they are not very severe with their grading; they shove everything 
from their farms through. 


By the Chairman: 


Q. They would have to grade, but there is no restriction on quantity ?— 
Si No restriction at all; that is possibly why a lower price is attractive to 
them. ; 

By Mr. Young: 

Q. What about the product, is it as good as though it had been graded 
before going into the can?—A. We do not know, that is their business, 

Q. They could sell for the same price, could they?—A. I think the question 
of quality is fast disappearing from the canned goods business since the Chain 
has been in the picture. That is a personal observation. 

In the Kelowna district of British Columbia the offered price this year is 
$10 per ton although cost of production is $15 a ton. The canners will take 
6,250 tons in this one district at the price offered which is equivalent to 334 
cents a bushel. The growers are holding out for $12.50 a ton as a minimum 
price. 
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By Mr. Factor: 


Q. You said the cost of production is $15, and the growers are content to 
take a reduction to $12.50?—A. As compared to $10 that is a split in the 
difference. | 

Q. They would still be losing?—A. Absolutely. 1 know it is hard to 
understand, but it is a cash crop proposition. 

Canners tell us they have not cleaned out last year’s pack and intimate 
a big carryover, yet representatives of some companies were active this spring 
encouraging growers to put in larger acreages. . 

That is a confounding fact. ‘The canners claim they have a large carry- 
over and yet their agents are encouraging the growers to put in increased 
acreage. 

All this is confusing to the grower who is in the unfortunate position of 
lacking the necessary information with which to properly negotiate. In this 
connection we suggest the time has come for the establishment of a federal 
board of referees—experts empowered to negotiate for the primary producer in 
order that the price to the canner for the raw product shall be based on costs 
of production and not on the collective power of the canning industry which 
continues to build the price structure of canned products from the top down, 
instead of from the bottom up. 

The growers feel, that, in addition to the establishment of some agency 
with power to set minimum prices based on grades for primary products sold 
to processors there should be minimum prices for labour in all factories, 
minimum prices to the trade for the finished product, based on grade; a 
controlled spread between producer and consumer; and legislation requiring the 
net weight to be plainly marked on each container in a conspicuous place. 


By Mr. Ilsley: 

Q. That would mean a higher price to the consumer?—A. True, it might 
mean a slightly higher price. 

Q. Would not your demand fall off to a very marked degree?—A. I doubt 
It | 

By the Chairman: : 
Q. There is one suggestion there, the net weight being specially marked on 
each container in a conspicuous place. Have you considered the suggestion 
that there should be a uniform type of can or container?—A. We would like 
that in everything, unquestionably. The Chain store is interfering with the 
standards for containers. 


By Mr. Sommerville: 


Q. The Chain store you say is causing—?—A. Some are openly wanting a 
smaller package, smaller container for jam and everything else. 


By the Chairman: 


Q. Do you think it would be in the interests of the grower if there were 
uniform standards of size in containers?——A. Unquestionably, it would be. 


By Mr. Edwards: 


Q. Is that common practice, Mr. Robinson; that they are demanding smaller 
containers?—A. Yes, sir, absolutely. 


By Mr. Senn: 
Q. Does not the Trade Marks Act define the size of containers?—A. I 
believe many of those regulations have been changed. 


Mr. Sommervitte: A very large number of sizes are set up in the canned 
goods, or canned fruits act. 
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The CuatrMaANn: The canned foods act. 

Mr. SommervitLE: The canned foods act; and there are a very large range 
of variations, and if you comply with the requirements and put your material 
into any of these standard cans, you are not required to put the weight, or any 
indication of the weight on it; if you depart from this section, then you must 
put the net drained weight on it. For instance, we have a can before us now, 
instead of a 16 ounce can, which was a standard can, here is one of 144 ounces, 
an ounce and a half less, but having much the same appearance; that requires 
to have on it the 144 ounce weight. 

Mr. Inustey: Which people do not look at. 


Mr. Sommerrvitte: No. It would be in the interests of the consumer to 
have the quantity stated on the outside of the can. | 

The CuairMAN: We will have evidence on that later I just wanted to get 
the view of the grower as to uniformity of size. 


By Mr. Heaps: . 

Q. Mr. Robinson, you referred to the minimum wage act there in your 
statement just now; do you know anything about wage conditions and labour 
conditions in the canning factories?7—A. Other than the general observations 
that I believe they are not—I know there has been a little trouble in the past 
year in some of the factories over labour conditions. ; 

Q. You have no personal knowledge?—A. No, but I could secure it. | 

Q. I think perhaps that might be of interest?—-A. I know definitely tha 
the fair wage officers of Ontario were called to the one plant in my district 
last summer. 


By Mr. Sommerville: 
Q. That is, the minimum wage officers?—A. The minimum wage officers. 


By Mr. Heaps: 
Q. Do you know what the wages offered were?—-A. I think it was an 
average of around 18 cents an hour. 
Q. Was that for male or female labour?—A. I could not say, male I think. 


By Mr. Sommerville: 


Q. The minimum wage officers have nothing to do with men?—A. It was 
in connection with some of the girls who were employed at that factory. 


By Mr. Heaps: , 
Q. Was about 18 cents an hour the wage offered?—A. I can’t tell you. 


By Mr. Sommerville: 
Q. We will be able to get the wage scale Mr. Heaps. 
The CHarrMAN: All right, Mr. Robinson. 


The Witness: Such suggestions may be deemed radical by some but are 
no longer radical to the farmer who is rapidly growing weary of being booted 
around while canners indulge in price wars, in struggles for control of business; 
and “knuckle down” to large buying interests and, in at least one case, struggle 
to show profits on a stock structure that appears false. in every detail. Some 
companies maintain that Canadian Canners Limited in selling tomatoes to 
the chain stores at 72-75 cents a dozen are doing so in an effort to keep the 
small independent from operating and to stop others from selling futures at 
80 cents or 85 cents per dozen. The latter, if unable to deliver, will, according 
to the theory, pass out of the picture. Another report is that Canadian Canners 
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Limited while selling some quantity at this price do not, actually, pass out any 
real quantity at the price. Many smaller companies need signed orders so that 
they may finance operations.. Canadian Canners Limited are charged with 
making sales at low prices in the hope that the little fellows will be prevented 
from securing the needed orders. | 

I wish that could be developed through the smaller independent companies. 

Tomatoes, yielding 20 cans to the bushel and sold at 30 cents represent a 
cost in the can of 14 cents. At 40 cents the cost would be 2 cents per can. In 
other words an increase of ten cents per bushel to the grower, the difference 
between profit and loss, would mean but one-half cent per can to the consumer. 
We feel satisfied the consuming public will not object to such a slight increase, 
especially when it means profitable operation to the farmer. There need be 
little alarm for the consumer. When the canning companies were battling for 
supremacy and prior to the creation of a working agreement, peas were selling 
wholesale as low as 75 cents per dozen and apparently less to chain organizations 
who were retailing them at 5 cents a can. Now the wholesale price is $1.20 a 
dozen and there has been no howl by anybody on behalf of the consumer. 

You can see how prices are raised through the operations of the canners, 
and yet nobody says anything about the consumer suffering; but every time 
the grower fights for a little more somebody cries out, well the consumer has 


to pay. 
By Mr. Isley: 
Q. The consumer has nobody to represent him, as far as I can see.— 
A. And the grower we feel— 
Q. But still, you have your organizations while the consumer does not. 


By Mr. Kennedy (Peace River): 
Q. Well, Mr. Robinson, don’t you think the producer is entitled to a living 
anyway ?—A. Yes, sir. 
Q. I do not see what the consumer has to kick about, do you?—A. You will 
find, if you go into the consumer’s earning power, that he is battling for a 
living; but so is the grower—has he not a right to battle, too. i 


Mr. SoMMERVILLE: We are all consumers, aren’t we, both the farmers and 
the rest of us. 


By the Chairman: 

Q. I take it that the point Mr. Robinson is making in that particular 
paragraph is that the increase to the purchaser which would make it a profit- 
able business to the farmer would not affect the price more than about one-half 
cent a can?—A. Correct, sir. 

Q. That is the point you wish to emphasize. I think it is one we should 
bear in mind. 

Mr. Hears: You might take it up in the cans? 

Mr. SomMERVILLE: Whereas by reason of some manipulation or effort to 
again control the price brought it up from 75 cents to $1.20 per dozen without 
any increase to the grower. 

Mr. Factor: That is the position. 

Mr. Kennepy (Peace River): An increase of 4 cents a can. 

The Witness: And there was no particular complaint. 

The CuarrMAN: All right, Mr. Robinson, go ahead. 

The Witness: The grower does not find fault with the canning company 
putting out a can of tomato product at a price of two tins for 25 cents, but he 


does wonder how a rival company can sell a similar product at 5 tins for the 
quarter. 
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I might say that I have information recently from the agent of a company 
that his company was selling a tomato product at 2 tins for a quarter in com- 
petition with a product from a rival company at 5 tins for a quarter, and in 
spite of the high price their volume of business was much increased over that 
of the 5 tins for a quarter article. 


By the Chairman: 

Q. I suppose there was a difference in the size?—A. In both quality and 
size; he was selling a higher priced article in opposition to a small can. 

There is an old saying that it takes a weak mind and a strong back to make 
a good gardener. Well, the weak mind is functioning enough to ask: How and at 
who’s expense? 

With the empty can costing 3 cents, the fellow with the weak mind wonders 
if the strong back is the answer. 


By Mr. Kennedy (Winnipeg) : . 

Q. Now, do you really mean that; or is it just a figure of speech you are 
using?—A. We do. 

Q. You think that a man to get along as a producer should have a strong 
back and be a man with a weak mind?—A. That is what we say about our- 
selves; he certainly has to have a strong back. 

Q. I do not like to think that is true. 

The CHatrMaNn: Let somebody else say it to him, and see if he will say it 
is all right. All right, Mr. Robinson. 

The Witness: One deal which possibly demonstrates better than any other 
the evasive actions of certain barons of the canning industry is the purchase of 
asparagus in 1933 and again in 1934. 

Early in 1933 certain asparagus growers became alarmed with the prospects 
for disposal of the crop at a price which would meet costs of production. They 
entered into negotiations with the canners and finally secured an agreement 
calling for a price of 10 cents per pound for all fresh asparagus purchased for 
processing. In return the growers were to seek imposition of a special dump duty 
on imported canned asparagus. Failing application of the duty the canners were 
to pay 8 cents per pound for their requirements. Accordingly steps were taken 
to have a value fixed for duty purposes on imported canned asparagus. This 
was accomplished on May 13 on the understanding that the price of 10 cents 
would prevail. 


By Mr. Sommerville: 

Q. Is that May 13th of this year?—A. Last year, 1938. 

Some time after the dump duty went into effect it was discovered that only 
two canning companies were playing the game, purchases being made in some 
cases at 5 cents per pound. Ability to buy at the fixed price was due to lack 
of knowledge on the part of some growers of the deal made and the action ot 
some canners in withholding purchases and threatening not to purchase at all. 

Mr. Factor: A deal made with whom? 

The CHAIRMAN: Between the canners and the growers. 

The Witness: Yes, sir. 

Mr. Factor: I wanted the witness to answer that, Mr. Chairman. 

The CHAIRMAN: I beg your pardon, 


By Mr, Factor: 

Q. I wanted the witness to answer that; I mean, there is apparently some 
obligation there. There was a dumping duty put on, and I suppose the idea 
was that the growers were to get 10 cents per pound, Mr. Robinson?—A. That 
was the understanding. 
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Q. That was the understanding, then the dumping duty was applied and 
the canners did not play the game?—A. They broke faith. 

Q. I think it is up to the government to get a refund from the canners to 
the growers. ) 


By Mr. Young: 
Q. In other words, the conditions following that became worse?—A. Yes, 
and they have done it for a long time. 3 
Undoubtedly the canners broke faith but the growers were in the position 
that if they sought to have the tariff restrictions lifted they would cause those 
canners who did keep faith to suffer. 


By Mr. Young: 


Q. Is that the reason you spoke of them as having weak minds and strong 
- backs?——A. I know one could read more into it than there is. 

One of the offending companies was Canadian Canners Limited. At a 
conference of canners and growers Mr. W. R. Dryman, for Canadian Canners 
Limited, submitted his company had purchased its needs at 10 cents and would 
not be in the market for any additional quantity. Documents in our possession 
prove that Canadian Canners Limited did buy at lower prices and admission 
by Mr. Dryman that they deliberately went out to average their costs “ down 
in some way ” and one reason advanced was that they had to meet competitors’ 
costs. 

The correspondence, which we are prepared to submit, definitely proves 
that the growers were deliberately let down and that some companies never 
had any intention of keeping faith. 

This year the growers again organized to maintain price and two weeks 
ago were able to negotiate an agreement calling for 10 cents per pound of 
asparagus six inches in length payment one-half at end of cutting season and 
one-half one month after end of cutting season. Again the dump duty was 
imposed, but even though this duty was put on after the agreement was signed 
and on the distinct understanding that it was to be maintained only as long 
as the 10 cent price was adhered to, at least one canner is violating the under- 
taking and, at the moment, Associated Quality Canners are forcing the growers 
of the Burlington area to deliver 54 inch “ grass” instead of the 6 inch length 
agreed upon. When the Associated Quality agent contacted the growers the 
10 cent price had been agreed upon but negotiations as to length were still 
going on. The agent informed the growers that the length would be that 
stipulated by the St. Catharines Committee and Canadian Canners Limited, 
then in conference. 


By Mr. Senn: 

Q. Can you say, Mr. Robinson, that the Associated Quality Canners were 
a party to the agreement?—A. That may be the argument, Mr. Senn. The 
agreement was set by their conference, what we call the St. Catharines Com- 
mittee and Canadian Canners, but the understanding was that it was to apply 
to the trade in general if the dump duty was maintained. Their agent said 
that the price would be 10 cents and the length would be whatever was agreed 
upon, yet we have them already violating that agreement three or four days 
after the dump duty goes on. 

J. A. Daball & Son, of St. Catharines, and Culverhouse Canning Company 
of Vineland Station were the only firms who lived up to the agreement in 1933. 

We submit that a representative of the Department of Trade and Commerce 
should be assigned to the task of investigating the asparagus deal now, and 
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that the dump duty should be removed without delay if it is found that the 
agreement is not being lived up to. We submit when some companies are 
willing to play the game that there should be some way of making the others 
do the same. 

May I submit the observations made by Captain L. F. Burrows, secretary 
of the Canadian Horticultural Council, after it was well established that we 
were again being played with: 

The understanding reached at the Hamilton meeting was as clear- 
cut as one could make it, in fact there certainly was not any misunder- 
standing on the part of Daball and yet the Canadian Canners and some 
of the others immediately violated it and what can we do about it. 

After reading your report in last week’s Financial Post it is quite 
evident that the Canadian Canners intend to recoup their losses as, 
although they have to pay more for cans and for sugar, they hope to be 
able to buy their fruits and vegetables for less—and so help the growers 
out, a favoured expression of Mr. Drynan. Of course both the manu- 
facturers of cans and the sugar refineries control their supplies, whereas 
there is absolutely no control of fruit and vegetable supplies and the 
mere statement on the part of the Canners that they do not intend to 
pack or that they have a very heavy carryover is sufficient to cause 
the growers to throw their supplies. at the feet of the canners. 

My only solution is a board of control which, legally, can control 
and negotiate wtih the canners as they do in New Zealand, Australia and 
South Africa. 


A few years ago when the consumer bought jam he got a pure product 
which was so labelled. Jams contained at least 48 per cent to 55 per cent or 
more of the fruits they were named. Pure granulated sugar was used. A 
small percentage of apple jelly and glucose was allowed. But the bulk base 
of the jam was the fruit that was named. High quality fruits are health giving 
products as well as delicacies and should not be allowed to be adulterated. A 
lot of the supposed to be high quality jams to-day have not near the amount 
of high quality fruits in them that the ordinary canned and preserved fruits 
had a few year ago. 


By Mr. Young: 
Q. When did this change take place—A. It has been developing, I would 
say, since the advent of the chain system. 


By Mr. Sommerville: 

Q. The chain store?—A. Yes, sir. 

With the coming of the chain and departmental stores the demand was 
made on the manufacturer for lower priced jam so that these stores could under- 
sell the small stores. At first many manufacturers shaded their prices to meet 
this demand and started cutting the price to the grower for his fruit where 
possible. Then they commenced buying and importing cheap jam pulps grown 
and put up in cheaper producing countries and in some cases government 
subsidized products, such as pulp from Tasmania. They used these cheap 
pulps as a club to the grower to force prices down. Many of them had brands 
of jam of certain standard of quality of which they were justly proud and 
refused to cut that quality. They had spent money in advertising getting the 
public acquainted with the fact that that name meant a regular assured quality 
product. Some of them started to cut the amount of fruit used substituting 
pectin and apple products, glucose, etc., using colouring matter and flavouring 
to conceal the defects. They usually sold this product under another brand. 
Growers demanded that these adulterated products should be so labelled. This 
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has been done in a way but in type so small that it is not noticed by the average 
buyer or even the merchant who sells it, and in a way that if read the significance 
of it is not understood by the average consumer. 

Then they cut the size of the glass containers and soon the continued 
demands from the big chain buyers to cut still further in the price were 
- followed by further adulterations. The use of sugar was done away with in 
- many cases and the substitution of sugar syrups with lower taxes and costs was 
: adopted. 


By Mr. Young: 
Q. What is the difference between sugar and sugar syrup?—A. Well, sugar 
is the raw product and sugar syrup is the preparation. 
Q. Is this sugar syrup just sugar dissolved in water?—A. We have a Jam 
man here who will go into the technical details. 


By Mr. Sommerville: 
Q. That is, instead of using granulated sugar they are using principally 
sugar syrup?—A. Yes. 
Apple pulp instead of manufactured pectin was used. Cull apples, worms, 
rot and all, instead of selected apples were used for the manufacture of the 
apple products for adulteration. 


By Mr. Kennedy (Peace River): 


Q. That is a pretty serious thing?—A. I think that can be borne out in 
some cases. 


By Mr. Factor: 


Q. Is not there some law which provides for certain content?—A. It has 
been changed; the regulations have been revised continually. 


By Mr. Heaps: 
Q. When were they revised?—A. In the last two years. 


By wit. Factor: 
Q. You mean lowering the content?—A. I believe so. 


Mr. SomMMeERVILLE: These are the general regulations; it might be wise 
to have them before you at this time. First of all, take strawberries, there 
are a whole list of them in the Canned Foods Act:— 

No. 1A, properly labelled as pure strawberry jam, will contain 55 pounds 
of strawberries to 624 pounds of sugar, making 117 pounds boiled down to 
100 pounds of jam, with a minimum of 66 per cent water insoluble solids. 

Mr. Youne: You do not add any water? 


Mr. SomMeErRVILLE: No. They must be 66 per cent of a solid that is 
insoluble in water. Now, that is pure Jam. 


Mr. Heaps: What is the date of that regulation? 


Mr. SoMMERVILLE: Well, that is the Act. February 25, 1930, I under- 
stand. Now then, the next is: . 

No. 1B, 55 pounds of strawberries and 62 pounds of sugar, 117 pounds 
boiled down to 100 pounds of jam with a minimum of 66 per cent of water 
insoluble solids, properly labelled Strawberry Jam with colour and—or preserva- 
tive. That is the second one; it is not called pure. The third is: 

No. 2A, 32 pounds of strawberries, 4 pounds of pectin approximately, 65 
pounds of sugar, approximately, and 10 pounds of water, a total of 111 pounds 
boiled down to 100 pounds of jam with a minimum of 66 per cent water insoluble 
solids, and this jam is properly labelled ‘‘ Strawberry Jam with added pectin.” 
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Then the next one is: 

No. 2B, 32 pounds of strawberries, 15 to 20 pounds of fruit juice and 60 
to 64 pounds of sugar, making 107 pounds total boiled down to 100 pounds of 
jam with a minimum of 66 per cent water insoluble solids, and this Jam is 
properly labelled “Strawberry Jam with added fruit juice.” 


Then the next is: ; 

No. 3A, 15 pounds of strawberries, 7 pounds of pectin, 65 pounds of sugar, 
approximately, and 18 to 20 pounds of water, making a total of 105 to 110 
pounds boiled to 100 pounds of jam with a minimum of 66 per cent of water 
insoluble solids, and that is properly labelled “ Pectin and Strawberry Jam.” 


By Mr. Boulanger: 

Q. What is pectin?—A. It is an apple preparation, which jellies to jam. 

Mr. SoMMERVILLE: It is used with these products to jam and give a 
jellied condition to the whole product. It is mostly obtained from apples and 
some citrus fruits; it has that property in fruit which makes it coagulate. 

Then the next is: 

No. 3B, 15 pounds of strawberries, 30 to 40 pounds of fruit or fruit juice 
according to jelly value; you will notice that is the lowest standard; there are 
four other standards starting off with 55 pounds of strawberries but now we 
are down to, in 3B, 15 pounds of strawberries, 30 to 40 pounds of fruit or fruit 
juice, according to jelly value, 63 to 65 pounds of sugar, a total of 108 to 120 
pounds boiled to 100 pounds of jam with a minimum of 66 per cent water 
insoluble solids, and this is properly labelled “ Apple and Strawberry Jam.” 
There are relatively similar regulations or provisions for all other kinds of Jams 
and canned products. 


By Mr. Young: 
Q. Where does this 10 per cent come in?—A. The contention of our fruit 
men is, that there are jams being sold to-day with 10 per cent fruit content. 
There is a jar with 10 per cent strawberries in it. 


By Mr. Factor: 

Q. I know, but the point you make is that there is some adulteration about 
that, but the regulations permit of a mixture, in accordance with the proportions 
mentioned in the regulation—A. Quite true, but we are satisfied that some of 
the public believe that it is all a pure content, a pure article, and they are 
buying it as such, not buying an adulterated article. 

Mr. SoMMERVILLE: You will observe, from what I have just read, that they 
are allowed 15 pounds of strawberries under No. 3B, in a total that may be 120 
pounds in weight, about one-eight. 

Mr. Younea: No, but you boil the water out of it. 

Mr. SomMMERVILLE: 15 pounds of strawberries to 108 to 120 pounds. 

The Witness: I think our statements will be supported in further evidence. 
This jar here shows 3-2 ounces, and this jar shows a content of 12 ounces of 
fruit. That would be a 40 per cent fruit content. 


By Mr. Sommerville: 
Q. You have the jam man here who will explain or develop that?—A. Yes. 


By Mr. Young: 

Q. In the old days we used to get 40 per cent?—A. Yes. 

Mr. Kennepy (Winnipeg) : I think there is quite a bit in what Mr. Robinson 
points out there. If a man asks for strawberry jam at breakfast,—the average 
fellow knows nothing about adulteration or the percentage of strawberries in it; 
he thinks he is getting a good article or the pure product. 
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By Mr. Senn: 

Q. You would advocate, Mr. Robinson, having some of these lower grades 
of jam, jams of lower fruit content, eliminated?—A. The point we are trying to 
make as we go on, sir, is that the reduction of fruit content is seriously curtail- 
ing the distribution of sale of tender fruits, raw fruits, and that if our jams were 
put on a proper basis and the law was such that there had to be 85 to 40 per 
cent fruit content it would help the fruit industry by increasing the sale of raw 
fruit; that is what we are trying to develop. 


By Mr, Kennedy (Winnipeg): 
Q. And it would be better for the consumer?—A. Yes, it would be better 
for the consumer. 


By Mr. Factor: 
Q. Would it not cost the consumer more? 
Mr. Epwarps: It certainly should. 
Mr. SoMMERVILLE: It may cost a little more. 
The Wirness: Unquestionably a little more. 


By Mr. Senn: 

Q. Have you any figures to show the additional cost of the raw product, 
or will that come later?—A. I have some figures, but I think later that when you 
come to examine the jammer that I have here in connection with this part of the 
brief you can bring out those points. 


By Mr. Heaps: 

Q. Who is it that makes those regulations?—A. The Department here at 
Ottawa. 

The CuHairMAN: Agriculture. 

The Witness: We contend the public is more or less defrauded.. With the 
reduction in the fruit content of the jam it has curtailed the sale of tender fruits: 
and has thrown more tender fruits on the open market, the fresh fruit market, 
with a possible increase in glut condition in glut time. 


By Mr. Factor: 
Q. But the department framed all those amendments.—A. You permitted it. 
Q. Parliament did?—A. Yes, parliament did. 
Q. And that is the fault you find, that parliament permitted this adultera- 
tion?—A. Well, if you want to go that far. 


By the Charman: 


Q. I do not think adulteration would be the right word, Mr. Robinson?—A. 
We are content to say reduction of fruit content. 

Q. Because, after all, the other properties that are. allowed to enter into 
a jam called strawberry jam are largely fruit properties which are indicated on 
the label. Now, I am not arguing in support of it, J am merely making a state- 
ment of facts. I understand the point of the growers is, that it would be much 
better if these jams representing plum, or strawberry or raspberry contained a 
larger quantity of the actual fruit than is now used. 

Mr, Instey: It is a question of one producer against another. 

The CHAIRMAN: I think I have in my office now two bottles of jam sold as 
strawberry jam but the average purchaser would not know the difference. The 


lower grade is filled up with simply some pulp. However, we will have some: 
more evidence on that later. 
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By Mr. Kennedy (Peace River): 
Q. What is the food value of the pulp?—A. I cannot tell you. 


Mr. Senn: I think it would be wise, Mr. Chairman, to allow Mr. Robinson 
to proceed. 


The Wirness: May I point out, sir, that I cannot answer these technical 
points. 


The CHAIRMAN: All right, Mr. Robinson. 


The Witness: The public is more or less defrauded. The use of from 
2 to + of the quantity of fruit in the same amount of jam has seriously cur- 
tailed the growers’ largest market. The price of fruit has ben forced down 
below the cost of production and the growers are tasting the necessity of 
operating at a loss or go out of the business in which all their life savings are 
invested. 

This has been brought about by the mass buying of the larger stores and 
chains demanding cheaper products and the desperate competition between 
manufacturers to compete for this big business. If the manufacturer does 
not submit his plant stands idle and overhead eats him up while his com- 
petitor, who does submit, is at least unloading his stock and saving on his over- 
head. In years gone by the jammers used to buy their berries or other fruits and 
rush them into jam with a large labour force. Now they cannot do this as they 
do not know the quality of jam they will have to manufacture to suit the 
buyers’ price so they put it into fruit pulps or freeze it in cold storage and 
manufacture it again to order of the price quality demanded by the chain store 
buyer. This partial manufacture and cold storage, etc., adds to the price 
spread between the grower and the consumer. 

Recently a group of growers made some enquiry into the jam situation. 
Before they were through they were dumbfounded with the revelations. That 
apple, turnip,—I have the turnip here, but I am advised it was only in the 
war years that turnip was used—and even corn products have practically taken 
the place of delicious Ontario fruit in the jars was pretty well established. One 
grower checked up a few samples on sale in a chain store. He found 32 ounce 
jars with but 12-16 strawberries in each container and yet the product was 
labelled and advertised pure strawberry jam. 


By Mr. Young: 
). When was this, Mr. Robinson?—A. Quite recently. 


By Mr. Factor: 


. I suppose it was labelled in compliance with the regulations?—A. We are 
finding no fault with that; we are not putting up any argument on that point. 
This is the direct result of the operation of the big buyer who commands the 
manufacturer to “send down a sample for so much,” in other words, the jam 
is made to the buyers’ specifications. Gone are the days when a manufacturer 
can put up quality brands and sell on the quality basis. 

Our information is that one-tenth of 1 per cent of benzoate of soda will pre- 
serve anything for two months. The use of benzoate of soda is prohibited in 
Britain. Some processors of tomato products in Canada carry on their cans 
the words, “no benzoate of soda used.” This chemical is injurious and is not 
necessary in any pure fruit product. 


By Mr. Factor: 


Q. The regulations permit that?—A. Quite true. 
_ It is no idle statement to say that there is no fresh-fruit going into Cana- 
dian jam to-day. It takes 30 per cent fruit to make a palatable jam. Cost of 


Backine strawberry jam with 30 per cent fruit content has been set up as 
ollows:— 


= 


( 
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COST OF PACKING STRAWBERRY JAM, 32 OZ. GLASS, 1933 
Cost of berries (2,748 boxes at 8 cents). ey i ee oe es ep alo 44 


Labour, girls.. .. 27, 
Poa Do WEsMCMo Ve fh ese a eg ok op ss ae ayes ig ote oe ors Meg 32 45 
Labour, pieceworkers—2,743 boxes... 2. 21 25 ee ee ee ee ee ne ee oe 27 43 
Cost of jars—(3,883 at 4.70 gross)... 22 oe ee oe ce oe oe ee oe 126 74 
Cost ol. cartons--(o24 cat: 107-15, M) o. aes tins cue ots tee te ew ee 8s 34 72 
Cost of labelling—324 cases... 2. 2. 66 oe oe oe oe we we we oe oe oe 15 00 
Cost of labels—(3,883 at 1.30 M).. 2. 1 0. se ce ce oe oe te oe oe 5 48 
Cost of sugar—(53 bags at 6.61 CiCh diene Gees ad Gre eater bos OUR oO 
Cost of pectin—(5} cents at 7.90 each)... .. 6. oe ee ee ee oe ee oe 41 48 
Cost of coal—(2 tons at 6.50 each)... .. 2. oe oe oe oe oe oe oe oe 13 00 
Hredehteow Pectin a), 5.) -bikae ae susie eip e+ Sa Mesh ke Raed bap as ts 2 00 
Tops for Jars-—(3,883' at 8. 70° M) 2.0. ea Nee ge ele ve 33 78 
Overhead—324 doz. at 20 cents doz., taxes, insurance, electricity, rent, 
repairs, depreciation, etc.. 6. 6. 21 ee ee ce ee ee ee te ee ne oe 4 80 
Ps Tee eee ele ite AE Sh cmiegy te he Aitey cee oe poe oo: 5 pe OR 
Cost of packing 1 jar—987-92/3883.. .. 1. 26 s+ ee ee oe oe 25-44 cents 
Sales tax absorbed 6 per cent.. .. 26 1 se (ee oe ce oe oe oe 1-68 cents 
Freight absorbed—Average 25 cents cwt.. «1 -+ e+ ee ee ee es 0-854 cents 
Total cost per alt wee pre weg Seal es ea 6 belle Leas 27-974 cents 


By Mr. Sommerville: 

Q. That is for?—A. For a 30 per cent fruit jam. 

Q. That includes the berries, the labour, the container, the carton, and the 
fruit and overhead?—A. Everything. These figures are reliable. It was ascer- 
tained that the jam, in this case, was sold for 28 cents a Jar, delivered, tax paid. 
It is generally admitted that 30 to 35 per cent should be the minimum fruit 
content, but in spite of this jams are on sale to-day with fruit content as low as 
10 per cent. 

One jammer has admitted that he is now using 900 crates of strawberries 
with which to put up the pack that formerly took 4,000 crates. With the change 
in methods and lowering of quality there has developed the frozen pulp racket, 
wherein jams are semi-processed and made up as required. 


By Mr. Sommerville: 


Q. What do you mean by that? I suppose the jam man can explain that? 
A. It is frozen and held over until they are ready to finish up. 


By Mr. Ilsley: . 

Q. Why the word “racket”?—A. Perhaps I will withdraw that. 

Q. I know, but you say it is a racket. What have you in your mind?—A. It 
has reached that stage, has it not, where anything is a racket if the crown 
believe they are being imposed upon. 

Q. If they are imposed upon. 

Mr. Youna: Is not this what they do? They cannot can all the berries the 
day they get them so they mix them with sugar and put them in barrels and 
freeze them until they are ready to can them and then they can them? 

The Witness: They can them according to the order they get from the chain 
later on. 

Mr. Youna: I cannot see any racket in it. 

The Wrrness: Well, I will withdraw the word “racket”. 


By Mr. Sommerville: 

Q. What you have in mind is that under the old process they were canned 
according to a certain quality of canned goods put up by the manufacturers; 
now they are held over until they are required by some big buyer who sets the 
price, and then they are mixed and made to a quality to suit the price. 
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Mr. Youne: That is not the statement here, 

The AcTING CHAIRMAN: What would you substitute for “racket’’? 

The Witness: Game. 

Mr. Epwarps: I think racket is a good word myself. 

Mr. Younea: Frozen fruit business. - 

The Actinac CHatRMAN: There is no objection to “racket” provided it is 
proven. 

By Mr. Ilsley: 

@. We are on the scent for rackets. If this is one tell us about it?—A. Don’t 
you think it is a racket where a Jam is adulterated down to such a fine point that 
it has seriously curtailed the sale of the raw products in this country? And it is 
done because of a large buying power influence. Is not there an element of 
racket in it? 

Q. The manufacturer is telling the truth about his product, is he not?— 
A. We are not finding fault with the manufacturer; we are talking about the chap 
who forces the manufacturer to do business. 


By Mr. Sommerville: 
Q. Do you refer to the chain stores buying stuff under specification for so 
much money ?—A. Yes. 
@. And the people believe they are getting something else?—A. Yes. 
Q. If that is not a racket I do not know one.—A. Yes. 


By Mr. Kennedy (Peace River): 

Q. Is that in accordance with the regulations?—A. I do not know whether 
you call this a racket or not. Our secretary, I think it was yesterday, followed 
an ad in a departmental store in Toronto selling strawberry jam for 25 cents, 
“Today’s special 25 cents”. That is the ad. He went into the store and he 
picked out the Jam, and on the back of the jar was a label saying, “Today’s 
special 25 cents, Eatonia strawberry jam, specially packed with higher fruit 
content than regulations require.” When he paid for it he was charged 34 cents, 
and he drew attention to “Today’s special 25 cents”. He was told he had 
picked it off the wrong shelf. I do not know whether you call that a racket or 
good business. That is good business. 

Mr. Iustey: That is not what you are complaining of. 


The Wirness: It is part of it. I have withdrawn the word “racket”. I may 
be able to work it in later. 


Mr. Youna: If there is any racket in connection with this it is in the shape 
of the bottle; it looks bigger than it is. 


The Wirnress: The master mind in the chain store business has all these 
things figured out. “This permits of complete adulterations as it minimizes the 
dangers of spoilage through reduction of the period between final processing and 
consumption. Inasmuch as low quality jams made to the order of chain stores 
are usually sold in a comparatively short time because of advertising ballyhoo 
the margin of safety is invariably ample. 

Unquestionably this development in the manufacture of jam has been one 
of the chief factors in the gluts of fruits. Before the advent of the gentlemen of 
the chain stores jam was invariably put up in glass jars holding three pounds. 
Bearing down in customary fashion the mass buyer has forced a steady reduction 
to the 32 oz. or 2 Ib. jar of to-day, a jar which we believe in many cases, is 
incapable of holding 2 pounds.” 


By Mr. Ilsley: 


Q. You put in “we believe’. Have you any ground for that belief?— 
A. Yes. I think we can support it before we are through. We have witnesses 
coming on that will bear out the brief. 
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Q. That is fraud, of course, is it not, to advertise a 2-pound jar that does not 
hold 2 pounds? Does that take place?—A. Our contention is that it does. 

Q. It seems to me, before you make statements like that you ought to 
check that over very carefully. 

Mr. Youne: That could be easily proven; take an empty Jar and weigh it. 


The Wirness: This brief is supported by makers of jam and growers of 
fruit, and the information contained is received from them. If, in the evidence 
submitted in support of the brief, these things are not substantiated, it is up to us 
to substantiate them and we accept the responsibility. The information is sub- 
mitted to me and my job is to put it together and submit it. 

Mr. SommervititE: And the other witnesses are here. 


The Witness: “Three years ago one Ontario manufacturer was supplying one 
customer with 90,000 lbs. of jam of which 30,000 lbs. were pure fruit, in other 
words it took 30,000 boxes of strawberries to produce the jam for this order. 
This business has been lost to another processor who was prepared to adulterate 
to order. 

About the only natural product the grower makes and sells to the trade is 
maple syrup and sugar. On this he is not allowed to put the word or letters 
“maple” in any shape or form unless the syrup or sugar is absolutely pure. The 
grower is not allowed to ship a covered package of fruit or vegetables unless it is 
marked and stamped and the Government tells him exactly what size, quality 
and quantity of fruit or vegetables he is to put in that package, and makes him 
stamp it, and the Government supplies numerous inspectors to see that he does so. 
The manufacturer, on the other hand, is allowed to use the growers’ product and 
use the word strawberry, raspberry, plums, etc. in the largest type and adulter- 
ated down to 10% fruit, if he pleases.” JI may be wrong in that 10 per cent; it 
may be 15. Why should the manufacturer of fruit products not have to put his 
full formula on the label the same as a patent medicine with the exact content of 
each constituent used in the manufacture exactly as stated? 


Mr. SomMerRvVILLE: At the present time I have a label before me. We have 
what is required in the jam. That complies with the regulations as 15 per cent 
of fruit content as, say, plum jam with other fruit juices, contains colour and 
corn syrup; or in another case of 15 per cent fruit it may be apple or apple and 
plum. 

Mr. Youne: That goes on a 4-pound tin, and that appears on the store 
keeper’s shelf alongside of another tin that says “pure Jam” and the prices are 
adjusted accordingly, and for pure jam you pay more than for the other, and 
the buyer is given his choice and buys what he wants. 


Mr. Insutry: There is nothing misleading about that lebel. “Plum” is not in 
large letters on it; it is fruit Jam. 

Mr. Facror: Here is a case of raspberry jam in large letters, and in small 
letters are added the words “pectin and colour”. Is not that the point? 


Mr. SommeErvitLE: We will have all these jars submitted as exhibits and 
dealt with at the time they are submitted in evidence. 

“If his jam does not contain the full 48% to 55% fruit of former years he 
should, if allowed to manufacture such a product at all, at least be forced to 
use the word “compound jam” or some such similar designation in the largest 
type on the label followed by the percentage of each product used, the names 
of the fruit used to be in no larger type than the remainder of the formula. 
In no case should he be allowed to manufacture jam with less than 30% of the 
named fruit. 

We submit that these practices of the buyers and manufacturers with unfair 
competition and quality reductions have caused heavy losses to the growers, 
decreased buying power on the growers part, increased farm mortgages, and 
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increased high interest bank indebtedness. In many cases complete insolvency 
has resulted and the loss of life’s savings to suit the whim of the big buyer of 
the chain and departmental stores for cheaper products in order that he might 
crush his competitor. We further submit that farm labor has been forced down 
by these methods in many cases to one dollar per day and even less for a 
married man for only part of a year’s employment with subsequent increase in 
relief and thereby increase of taxes.” 

The Actinc CHAIRMAN (Mr. Kennedy (Winnipeg) ): I would like to make 
one observation. You suggest that where the fruit content is reduced below 
48 per cent there should be a provision for some marking on it—a heading 
“compound jam” instead of fruit? 

The Wirness: Yes, instead of “strawberry” it should be “compound” jam. 

Mr. SENN: Did he not go further and say they should not be adulterated 
any more than maple syrup? 

The Witness: No, I did not go that far. I pointed out that maple syrup 
could only be sold with the designation “pure”. I claim you should not allow 
jam with less than 30 per cent fruit content. 

The Actinc CHAIRMAN: To be sold by the name of fruit. 

The Witness: If sold with less than that it should be called “compound 
jam”. If it has 30 per cent or higher fruit content it should be called “straw- 
berry” or “peach” jam, or whatever it is. 

Mr. SommervVILLE: And the quantity content of each fruit should be on 
the label? 

The WITNESS: Yes. ° 

Mr. Senn: I asked you a question a moment ago about doing away with 
some of these lower grades that are provided by the regulation, and I under- 
stood you to say it would be in the interest of the grower to do so? 

The Wirness: It would, because it would tend to increase the use of fresh 
fruit, tender fruit in the jam; therefore, it would help the grower. 


The committee adjourned to meet at 3.30 P.M. 


AFTERNOON SITTING 
The committee resumed at 3.30 P.M. 


The Witness: We finished our brief on the canning and jam manufacturing, 
but there is one observation I should like to make, and that is unquestionably 
in rebuttal the contention will be advanced as.regards asparagus, that if it were 
not for the purchasing of the canners at the present time, the grower would be 
in a sorry position with regard to the disposal of his asparagus crop. That is 
quite true. The real reason for it goes back a number of years, and it must be 
established that the large increase in the acreage of asparagus during the past 
four or five years has been due to the development of the Canadian canned 
asparagus business. Previous to the development of the canned asparagus in- 
dustry, there was not anything like the present acreage of asparagus in the 
country. I say this so that you will keep it in mind. 


By Mr. Sommerville: 


Q. You have endeavoured to meet the demand of the canners for asparagus? 
—A. Yes, and in doing so the acreage has developed to such an extent that 
now, without the purchases by the canner, there is no doubt but what the grower 
would be in rather an awkward position. 
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By Mr. Edwards: 


Q. Has the canner increased the acreage?—A. ‘No, I do not say they have 
deliberately gone out and encouraged acreage, but the fact has been, anyway, 
that a demand has developed over quite a number of years and that has auto- 
matically produced an increased acreage. Without the canners’ support the price 
of asparagus would naturally be—it would be Just too bad. 

“Running through the story of manufacture and distribution of canned 
fruits and vegetables is the shadow of mass buying as inaugurated and developed 
by the chain and department stores. All growers contend that this buying 
system is one of the worst threats now confronting the primary producer. 

“is a factor in the canning situation and an equally important one in the 
sale and distribution of fresh fruit and vegetables. One well-known chain 
(A. & P.) operates on a system which must be regarded as the most efficient of 
all. This company buys from the farmers and pays itself a purchasing com- 
mission of 7 per cent. If this practice became general the contribution by the 
growers would carry all the purchasing departments of all the huge retailing 
enterprises for A. & P. officials have been known to boast of the fact that the 
7 per cent purchasing commission does maintain their purchasing department.” 


By Mr. Kennedy (Peace River): 


Q. What does that mean? There seems to be something missing there?— 
A. They come to a grower and they buy a load of cabbage, say, as happened in 
our district last spring. The growers sold them the cabbage in good faith, but 
when they received their cheque at the end of the week, there was a 7 per cent 
reduction, which we have explained. 

Q. ‘“—that the 7 per cent purchasing commission does maintain their pur- 
chasing department.” To just what part of it does that belong?—A. Fruit and 
vegetables. We are dealing with fruit and vegetables. 


The CHAIRMAN: You are dealing now with fresh fruit and vegetables? 


By Mr. Kennedy (Peace River): 

Q. That sentence is confusing, “That the 7 per cent purchasing commission 
does maintain their purchasing department.”—A. I mean if they all undertook 
to operate on the same basis. If one is able to get away with it, there is no 
doubt the others may in time. 


By Mr. Young: 

Q. Do you say that they bought a load of cabbage at a certain price and 
did not pay him the price?—A. Yes. 

The CHAIRMAN: Would you make that clear? Mr. Young’s question and 
your answer, I think, makes it a little difficult. 

The Witness: One specific case which happened in a district that had to 
do with cabbage is this: Last spring a buyer for the A and P. came into the 
district and he bought two loads of cabbage. The cabbage was delivered to 
the A. and P. warehouse in Toronto, and when the cheques were received from 
the A. and P. a week later, there was a 7 per cent reduction which was stated 
to be purchasing commission. 


By Mr. Young: 

Q. Did the farmer accept those cheques?—A. Yes, they had to in those two 
particular cases. They accepted the cheques, but refused to sell any more to 
A. and P.; but it is a common practice. 

Mr. Facror: Was the price fixed at the time of purchase? 

The WiTNEss: Yes, $1.25 a case. 
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Mr. SOMMERVILLE: They buy all fruit and vegetables from the Atlantic 
and Pacific Commission Company. 

Mr. Younea: He tells us a buyer for this company went and bought the 
cabbage from the farmer at a certain price. 


The Witness: Sure. 

Mr. Youne: And sent them a cheque for a different price? 
The WITNESS: Yes, sir. 

Mr. Epwarps: They deducted commission? 

The Witness: Deducted 7 per cent. 


Mr. Youna: They were buying; they were not commission men for the 
farmers? 


Mr. Factor: Were the farmers notified? 


The WitTNEss: These two farmers were not aware of the fact there was 
such a charge, because it was their first deal with A. and P. 


By Mr. Young: 


Q. Was there an agreement signed?—A. No, sir, there are very few agree- 
ments in those kind of things; all verbal deals. 
Q. I do not see how they can get away with it— —A. Well— 


Mr. SOMMERVILLE: We will have evidence from the auditors with refer- 
ence to the commission company in that particular instance who does this buy- 
ing and takes commission on purchases. 


By the Chairman: 

Q. Your object is to record the criticism of and objection to that practice?— 
A. Yes, sir. 

Q. You say it is commonly done?—A. By this one firm. 

“The bitterest complaints we receive from the growers have to do with 
the chain system practice of using fresh fruit and vegetables as leaders. Un- 
questionably the offering of fruits and vegetables at leader prices for the pur- 
pose of enticing consumers into stores has a detrimental effect on the market 
price of the article so advertised. The contention is that primary products, 
especially those of a perishable nature, should not be used to further the sale 
of other products that are priced on a highly profitable level. Then every time 
rival chains indulge in a little price-cutting war they automatically force down 
the price of the products at the expense of the producers. Repeatedly fruits and 
vegetables are sold at a loss so that the chains can, in their advertising and 
window displays, establish attractive leaders. The results of this practice are 
far reaching. Most of our fresh fruits and vegetables are sold through the 
medium of wholesale commission houses and trucker-buyers. Repeatedly the 
prices they establish are based on the advertising of the chain stores. A trucker 
dickers with a farmer for a load of produce. The farmer is holding out but, 
invariably, when a daily paper is produced carrying a chain store advertisement 
in which the said produce is offered at a price much below that demanded by 
the grower, the argument is over. To illustrate the point may I relate a deal 
in which I was an innocent participant. Last year, just as we were about to dig 
early potatoes I entered into a contract to sell a chain store company 5,000 
baskets of potatoes at 30 cents each, delivery spread over the week. The 
chain, in turn, advertised and sold the potatoes for 35 cents, a spread which 
was certainly not out of the way. By the end of the week the chain sought 
to make further purchases at the same price but I refused to sell because we 
were enjoying a rare thing—a rising market. This was on Friday. The 
chain buyer then moved fast in an effort to round up enough potatoes to meet 
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the anticipated demand of Saturday, having in mind his advertised price of 
35 cents. By Saturday the wholesale price had jumped to 40 cents but the chain 
buyer went into the open market at Hamilton and bought hundreds of baskets 
at the 40 cent price, rushing them to his stores for sale at 35 cents. Late in 
the day he woke up to a realization that the heavy sales in the stores were 
not due to consumer buying but rather to purchases, in quantity, by truckers 
and pedlars, who had discovered that the chain store in question was at least 
5 cents per basket under the market. 

Only the other day the buyer of a Toronto department store communicated 
with the Secretary of the Ontario Growers’ Markets Council. He desired 
information as to where he could pick up a quantity of shallot onions. ‘You 
are out of luck, there aren’t any in the province,’ our secretary replied. ‘But 
I’ve got to get some,’ the buyer answered. ‘I’ve advertised them for sale to- 
morrow’. 

From each case the lesson is on of advertising and its adverse effects. The 
advertiser was really conducting a ballyhoo on something he didn’t have and 
certainly there was never at any time true knowledge of market or price condi- 
tions. The advertising system employed does much to prevent growers enjoying 
any possible advantages of normal price fluctuations due to weather conditions 
or other factors. Once the chain has established a price for any one of the 
many fruits or vegetables it refuses to change to higher levels even though 
crop conditions warrant a rising market. There is no doubt but the inability, 
in recent years, to move up prices after a glut low, is due to the chain store 
system of merchandising. There may be some advantage to the consumer but 
it is very questionable if the slight advantage thus gained by the consumer 
makes up for the loss to the farmer and the inevitable reduction of his purchas- 
ing power. 

Recently the Toronto wholesale jobbing trade was endeavouring to re- 
organize their credit system. With one exception all the Chain Stores concurred 
in the request of the wholesale jobber trade for weekly payments for all produce 
purchased from them. The one exception, however, was quite indignant that 
they should be asked to pay cash weekly for their purchases, even though all 
transactions through their outlets are on a strictly cash basis. They even said 
that while they were now receiving thirty days’ credit, they intended to ask 
for a longer period. Under the present system, they were able to make on 
interest around $2,400 per year on the fruit trade. They felt this was not suffi- 
cient and that they were entitled to more. However, if the jobbers would agree 
to give them a liberal cash discount, they would fall in line on the weekly pay- 
ments.’ 

Mr. Kennepy (Winnipeg): What do you mean by being able to make 
$2,400 interest on their deposits? 

The Witness: On the use of the money. 

Mr. Kennepy (Peace River): They get cash for sales. 

The CuatmrMAN: They have a 30 day use of the money and they sell for 
cash. 

The Wrrness: The point I am trying to make is these commission houses 
are handling purchases on a commission basis of 124 per cent, and naturally 
with the great difficulties they have in collections the tendency is for it to 
rebound on us. 

The CHaAmRMAN: They demand a wider margin. 

The Witnzss: Yes. 

“Another instance—of interest to producers especially—concerns one of 
our vegetable growers near Toronto who had been selling produce from day to 
day to a chain organization, possibly the same one I have just referred to. On 
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this particular day the chain organization called the grower by long distance 
‘phone, reversing the charge to the grower’s account and ordered fifty hampers 
of cauliflower at 45 cents per hamper, to be delivered to four or six stores that 
day between three and four o’clock. At eleven o’clock the grower received 
another call, the charge being reversed to him as before, and was told the 
cauliflower must be delivered before two o’clock. The grower had sent his 
truck into Toronto on other business and did not expect it back in time for 
the earlier delivery as now requested. This, however, did not have any effect 
on the buyer, who told him the cauliflower must be there at two o’clock or 
else the order would be cancelled. The grower had the cauliflower already 
packed and crated and had to hire a truck to make the trip at a cost of $3. 
The next morning, still expecting his 45 cents per dozen, another call with 
charges reversed as heretofore, came through advising that the market had 
dropped and they were only able to pay 35 cents per dozen.” 

Mr. Kennepy (Winnipeg): Is there any reason, Mr. Chairman, when an 
allegation like that is made, why we should not be given the name? 

The Wirness: I can secure it. 


By Mr. Kennedy (Winnipeg): 
Q. Will you give it to the committee in confidence. I may say we have had 
some reluctance in getting certain growers to appear here. 
Q. That is a definite allegation?—-A. We will be glad to give it in confidence. 
The grower, I think, will be prepared to come forward. 
Q. That is a definite allegation against a certain organization. 
The CHarrMANn: Give both the grower and the buyer. 


By Mr. Ilsley: 

Q. There was only 35 cents paid?—A. Yes. 

Q. The other ten cents is still due?—A. Well, I think the grower would like 
to think it is still due. 

Q. It is, if what you state there is true?—A. Yes. 

Mr. Kennepvy (Winnipeg): You mean he will always have it coming to 
him? 

The Witness: Always. 


By Mr. Ilsley: 

Q. In other words, he will do no more business unless he accepts the 
terms?’—A. They won’t deal with him. One of the leading vegetable growers 
of Ontario has had long experience with the chains. He finds they are not 
interested in handling fresh produce at the beginning of a season when supplies 
are limited. Neither are they interested in quality products. He says—I quote 
from this grower. Incidentally, he asked not to be called, although he is quite 
prepared to give anything in confidence. He makes no special charges. 

Mr. Factor: Why is he afraid of being called? 

The Witness: He states the moment he is called to appear before this 
committee, he would lose the business. 

Mr. Youne: It is not much value to him, is it? 

The Witness: Yes it is, those days. 

Mr. SomMeErvitLe: Anything is of value in the way of purchases. 

The Witness: It is not in the days when a grower can pick and choose, 
but he has got to take a lot of this stuff and like it. 

“Our experience with the chains is that they quite effectively block the 
distribution of Canadian produce as it comes on the market. They will not 
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handle any line until it is well established. Frequently their buyer claims 
the price is too high and he will wait until it becomes cheaper. At the same 
time other stores in the same localities are getting a good sale at a reasonable 
profit. Their contention is that a large profit at the beginning of the season 
retards the legitimate sale, although it was not so before the advent of the 
chain system. At all times they seek to force down prices. They will not 
trust their store managers to buy anything even if he knows there is a real 
demand for it. They demand a daily delivery but their system does not permit 
of readily fluctuating prices and they are not in a position to assist in a down- 
ward or upward revision of. prices should weather conditions demand it of 
perishable products.” 

Now, you may inquire, gentlemen, why we are interested in a downward 
revision of prices. Well, there are times when the market warants a downward 
revision because of say a glut condition, and if the downward revision were 
ae promptly, it would help to make purchases and clear up that glut 
condition. 


Mr. Youne: We are interested in knowing why they are not interested in 
a downward revision. 


The Witness: I think it is their system. The majority, as I understand it, 
advertise on a three day basis, and they try to maintain a standard price for the 
duration of the advertising period. 


Mr. SOMMERVILLE: The next sentence helps. 


The Wirness: ‘‘ They frequently set a price on Wednesday for a balance 
of the week and that selling price will be maintained regardless of any natural 
change in the wholesale price. If the wholesale price advances and their supply 
is limited or even if they are sold out their price holds to the detriment of the 
farmer in his sales to other people. If the wholesale price drops their stores 
simply do not get distribution and at this time they are of no assistance in 
extending distribution. Each chain has one buyer for a city and if his guess 
as to what a price should be is wrong, it is the growers who suffer as with a 
price too high distribution is again blocked. On the other hand their losses are 
restricted as they only buy one day’s requirements at a time even though their 
advertising may be set for three days. They will not handle the best quality 
of such lines as cauliflower as they want one price in all stores in the same 
district. Individual store managers know better than a general purchasing 
agent what they can sell with a change in price but the producer cannot deal 
with and must wait while the system gets under way. This very often results 
in a hold up for a full day on goods which should be moving. It has the effect 
of checking distribution to the grower’s loss. 

Of recent years another evil has crept into the picture to the detriment 
of distribution. We refer to the chain wholesaler who is either a subsidiary of 
a chain company or is a wholesaler with a working agreement with a chain 
store group. Some of them are:— 


Atlantic Commission Company, subsidiary of the Atlantic & Pacific Tea 
Company; 

National Grocers Limited, catering to Red & White Stores in Ontario; 

Western Grocers Limited, looking after Red & White in Western Canada. 


There are others including Canada Packers Limited, who have been in- 
truding on the fruit and vegetable business, apparently for the purpose of 
furthering the sale of fertilizers, which is one of their principal- by-products. 
It is not uncommon for Canada Packer agents to approach heads of co- 
operatives, as well as large producers and offer to handle certain lines of produce 
providing the co-operative or association will undertake to purchase their 
fertilizers from them. This club has been used on onion, potato and grape 
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growers principally but may be extended to other products. One particular 
shipment of grapes was handled by Canada Packers Limited last fall for $12 a 
car. This automatically depressed the market in the area into which the ship- 
ment was made to such an extent that many days elapsed before the trade 
could resume business.” 

You see, there are 1,200 baskets of grapes in a car, and they handle it on 
the basis of one cent a basket. 


By Mr. Sommerville: | 
Q. What do you mean by that reference, Mr. Robinson?—A. Their spread 
is not a basic commission. 
The CuairMaN: Or handling charge. 


The Witness: The handling charge was too low compared to the handling 
charges of the legitimate trade, and they were able to place the article in this 
market at a price which the legitimate trade could not meet. 


By Mr. Senn: 


Q. Do you know whether the producer received the usual price?—A. The 
producer received the current price for his grapes. I think it was around 17 
cents on this particular deal. There was nothing wrong with that. But they 
shoved this one car at this low handling charge, out of all reason; and they 
shoved the car into a good area, and they were able to put it into that area 
below the price of the legitimate trade; and it had the effect of blocking further 
sales for a time in that area. 


By Mr. Factor: 


Q. What is the usual handling charge?—A. It varies. I think they figure 
that 3 cents is a fair charge. 


By Mr. Kennedy (Peace River): 

Q. Was this just an isolated deal?—A. I think what we are trying to 
bring out with these people is that they are shoving the business. Generally 
they step into an area and they do dispose of some of our goods, but it is an 
effort to shove along their fertilizer business. 


By Mr. Sommerville: 

Q. That you say is the result of an arrangement made when the grower 
buys the fertilizer, that they will handle his products?—A. The grower on 
this particular deal did not suffer, but the other growers did suffer in the 
succeeding two or three days. | 


By Mr, Kennedy (Winnipeg): 


Q. How did their low handling charge put them in a preferred competitive 
position?—A. They would be 2 cents under a regular shipment which has a 
3 cent handling charge. 

Q. Would they not charge less?—A. Yes, they would; two cents less. 


By Mr. Sommerville: 
Q. Sell for less to the dealer?—-A. Yes. 


By Mr, Senn; | 


Q. And I suppose if that particular producer had more grades to sell he 
would suffer as well?—A. Yes. Although he would not recognize it at the time. 
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“Others of the chain wholesalers have adopted the policy of securing their 
supplies through employees or buying brokers who purchase direct from the 
growers on a salary of per package basis, the wholesaler absorbing the normal 
spread between producer and retailer, only to such an extent as will enable 
them to sell under the independent wholesaler. This tends to eliminate fair 
competition and has a restrictive influence on distribution. 

Stability of markets, once enjoyed and always the desire of any grower, is 
a thing of the past because of the combined practices of these two groups. 
They ignore the old law of supply and demand, and instead of the growers’ 
reaping the benefit their labours and investments entitle them to, they are fast 
becoming serfs of these business combinations and will continue to be tied 
hand and foot unless some regulating influences are brought to bear. Possibly 
the Natural Products Marketing Act will be the much-sought answer. The 
prayer of the growers is that it will be. 

Confronted with steadily decreasing prices fruit growers and gardeners 
have been forced to give serious thought to the question of costs of produc- 
tion. Following the practice common to the big business executives they have 
been successful in reducing some of the items such as labour, which always 
suffers first, but in other matters have encountered conditions which show an 
amazing attitude on the part of allied industries to exact the maximum even 
though they are slowly squeezing the last penny out of the people who are 
the foundation of their entire business operations. It matters not to these 
gentry that farm labour is to-day being paid as low as $1 a day on farms where 
the rate three years ago was $2.50 and $3 a day. Even the fines levied on the 
basket manufacturers for violation of the Combines Act failed to serve as a 
warning, in fact, some of these allied industries have, if anything, become 
bolder and more ruthless. Many of them could be safely investigated but 
in the hope that examination of the practices of the fertilizer companies will 
have a salutory effect we are content, at the moment, to bring before you a 
condition of affairs which we believe is intolerable. We charge that certain 
fertilizer manufacturers are party to a price fixing structure which has for its 
purpose the maintenance of prices that permit of an exorbitant margin of 
profit as far as the gardeners and fruit growers of that section of Ontario west 
of a line drawn from Kingston to Pembroke are concerned. No section of 
agriculture is as vitally interested in fertilizer costs as gardenering and fruit 
growing. Because of modern methods of intensive culture, producing two and 
three crops to the given acre in the season, the gardener is perhaps the heaviest 
purchaser of fertilizers, hence his vital interest in the subject.” 


By Mr. Factor: 


Q. Mr. Robinson, you allege a price-fixing combine; why do you not take 
proceedings under the Combines Act?—A. We may have to. 

Q. Is not that the mode of procedure open to you. I mean, that there is 
a direct allegation that there is a combine with a price-fixing objective; the 
Combines Act provides a remedy for that?—A. If your suggestion is that that 
is the way we should proceed I imagine we would do that. 


By Mr. Young: 

Q. You said something about the price of baskets; did you ever try to 
buy a basket from the United States, and did not the customs instruct you 
that you had to pay a higher price for those baskets?—-A. Not to my knowledge. 

- Q. Have none of your growers had that experience?—A. Not that I know 
of personally. 

Q. I thought it was rather common knowledge. 
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“It is common knowledge that there has been a vast improvement in the 
manufacture of fertilizers in recent years. This improvement has made it safe 
for the farmer to mix his own fertilizer combination, buying the ingredients 
direct and eliminating the high toll demanded by the companies manufacturing 
the prepared mixtures. Home mixing is a money saver and the practice has 
shown signs of rapid extension. To stop it and to protect investments in plants 
which are fast becoming a heavy burden to the farmers, the companies have 
reached an understanding which has for its objective the stamping out of home 
mixing and discouragement of the establishment of cheap but satisfactory 
co-operative mixing plants by groups of growers. The method of tackling this 
problem has been to make it as difficult as possible for the grower to buy his 
materials. True, he can secure the materials but only through controlled 
channels in which the price is rigidly maintained at a figure which tends to 
discourage the practice. 

This price structure is maintained by an organization known as the Eastern 
Canada Fertilizer Association of which A. L. Smith is president and Alex 
Mooney, secretary. They, undoubtedly, are in a position to supply the 
committee with some illuminating information and we suggest they be asked 
for the following:— 


1. Costs on which they base consumers’ prices showing cost to the manu- 
facturers per unit of mixture—nitrogen, phosphoric acid and potash. 

2. Factory cost of mixing plus bags, per ton. 

3. Factory cost per ton ready for shipment of, say, the following mixtures: 


2—12— 6 
4— 8—10 
2— 8— 6 


4. Cost of selling, interest on investment, depreciation allowances, etc. 

5. Dealers’ prices, dealers’ profits, consumers’ prices less discounts compared 
with factory costs. 

6. Investment in plants for manufacture of fertilizers, exclusive of super- 
phosphates. 


We have reason to believe the farmers, in respect to this last item, are 
being asked to carry investments, which, in the hght of modern knowledge of 
fertilizers, are no longer economically sound. 


By Mr. Sommerville: 


Q. Before you go any further with that I would like to ask you a question 
in regard to the difficulty which you say you experience in buying fertilizers 
separately so you can mix them; that practice or condition does not obtain in 
the Maritime Provinces, does it?—A. No, sir. It does not obtain in the Mari- 
times or Quebec, they buy their fertilizers much cheaper in the Maritimes than 
we do in Ontario. ) 

Q. And it does not obtain in Ontario east of Kingston?—A. No, sir. 

“One of the illuminating features in this fertilizer business is the deal as 
it applies to that triangle of Ontario within the points Kingston, Ottawa, 
Montreal and to all Quebec. In the latter province and that part of Ontario 
east of the Kingston-Pembroke line fertilizers can be purchased at an average 
of $11 per ton less than in what we will term western Ontario. Here are some 
of the cash prices:” 


By Mr. Sommerville: 


Q. You are now going to give us the comparative prices on mixed fertilizers 
between Ontario and—?—A. The eastern counties. 


Q. The eastern counties of Ontario and Quebec?—A. Yes, sir. 
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Q. And the Quebec price that you give applies not only to the Province of 
Quebec, but to that part of the Province of Ontario east of a line drawn from 
Kingston to Pembroke?—A. Yes. 


“Mixed fertilizers— Ontario Quebec Difference 
Boh Oleg we es. 34.65 25.00 9.35 
eh BT AR 29.00 8.45 
412_10.. .. .. .. 41.10 28.00 13.10 
6— 8—10.. .. .. .. 46.65 31.50 15.15 
Ver ee 0 a me ce 48-064 30.50 18.15 
o— 8—7.. .. .. .. 40.40 29.50 10.90” 


By Mr. Factor: 


Q. What are these secret figures which you were giving us, does that 
indicate the mixture?—A. That is the mixture. 

“The combine will argue that the Quebec prices are due to the buying 
capacity of the Co-operative Federée de Quebec which purchases for over one 
hundred co-operative locals but the answer to that is the eastern Ontario does 
not come under the Quebec Federée and yet the Quebec prices prevail in the 
eastern counties of Ontario. 

Proof of an agreement and of the existence of the Kingston-Pembroke line 
is found in the experience of a growers’ association in Northumberland county. 
Early this year the secretary of the association contacted a Quebec manufac- 
turer and after correspondence forwarded an order on the following price basis: — 


Petter fst oieialicd dorseioeadliteg'thork tidue tebe cookies 27.00 
iret Seek O ackasecdoste bac acs, Sihenrta. cadens lel bein, seorenans curate: 30.00 
eco LW epee agente tesla rere ss cee nen wi 32.00 


Shortly after the order had been mailed word was received from the manufac- 


turer that he was forced to refuse the order because Brighton was west of 
Kingston.” 


By the Chairman: 


@. You could almost buy that in Eastern Ontario and ship it in yourself, 
could you not?—A. No, sir. 


Q. Why not?—A. They won’t let you. 
Mr. SomMervitte: He is giving us an example here. 


By Mr. Senn: 


Q. Do you mean to say that you cannot buy the ingredients separately and 
bring them in and mix them yourself?—A. You might, through indirect channels. 


By Mr. Kennedy (Winnipeg): 


Q. But not if you disclosed what you wanted to do?—A. I think you would 
have difficulty. I think we can prove that. 


By Mr. Senn: 


Q. Do all these mixtures come from the United States?—A. No, sir. They 
are made in Western Ontario. Some of the ingredients may come from the 
United States, and in some cases you would have trouble buying from the 


States. | 
By Mr. Young: 


Q. Could you not bring in the finished article from the United States? 
A. I do not think it would be desirable. 
Q. Why?—A. Freight and duty. 
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Q. What is the duty?—A. I cannot tell you. 

Q. You said a moment ago, word was received from the manufacturer that 
he was forced to refuse the order—who forced him?—A. Well, that is a matter 
of supposition. 


By the Chairman: 


Q. Will you let us have the name of that manufacturer, give it to the Counsel 
for the committee?—A. I can give you the letter from the grower, giving us the 
information, I have it here. 

Q. Give it to counsel for the committee?—A. He could supply us with the 
manufacturer’s name. 


Mr. Factor: We are learning a lot of things. 


The Wirness: “Perusal of attached documents—price lists and instructions 
to dealers—will show how the price structure is maintained. Examination of 
witnesses will bring out the extreme spread between costs of production and the 
selling price to the farmers. Quebec farmers benefit because they are supported 
by the provincial department of agriculture in all their negotiations and because 
government financial assistance is available for mass buying while Western 
Ontario is forced to carry a costly selling organization with keen competition 
although this competition gains the farmer nothing because of the measure of 
price control. In addition the method of carrying on the business in Western 
Ontario places the responsibility for collections on the shoulders of the farmer- 
agents and materially adds to the burden. Report has it that there are some 500 
or 600 of these farmer-agents selling fertilizer and taking a toll of the business. 

It is charged that the Eastern Canada Fertilizer Association maintains a 
black list and that on it are to be found the names of cooperatives and individuals 
who have been content to handle fertilizers on a smaller margin than that 
demanded by the Association. Some of these cooperatives and independent 
agents are able to carry on by bootlegging some of their ingredients and by use 
of substitutes in their mixtures. 

Consideration of attached price lists will prove the existence of an agreement 
while we are convinced it will be possible for the committee to develop the 
extent to which pressure has been placed on firms handling such materials as 
sulphate of ammonia, potash and nitrate of soda by manufacturers of mixed 
fertilizers with an old friend, Canada Packers Ltd., foremost in the set-up.” 


The Cuarrman: Now, you are going to file the document you have just 
referred to. 


By Mr. Ilsley: 


Q. What is the reason they do not do something like this east of this line? 
—A. My understanding of it is, that some of the Quebec people have been selling 
in that area for a number of years, and they have made an arrangement to re- 
serve that area for their own purpose. That was given to me here in Ottawa 
last Friday by the representative of the Quebec Cooperative Federee. 

Q. There are other companies again selling to the Maritime Provinces?— 
A. That is my understanding of it. 


By Mr. Young: 


Q. Might I ask you, Mr. Robinson, who prepared this brief?—A. I did, 
sir, from information and the contribution of growers and others. 

Q. What others?—A. Some one or two individuals interested in the jam 
business, one or two people interested in fertilizer sales. 

Q@. And that is all?—A. Yes, sir, but largely from the growers. 
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By Mr. Sommerville: 


Q@. The organizations in the council are those that I mentioned at the 
beginning the session on this subject, are they not?—A. Well, that is not the 
council proper, but those people have been interested in the preparation of the 
brief, 

Q. The resolution came to us from a meeting of these organizations which 
requested this inquiry?—A. Yes, sir. 

Q. The Ontario Fruit Growers’ Association, the Ontario Vegetable Growers’ 
Association, the Provincial Canning Growers’ Committee, and the Niagara 
Peninsula Fruit Growers’ Association?—A. Yes, sir. 

Q. And the Ontario Growers’ Markets Council?—A. Yes, sir. 

@. And these organizations represent, or can you give us any idea of the 
number of members or growers?—A. We believe there are about 25,000 fruit and 
vegetable growers in the province of Ontario, and these organizations would be 
speaking for the vast majority of them. 


By Mr. Factor: 


Q. What is the solution for the problem of the evil effect of the chain 
store on the fruit growers and vegetable growers? You have given us your brief. 
Now, can you suggest what this committee should do?—A. I think you ought 
to give me an opportunity to prepare another brief on that. 

Q. I think it would be interesting, but assuming that your brief is correct 
in stating the evil effect of the chain store, what are we going to do about it? 
—A. I think there should be some measure of control. I do not profess to know 
the answer, but it seems to me there should be some control. 


By Mr. Sommerville: 

Q. The price lists that you have furnished are the price lists of various 

dealers in fertilizer?—A. Yes, sir. 
is Q. And you say the price lists give evidence of their being in agreement? 

—A. Yes, sir. 

@. You mean they are all in line with one another?—A. Yes, sir. 

Q. And the prices are identical?—A. They. are uniform. 

@. Uniform?—A. Yes. 


By Mr. Senn: 


Q. Would you name the different corporations that are interested in that? 
—A. I cannot give you that, no, sir. 


By the Chairman: 

Q. I suppose you submit that differential in price between eastern Ontario 
and Quebec and western Ontario is evidence that the prices in western Ontario 
are being maintained and are out of line with what, on a competitive basis, they 
ought to be?—A. Yes, sir. 


By Mr. Factor: 
Q. Have not you touched the problem there, that there they are enabled 
to have mass buying?—A. Not in eastern Canada. 
Q. Well, in Quebec the government gave financial assistance for the pur- 
pose of mass buying?—A. That is one reason for it, and the fertilizer people 
will undoubtedly advance that, but that does not affect eastern Canada. 


By Mr. Sommerville: 
Q. That does not affect Ontario?—A. No. 
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By Mr. Factor: 

Q. Well, if it is right in the case of the fertilizer to have mass buying what 
is wrong with the chain store in mass buying the product?—A, It might be all 
right. 

By Mr. Kennedy (Winnipeg) : 

Q. I would like to draw attention to certain provisions in this sample 
_ grower’s contract I have before me. I understand you filed typical original 
erower’s contracts. I will not mention the names; they are all uniform. I 
draw your attention to certain matters at the beginning of the contract. This 
is a contract between the Canadian Canners Limited and a gardener for the 
delivery of tomatoes for this season’s crop. At the beginning it starts:— 


TERMS AND CONDITIONS 


Produce of all kinds must be strictly first class in size, quality and 
condition; absolutely fresh, firm and clean and in the very best condition 
for the purposes required. 

Then going on:— 

The company, or its agent, is to be exclusive judge of the quality 
of all produce and of its condition and fitness for canning. When any 
produce is not judged to grade first class according to contract, a reduced 
price fixed by the company may be paid therefor, which must be accepted 
by the grower, or such produce may be rejected entirely. 


Now, I may say I am familiar with contracts reading similar to this, but there 
is often a great difference between the letter of a contract and the spirit in 
which it is enforced. Reading that language I would say that all the power 
there rests with the canner. It first provides, that the produce must be first 
class, and so on, and then goes on to say, that the canner or his agent shall be 
the exclusive judge as to its condition and can reject it. Now, in the operation 
of that contract, or similar contracts, what has been the attitude of the company 
towards their interpretation of these contracts?—A. My advice is that they 
interpret the contract to suit their own purposes. 

Q. You mean arbitrarily?—A. Yes, sir. 

Q. And do you say unfairly?—A. Yes, sir. 

@. And you propose to produce witnesses to substantiate that?—A. Yes, sir. 

Q. Then a further point just there, where the company or its agent so 
decides under this contract that a given shipment is not up to standard, not 
judged to grade first class under the contract:— 


a reduced price fixed by the company may be paid therefor, which 
must be accepted by the grower, or such produce may be rejected 
entirely. 


To what extent has that power been exercised?—A. I cannot tell you. 
Q. You do not know?—A. No, sir. 
@. Then another phase of it:— 


All produce when fit for delivery and acceptance within this con- 
tract shall at the option of the company, on notice to the grower, become 
the property of the company. 


Now, I interpret that as meaning this, that if you are a grower of tomatoes and 
you have signed up under one of these contracts then at the option of the com- 
pany giving you notice that crop, while still on your land, becomes the property 
of the company?—A. Yes. 

Q. And they can exercise it, because this gives them the right to go in and 
possess it?-—-A. I do not know of any case where they actually did. 
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Q. That is what I want to get, because it goes on to say:— 
and the company shall have the right after such notice to enter upon the 
lands where the same is grown, or wherever it may be, and to take 
possession thereof and all costs, charges and expenses of taking and 
acquiring such possession shall be charged against the grower— 
A. Not to my knowledge; I do not know of any case. 
Q. It then goes on to provide, that even after they notify the grower, after 
it has become the property of the company:— 


and be deducted from any moneys payable to him, but the said produce 
shall at all times, until delivery thereof at its said factory be, and remain 
at the growers risk and subject otherwise in all respects to the terms of 
this contract, and the company shall not be hable to pay for any produce 
not so delivered to and accepted by it at its factory. 


Do you know of any hardship arising from that clause?—A. Not to my per- 
sonal knowledge. . 
Q. One other thing:— 

If the grower grows similar produce for, or supplies to other canners 
on or from the same land or other lands, this contract at the option of the 
company may be cancelled and terminated by the company at any time, 
in whole or in part, or to such extent as the company, by written notice 
to the grower may determine. 


That raises the question of you, a grower, having contracted with a can- 
ning company for the sale of the produce of three acres of tomatoes; under 
this contract they can prevent you from growing on that land that you have 
for another company?—A. I do not know of any case where they have but our 
tomato growers may be able to give you information on that. 

Q. Further:— 


The company reserves the right to cancel this contract on or before 
March Ist, next, by. notice to the grower. Any notice to the grower 
hereunder may be given by mailing it in any Post Office addressed to 
him at his address as shown hereunder or delivered personally or left 
for him at his residence and shall be deemed to have been received by 
him if mailed, one day after mailing, or if left for him at his residence, 
on the day it is so left. 


A. Quite true. 

Q. You are familiar with those conditions?—A. Yes, sir. 

Q. This is the uniform contract under which the growers deal with the 
canners?—A. Yes, -sir. 

Q. Well, all the comment I would make is this: That.in view of this 
evidence and similar evidence that we have had in connection with the growers 
of tobacco, the primary producers, so far as-I am concerned, are in a similar 
position to an army armed with clubs and scythes compared to an army equipped 
with the most modern mechanized equipment?—A. Usually the grower or the 
farmer is not organized at all because of the fact that for years he has had 
an inherent aversion to regimentation. He is hopelessly licked before he starts. 

Q. Well, the point is, that under a contract like this the company has all 
the power?—A. Yes, sir. 

Q. If they want to exercise it?—A. Yes. 

Q. And has there never been any action taken about the unfairness of that 
contract?—-A. The individuals have expressed themselves forcibly by talking 
to some grower organizations, but there has never been any action taken on 
the part of anybody that I know of. The average grower finds himself help- 


_ less to beat such a contract. 


Mr. SoMMERVILLE: He cannot, there is the contract. 
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By Mr. Factor: 

Q. How long has this form of contract been in existence?—A. I have been 
in the business fourteen years and I think they have been using that form for 
that length of time more or less. 

Q. I suppose what they want, Mr. Robinson, is, instead of being armed 
with clubs and scythes against modern machine guns, to be placed either on 
an equality in armament or let everybody disarm, put them all on the same 
level—A. One or the other. Of course, I think they would rather have a little 
heavier armament and go to it. | 

Q. In these days there is a great urge for universal peace?—A. I may 
say that whether it is right or not, whether we are unjust to the canners or not, 
the sooner the canners recognize the fact that the farmers hate their very name 
and change their tactics throughout the whole province of Ontario the better 
for themselves. Now, we may be unjustly accusing them; we may not have all 
the facts, and possibly when they tell their story it may be that we are abso- 
lutely wrong, but my personal experience, of over fourteen years in the garden- 
ing business, to put it frankly, the grower has not a chance; he is licked before 
he starts. 


By Mr. Sommerville: 

Q. Then the net result of the argument of your brief with respect to the 
method with which the prices are fixed for the finished product is this, is it not, 
that the chain store has obtained a price of from 72 to 75 cents a dozen for 
your canned packages?—A. Yes, sir. 

Q. And that that price, you say, is, on the admission of the canners, below 
the cost of production?—A. Yes, sir. 

Q. That the canner then out of that reduced price of 72 cents to 75 cents 
a dozen takes the cost of processing plus a reasonable profit, plus the cost of 
storing until they are delivered to the large buyer, and whatever is left goes 
to the farmer?—A. Yes, sir. 

Q. Now, that is the order of things?—A. Yes, sir. 

Q. And you say that the process is wrong?—A. It should be reversed. 

_ Q. They ought to start with the cost. of production to the primary pro- 
ducer and build upon that?—A. Yes, sir. 

Q. And the net result of building upon that would be a very little alteration 
in the price to the consumer, would it?—A. Very little. 

Q. You were referring to different sized packages. Here are two cans— 
tomato cans. You will observe that one of these is the standard 16 ounce can? 
—A. Yes, sir. 

Q. This is a new one, I am told, just put up within the last thirty days, net 
weight 145 ounces, 14 ounces less than the 16 ounce can; drained weight 7 
ounces; that is a little less than 50 per cent solid?—A. Yes, sir. 

Q. Solid tomato?—A. Yes, sir. 

(. 14 ounces net weight would mean on that basis about 2 ounce less solid 
weight. What can be the object of producing a can that is out of standard for 
the sake of # of an ounce of solid tomato? Can it have any effect at all on the 
price to the grower, # of an ounce of tomato?—A. It would have an effect. 

Q. It would have an effect?—A. Yes, sir. 


By Mr. Factor: 


Q. What is the price to the consumer of the small packages?—A. I have not 
the least idea. 

Q. The consumer, in looking at those two packages, can tell they are not 
the same. 


Mr. SomMERVILLE: If you look at them side by side. 


PRICE SPREADS AND MASS BUYING 1987 

The Witness: I do not think the consumer to-day is buying that way. I 

think the consumer to-day, through advertising urge, is buying by price. We 

have run into it this week for fresh produce; we ran into it yesterday with 

asparagus. The average individual does not stop long enough to consider that 
slight difference. 


By Mr. Sommerville: 


Q. You see, if you only have them in the store there is nothing to compare 
is with, but if you have them side by side then you can tell.—A. Yes. 

Mr. Kennepy (Peace River): Is the price marked? 

Mr. SommerviILuE: No, there is no price mark on this. There is nothing on 
the standard tin, just the 16 ounces, but there is on this tin, which is a sub- 
standard, a small type size with the weight 144 ounces. 


Mr, Factor: Of course, it depends on what the consumer pays for the two. 
Mr. SoMMERVILLE: I fancy so. 


Mr. Kennepy (Peace River): Do you say, Mr. Sommerville, there is a dif- 
ference of 2 of an ounce solid? . 


Mr, SomMERVILLE: Well, the net weight of the whole liquid and solid is 144 
ounces, that is 14 ounces of the liquid and solid less than the standard. The net 
weight of this can, drained weight, is 7 ounces; that is a little less than 50 per 
cent of the content of solid, and therefore the net weight, the drained weight of 
14 ounces would be # of an ounce. 


Mr, Kennepy (Peace River): The amount of tomatoes in this is just worth 
a cent. 
By the Chairman: 


Q. Having in mind this differential in size, what is the attitude of the grower 
towards the variation in sizes? —A. We want standardization and we want to 
stop this practice of the chain leading the processor into similar channels. 

Q. Of variation?—A. Yes, variation. We want to stop that if we can. 


By Mr. Factor: 


Q. What is the attitude of the consumer toward it?—A. I do not think the 
consumer is really aware of the situation. I honestly think if the consumer 
knew of some of our difficulties he would be with us. I am quite convinced that 
the consuming public in Canada is with the primary producer. I do not think 
there is any doubt about it. 


By Mr. Young: 


Q. Can you tell me then, Mr. Robinson, what happened here a few weeks 
ago when the price of cauliflower was trebled they suddenly disappeared?—A. I 
do not know of the particular instance. 

Q. Had it anything to do with seasonal duties going on?—A. I cannot tell 
‘ you. I would have to know the details. I do not think it is fair to ask me 
because I do not know anything about it. However, I do say this, that the 
grower is just like anybody else, that he can get the price of his product too 
high, and when he does get it too high the answer is automatic and sudden and 
sharp. The buying stops, that is simple law. 

Q. In your brief you have given us considerable information about the 
pressure that is put on the canners by the chain stores. Where do you get this 
information? You are a grower; you do not represent the canners or the chain 
stores—A. The lead to it came from an article by the cost accountant of 
Associated Quality Canners, one of the largest companies in Ontario. 
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Q. That is the lead?—A. Yes, sir. We followed it up in the usual channels, 
discussing with canners. I think if you bring some of the independent canners 
here— 

Q. You went to the canners to get this information?—A. Through round 
about methods. 

(). Have you any other source?—A. I think it is general knowledge through- 
out some districts that such things are taking place. 

Q. And that is the only source you have?—A. Yes, sir. 


By Mr. Sommerville: 

@. I think you quoted from Mr. Tallman’s article, did you not?—A. Yes, 
sir. 

Q. And Mr. Tallman is the cost accountant of the Associated Quality Can- 
ners?—A. Yes, sir. 

). And they are a very large organization?—A. Yes, sir. 

Q. Next to Canadian Canners probably the largest in Canada?—A. Yes, 
sir. . 

By Mr. Factor: 

Q. I was always under the impression that during the last few years the 
canners were in pretty bad shape, that they had been losing money?—A. My 
answer to you, Mr. Factor, is that I think possibly there is some justification 
for that statement as it refers to some of the canners. I do not think it refers 
to all, but unquestionably refers to some. 

Q. They are in bad shape?—A. Undoubtedly some of them are from what 
knowledge I have. I think it is due to price war in part. However, I am not 
conversant enough with the facts, but I would say that that has something 
to do with it. 

Q. And the increase in the price of the can, I suppose, has something to 
do with that too?—A. I cannot say. 


By Mr. Edwards: 
Q. Might it have something to do with the question of paying dividends 
on watered stock?—A. I think that is a factor. 
Mr. SomMerviuLe: Thank you, Mr. Robinson. 


Witness retired. 


L. B. Reynoups, sworn. 


By Mr. Sommerville: 

Q. Mr. Reynolds, what is your business?—A. Well, sir, I am a fruit 
grower and gardener. , 

Q. A fruit grower and gardener?—A. Yes, and manager of the Cooperative. 

Q. One of the ancient occupations that came down to us from the Garden 
of Eden?—A. Yes, sir. . 

@. It has apparently as many troubles to-day as it had in those days. 

Mr. Kennepy (Winnipeg): It was only apples they grew in those days. 

Mr. Youne: Don’t forget the figs. 


By Mr. Sommerville: 


Q. And you have been associated with the fruit growing industry for a 
great many years, Mr. Reynolds?—A. And the selling end of it. I am the 
manager of the Cooperative. 

Q. And the selling end of it?—A. Yes, sir. 

@. And where do you operate?—A. Waterford, Ontario. 
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| Q. And now, Mr. Reynolds, some information has been given to us in the 
“brief presented by Mr. Robinson. Will you be good enough to give us your 
evidence with respect to the statements therein contained, and the information 
which you desire to present to the committee respecting the fruit growing 
section of this presentation?—-A. Well sir, in regard to the strawberry situation 
and the raspberry situation there are certain things that we would like to bring 
forward. I have made a few notes here, and, with your permission, I will 
read them, and be willing to answer any questions that might come up. 

In the first place, in the growing of berries it is a very uncertain business. 
A grower takes big risks. Drought and white erubs may prevent a stand of 
plants being obtained. Unsuitable fall, winter and spring weather may cause 
heavy damage and winter injury. Black rust may come in. Frost may get 
the blossoms, and heavy rain in blossom time may work off pollen. Lack of 
rain in fruiting time, and too hot weather may dry them up, as it did last 
year. The attached cost sheets show a cost of $336 per acre for growing and 
harvesting a crop of 4,000 boxes to the acre. At 8 cents per box this would 
be a net loss of $16. The average crop, however, for Canada is under 2,000 
boxes per acre. Individual years occur where the average yield has been as 
high as 3,500, but they are rare indeed. If all deterring factors are absent, 
which rarely occurs, individual yields of 6,000 and 7,000 boxes occur. Such 
yields are always pointed out by the canner and jammer in talking prices. 

Q. When you talk of a jammer you mean a jam manufacturer?—A. Yes, 
a jam manufacturer. 

Q. Not a wind-jammer?—A. No, not a wind-jammer. 

Q. This is a new word to our vocabulary in the committee?—A. With 
strawberries at 10 cents in a good year a good grower ought to break even, 
but in a bad year he will lose heavily. Any price below that is ruinous. Now, 
I will say that last year we had every factor against us in our district. We 
had rain in blossom time which worked the pollen off the late berries and there 
were no late berries at all. The season was cut in two by that rain. Then 
we had drought after that rain that cut off our first crop of berries, and the 
consequence was that my personal loss was something like $1,300. 


By Mr. Factor: 

Q. The canners are not to blame for that?—A. No, the canners are not 
to blame for that, but what I am pointing out is a man has his heavy losses 
as well as his gains and these things have to be averaged up, whereas, whenever 
you start talking price to the canner he always immediately points out those 
5,000 or 6,000 or 7,000 boxes to the acre yield that we obtain occasionally. 
| Q. He wants to present a good picture to you, Mr. Reynolds?—A. Well, 
that may be. 

Mr. SommeErvILLE: Proceed, Mr. Reynolds. 

The Wirness: Well, to take up the matter of strawberries. A box of 
strawberries contains 20 ounces, by law, which with good berries will yield 
I pound of fruit, hulled and ready for jamming. This would make one 32-ounce 
jar of 50 per cent fruit jam. Now, that jar there has 12 ounces of strawberries 
jn it. We had to pack them into a 32-ounce jar to get them in there. They 
have not been cooked or boiled down but that is less than the 50 per cent jar 
of fruit. 

By Mr. Sommerville: 

Q. What do you mean by that?—A. Fifty per cent jam. 

Q. The bottle you are producing there now which is referred to as exhibit 
168 is filled to the shoulder with strawberries alone?—A. Yes, not hulled. 

Q. Fresh, dry, not hulled, not boiled, and it contains at that 12-80 ounces 
of fruit?—A. Yes. 
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@. And that is a 32-ounce jar?—A. Yes. 
Mr. Factor: What is required to give 50 per cent fruit content to the jam? 
The Wirness: It requires 16 ounces, 3 ounces more. 


By Mr. Sommerville: 


Q. 3-20 ounces more than the strawberries shown here are required to 
produce an ordinary 50 per cent?—A. No, 40 per cent. 
Q. 40 per cent of fruit?—A. Yes. 


Mr. Epwarps: Would 40 per cent be a high standard? 

The Wrrness: A good deal higher than the average. 

The Cuatrman: Now, then, 12-80 ounces is a 40 per cent fruit in a 
32-ounce jar? 

The Wirness: Yes. I will refer to that a little later on. One pound of 
strawberries would make a 32-ounce jar of 50 per cent fruit jam and an advance 
of 1 cent per box in strawberries would mean 1 cent per Jar in jam of a 32-ounce 
jar, a 15 per cent jam. 


By Mr. Sommerville: 


Q. In the 15 per cent fruit jam?—A. Yes. One box would make over 
3 Jars of jam and it would take an advance of 5 cents per box in the price of 
the berries to make a 1-cent advance in the 32-ounce jar. What I am trying 
to point out, sir, is that the cost of the fruit is a very small item in the manu- 
facture of jam, and it is also more so in vegetables, but in the jam it is a very 
small factor, and an advance in the price of the fruit means very little on the 
advance in the price of jam. 


Mr. Factor: The consumer would only have to pay a cent more for a 
32-ounce 15 per cent content of jam and it would mean a 10 per cent increase 
to the grower. 

Mr. Sommervitte: It would mean more than a 10 per cent increase— 
a 125 per cent increase in the return to the grower. 


The Witness: It would mean 5 cents a box to the erower. 
The Cruarrman: You had better let the witness give his own explanation. 


The Wirnrss: Now, just to show you, this one here would be a 10 per 
cent. They tell us there is no 10 per cent allowed according to law. Probably 
there is not. Maybe we should put three more berries in there and call that a 
15 per cent, and that is what is in a lot of the jams under government regulations. 

The Cuatrman: In our strawberry jam? 

The Witness: Yes, in our strawberry jam. 


By Mr. Sommerville: 


Q. No, that has to be called pectin and strawberry jam?—A. Yes, pectin 
and strawberry jam. We will do a little shopping. After some of the things 
that were said here this morning Mr, Bower and myself thought we ought to go 
out and buy a little jam and see what we got and show you what we got. Now, 
we went out and purchased some jam—I will not give you the names of the 
stores publicly, but I have them here on this list to check them up. I have the 
bills for the jam from the stores at which we bought this jam; and we went 
around and bought a little jam, and we will produce some of the stuff that we 
bought. 


Mr. KENNEDY (Winnipeg): Mr. Sommerville, this is not one of the weak 
minded growers. 

The Wirness: In the first place, every store we went into, we went into 
and said, “We want some pure strawberry jam.” You see what we bought. 
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Now, in one store we went into we said, ‘We want some pure strawberry jam” 
and the salesman said, “We have no pure strawberry jam; we have strawberry 
with added pectin and colour.” Now, we bought that jar of jam, sir. These 
jars of jam are labelled exactly the same. 


By Mr. Sommerville: 


: Q. Let me see them?—A. They have on there—I will give you this bill that 
you can put with it. That jar of jam in that hand cost 43 cents. That is Cross 
_& Blackwell’s jam with added pectin and colour. That jam that you have there 
‘in the other hand is labelled exactly the same, is it not, sir? 
| Q. Yes—A. It is supposed to be the same weight, is it not, sir? 

Q. I do not know.—A. They claim it is. 

Mr. KenNEDY (Winnipeg): Did they say it was? 

The Witness: Yes. They said it was. That jam is 25 cents, and it is 
labelled exactly the same way. 

Mr. Youna: Is it the same maker? 

The Witness: No. There is a spread in there of 18 cents. If they gave 
2 cents to the grower how would it affect the price of that jam? 

Mr. Facror: One quality may be away better than the other. 

The Wrrness: It does not matter. They are here under the government 
regulations. You have here what there must be in jam labelled of that kind. 


By Mr. Sommerville: 


Q. These are both jams which comply with regulation showing number 3A 
—15 ounces of strawberries?—A. No. I do not think s0, sir. 

Q. I beg your pardon. These are for jams labelled 2A—strawberry jam 
with added pectin and colour to comply with the regulations for the manufacture 
of strawberry jam 2A?—A. In the same government regulation. Now, sir, I 
wish to call your attention also to the fact that Crosse and Blackwell with added 
pectin and colour is— 

Q. That is 48 cents?—A. Yes, sir. 

(Crosse and Blackwell strawberry jar marked exhibit 170). 

Q. Old City strawberry jam with added pectin and colour, 25 cents. 

(Old City strawberry jam jar, market exhibit 171)—A. That Old City 
jam is advertised as a leader in that store to-day. I did not know that when I 
bought it. 

Mr. Kennepy (Winnipeg): Is the weight marked on it? 

The WitNEss: There is supposed to be 2 pounds in each one. The regular 
price of it, however, is 30 cents and it is a special sale to-day. 

Mr. Factor: Is there any difference in quality? 

The Wirness: Not under the government regulations. 

Mr. Factor: But the government regulations provide a certain content, but 
does that necessarily follow that because they comply with the regulations that 
the quality of the jam is the same? 

The Witness: What I am trying to say to a certain extent is that the gov- 
ernment regulations are wrong and they are not fair to the grower. 

Mr. Factor: That may be so. 

Mr. Youne: This evidence seems to indicate that one man can take certain 
ingredients and make better jam with it than another man can. 

The Witness: That may possibly be so. 

Mr. Kennepy (Winnipeg): Are the same proportions of the ingredients 
supposed to be approved too? 
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The Wirnuss: 2A is supposed to be made up of 32 pounds of strawberries, 
4 pounds of pectin approximately, 65 pounds of sugar approximately, 10 pounds 
of water. 111 pounds boiled to 100 pounds of jam with a minimum of 66 per 
cent water and insoluble matter. This jam is properly labelled “strawberry 
jam with added pectin.” 

Mr. Kennepy (Peace River): Could it be analyzed? 

The CHAIRMAN: Surely. 

The Witness: No, that is one of the things that cannot be done. Any fruit 
matter that is in there cannot be separated from the real fruit. 


By Mr. Sommerville: 


Q. There is no process of separating the pulp from the strawberry?— 
A. No, sir; not as I undertand it. . 

Mr. Epwarps: There is no reason to think that one manufacturer’s product 
would be better than the others in that case. 

The Wirness: Remember that jam was sold to me as pure. No, they said in 
that case that was not pure jam. 

Mr. Factor: I cannot understand the point you are making. 

The Wirness: I think it will be clear in a little while that what I am trying 
to demonstrate is that there is a big variation in these qualities of jam and a big 
variation in price. Now, here is a jam. I went in this store and asked the man, 
“Have you got any pure strawberry jam”? He said, “Yes, we have.” He sold 
me this jar of jam as pure jam. It states on there “ added pectin, colour and 
sodium benzoate.” That jar of jam was sold to me for 32 cents. Where does the 
consumer get off at in this, I am asking? 

Mr. SomMerviute: And that is a 32-ounce jar of jam? 

The Wrrness: Yes. (Jar Anne Paton Strawberry Jam with notation 
“pectin, colour, and sodium benzoate, marked exhibit 172.) 

Mr. Kennepy (Winnipeg): Do you suppose he would know what pure jam 
was? 

The Wirness: Well, if he does not, how does the consumer who is buying it 
know. If the storekeeper does not know what he is selling where is the consumer 
going to get off at with these regulations. He does not know whether he is buying 
pure Jam or 15 per cent jam. 

Mr. Factor: Was that last jar of jam bought in a chain store or from an 
independent retailer? 

The Witness: I do not know—an independent store. Here is another jar of 
jam we bought, and this man sold us this jar of jam which ig one of the few jars 
of pure jam we were able to buy, and the price on it was 49 cents. He also sold 
us this raspberry jam—pure jam with added pectin and colour for 11 cents. 
“Strawberry jam pure, finest quality, absolutely no pectin, pulp or seed used, 
strawberries and sugar only, free from artificial preservatives.” 

(Jar Smith’s Pure Strawberry Jam filed, marked exhibit 173.) 

sy Youne: Is it possible to make strawberry jam without something to 
set it? 

Mr. SommervitzE: Oh, yes. 

The Wirness: I am not saying that that is the best jam made—a pure jam. 

Mr. Youne: I understand that strawberries and sugar alone will not make 
jam. 

The Wirness: There is a definition here: 1A-55 pounds strawberries, 62 
pounds sugar boiled to 100 pounds jam with a minimum of 66 per cent water 
insoluble. This jam is labelled pure strawberry jam. 
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Mr. Younc: I must have been misinformed. I always understood you could 
not make jam with strawberries and sugar alone. 

Mr. SoMMERVILLE: That is the kind mother used to make. She never put 
anything else in. 

Mr. Younc: She did not make jam; she put it in a bottle with juice in it. 


It was not jam. 


Mr. SommervittE: Now, the next bottle you bought is this one entitled 
“Raspberry jam with added fruit, pectin and colour”. That would be under 2A 
of the regulations, and that was bought for 11 cents. 

(Jar of Gold Medal Raspberry jam, filed marked exhibit 174.) 


By Mr. Sommerville: 

Q. Do you know what weight that is?—A. No. That is for the public to 
guess. It is sold to them. They are suckers when they buy it. This store 
assured me that it is the purest jam that can be bought—raspberry jam with 
added pectin and colour, and I paid 19 cents for that raspberry jam. 

Q. Do you know how much there is in this?—A. With added pectin and 
colour under your government regulations. 

(Jar Sunrise Raspberry jam, filed, marked Exhibit ti) 
| Q. You do not know the weight in it—A. No. Here is the same grade. 
| This is Crosse & Blackwell’s raspberry jam with added pectin and colouring. 
I bought this as the purest jam I could buy. I was assured of that by the 
salesman that that is what it was. 

Q. It has got seeds in it?—A. Yes. I took a witness along with me. 

Mr. Youne: Are you sure it is not timothy seed? 

Mr. SoMMERVILLE: You are getting on to some of the secrets of the jam 
business. 

(Jar of Crosse & Blackwell raspberry jam filed, marked as Exhibit No. 176.) 


By Mr. Sommerville: 

Q. It was bought for how much?—A. 21 cents. 

Q. And you don’t know the weight of it?~A. No. The other was 19, and 
that was 21, the same government label standard on it. We went into this 
store and asked for pure strawberry jam, and he had two funny looking bottles 
there, so we took the two of them. On examination we find that this one is 
pure strawberry jam, 12 ounces; and this one which is also sold as pure straw- 
berry jam, is strawberry jam with added pectin and colouring. 

Q. Let me see that bottle. 12 ounces of pure strawberry jam. What was 
the price of that?—A. 25 cents. 

(Jar of Crosse & Blackwell pure strawberry jam filed, marked Exhibit 
No. 177.) 

The Witness: And that jar is 39 cents. That is 12 ounces. 


By Mr. Sommerville: 

Q. 12 ounces is the small one?—A. Yes. 

Mr. Youne: Is that net? 

Mr. SommERVILLE: It says net, yes. This is Crosse & Blackwell’s straw- 
berry, with added pectin and colouring, price 29 cents, and there is no weight 
on it, but from the size of it it looks like a 382-ounce bottle like the rest, the 
bottle with the shoulder. 


By Mr. Sommerville: 


Q. This last bottle was sold to you as pure strawberry jam?—A. Yes. 
(Jar of Crosse & Blackwell’s strawberry jam filed, marked Exhibit No. 178.) 
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By Mr, Isley: 

Q. If they don’t have any weight on them, are they not a standard weight? 
—A.I don’t know. I am one of the innocent public in this matter, and I 
know nothing about it. But what I am wishing to point out is that there is a 
great variation in the price. And what do you know—I am going to ask you 
a fair question—what do you gentlemen know of what it means when it says, 
“With added fruit pectin”? Have you any idea? Do you think the average 
public has any idea of what that means? Do they know how much dilution 
there is in that jam, or anything about it? Is it a fair deal to the consumer 
or to anybody else? 

Q. Well, if they don’t know or care— —A. How can they find out? There 
is no way they can find out that I know of. 

@. Perhaps it does not make any difference to them. 

Mr. SOMMERVILLE: This jam that was referred to this morning is advertised 
at 25 cents, Eatonia strawberry jam, specially packed with higher fruit con- 
tent than regulations require, with this special price of 25 cents, and somebody 
got it off the wrong shelf and paid 34 cents—May 15. This is called “ Eatonia 
strawberry jam with added fruit and pectin, contains colouring.” That appar- 
ently is a 32-ounce bottle. 

(Jar of Eatonia strawberry jam filed, marked Exhibit No. 179.) 


By Mr. Kennedy (Winnipeg): 
Q. Before you go on with that, I want to get a point straight. These con- 
tainers do not have the weight of the jam on them?—A. Can you see it there? 
Mr. SOMMERVILLE: No. 


By Mr. Kennedy (Winnipeg) : 
Q. I cannot see it, but you have examined it?—A. Some of them do. A 
few of them do. | 
Mr. SOMMERVILLE: One did. 


By Mr. Kennedy (Winnipeg) : 

Q. But not regularly?—A. No. 

Q. From your experience in looking at them, you can’t tell us the differen- 
tial in weights?—-A. No, I don’t know. I think they are supposed to be 32 
ounces, but I don’t know. 

Q. That is what I want to get, whether or not the general impression is 
that they are a standard weight?—A. I could not tell you. I know that some 
of them are not 32 ounces. They may be 16, and some are 12. 


By Mr. Edwards: 


Q. You suggest that the net weight be shown plainly on the bottle?—A. Yes, 
and not only the net weight, but the contents. 


By Mr. Kennedy (Winnipeg) : 

Q. And that they be standardized?—A. Yes. 

The CHAIRMAN: Of course, I think what Mr. Reynolds is driving at is this: 
You may have a Jam which is sold to the public which they think is pure, 
but which may contain only 15 per cent strawberries. 

The Witness: Certainlv? 

The CHatrMan: And another bottle of the same size which is pure or 
which is as nearly pure as it can be made, would contain about 50 per cent of 
strawberries. 


x 
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Mr. SommeERVILLE: The minimum is 55 per cent of strawberries. 


The CHAIRMAN: His argument is that it cannot be claimed that a cent or 
so a pound on the raw material can materially affect the packers or the Jam 
manufacturers’ price. 


The Wrrnuss: That is one point that I wish to make. Look at the varia- 
tion in the price of these, and with that variation in the price of jam, what does 
a cent or two a box amount to on the strawberries? 


The CHAIRMAN: Quite so. 
The Witness: With a pound of jam, it amounts to practically nothing. 
The CHAIRMAN: That is your main argument. 


The Witnuss: That is one of my leading arguments. The other one is 
this, that we as growers have been told by one jam manufacturer—I have 
been told by three different jam manufacturers: ‘““We don’t buy many straw- 
berries any more; we don’t need them.” One man said, as stated in that brief, 
that a few years ago he took 4,000 crates of strawberries to manufacture his 
jam, and last year he used 900 to manufacture the same quantity of jam. As 
a result of that, our principal and leading market has been taken away from us. 
We have to put out a pure article and deal fairly and squarely with the public 
on it. Why should the manufacturers be allowed to take our product that we 
- produce, and do things with it which we are not allowed to do? They take that 
product and they sell it to the public as strawberry jam. But it only contains a 
very small percentage of strawberries. We object to the use of the word “ straw- 
berry” there. I think in this argument I am making that the majority of the 
jam makers are with me. Some of these jam makers have spent an awful lot 
of money in advertising, and putting out a standard brand of jam, and had 
their business ruined by one of the—we fought this matter out to get this put 
on the labels some years ago, and they are put on the labels. They are put 
on there in a rather contradictory way. Here is a strawberry jam or raspberry 
jam with other fruit juice. “Note: Words ‘With other fruit juice’ must follow 
directly after or immediately below words ‘Strawberry jam’. They must be 
shown in letters at least one-half height and of equal visibility as the words 
in naming the jam.” 

Then down below that is strawberry jam with added pectin, and raspberry 
jam with added pectin. 

Nore: If colour or preservative is used, the label should show the 
declaration of presence of same as follows: Contains artificial colour; 
. contains benzoate of soda; or contains artificial colour and benzoate of 
soda. 
: ans declaration to be in type not.less than one-eight of an inch in 
eight. 


By Mr. Kennedy (Peace River): 


Q. Why should not the labels have a statement on them saying exactly 
what is in the jam?—A. That is what we want to know. 


By Mr. Sommerville: 

Q. Your argument is that if the jar bore a label showing the content of 
strawberries and the content of other ingredients, the public would know what 
they were buying?—A. Yes. 

Q. That it would be in the interests of the growers?—A. Yes. 

Q. Because they would then buy the better quality of product, and not 
that which has the other ingredients in it. Is that your argument?—A. We 
contend further than that, that they should not be allowed to use the word 
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“strawberry” or the word “raspberry”, or the name of the fruit on a jam that 
contains less than 30 per cent of the product. 


By Mr. Senn: 
Q. Could you say whether the other ingredients, other than the straw- 
berries in those jars, have the same food value, or more or less food value than 
the strawberries themselves?—A. I don’t know anything about that. 


By Mr. Edwards: 
Q. What are the other ingredients?—A. Mostly pectin, I believe. They are’ 
defined in the government regulations, which can be got. 
Mr. SOMMERVILLE: We have a jam manufacturer who will tell us what they 
are. 
Mr. Factor: Pectin is made out of apples, I understand. 
The Wirness: Here we are, fruit. 

Fruit: Where a percentage of fruit is required it is deemed to be 
fresh fruit or its equivalent in preserved, dried or otherwise prepared 
fruit, e.g. 55 per cent strawberries would be equal to 824 2 plus 1 straw- 
berries, or it would require 75 pounds or more, water-pack raspberries to 
equal 50 pounds fresh raspberries. 

Sugar: Where sugar is mentioned it is understood to include cane or 
beet sugar or invert sugar syrup. It does not include glucose, corn syrup 
or other sweetener. 


Then it goes on with other fruit. Then fruit pulp:— 

For the purpose of the regulations respecting jams, jellies and 
marmalades, fruit pulp is the manufacturer’s intermediate product made 
by boiling clean, sound whole fruit or parts of fruit and removing the 
inedible portion therefrom. 


It does not say what kind of fruit. They can put wild bananas in it, if they 
want to. 
By Mr. Factor: 

Q. Let me ask you this: You, as a strawberry grower want to put more 
strawberries in?—A, Certainly. 

@. What about the growers of other fruits, those from which this pectin and 
other ingredients are made? What would they say if you eliminated them?—A. 
If they are going to put theirs in, it should be sold as such, not sold as our 
product. 

By Mr. Kennedy (Peace River): 

@. What is benzoate of soda? It is not allowed in England, I understand? 
—A. Well, I am not altogether a chemist. I think the department could answer 
that question. 

Mr. SomMervitie: Perhaps our jam man can tell us. 


By Mr. Sommerville: 

(. Before you proceed, Mr. Reynolds, there are a couple of other bottles 
that you produced here that have not been identified; or a statement has not 
been made as to what they are here for. Perhaps you can give us those?— 
A. They were bought as jure jam. 

Q. This is a jar of Old City?—A. Yes, 

Q. Raspberry jam with added pectin and colouring?—A. Yes. 

Q. A 32-ounce bottle?—A. That was bought there, at that store (indicating). 

Q. And that was bought—A. We were assured that was the purest jam that 
could be bought. Nothing to it. 

(Jar of Old City raspberry jam filed, marked Exhibit No, 180.) 
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By Mr. Sommerville: 

Q. With reference to this last jar, Harvest brand strawberry jam with added 
pectin and colouring, what are the circumstances or information—you will give 
evidence with respect to that later. We will leave that. 

The Cuarrman: Are you going to put that in? 

Mr. SomMERVILLE: No, not at the present time. 


By Mr. Sommerville: 

Q. Now, what further have you?—A. Well, we have possibly one other 
grievance. It affects us rather seriously. After years of struggle we obtained 
a duty on raspberry pulp which was imported principally from Tasmania. The 
climatic conditions there are conducive to enormous yields of a poor quality of 
raspberry. It makes a jam very dark in colour and poor in flavour. It is used 
as a base for raspberry jam quite a bit, and also is used for manufacturing jam, 
alone, with added flavour. The duty was only on a short time when, out of a 
clear sky, it was removed by the Australian treaty. This pulp receive a govern- 
ment export subsidy, and in six months after the duty was cut off, at least two 
years’ supply for Canada was stored in Montreal and offered at six cents per 
pound. Raspberries can’t be grown in Canada profitably for much less than 
twice that, but are of a far superior quality. 


By Mr. Kennedy (Winnipeg) : 
Q. I take it you are in favour of a duty on any such commodity coming in 
in competition with local growers? 


By Mr. Factor: 
Q. It was under the empire agreement?—A. Yes. 
Mr. Krennepy: Let him answer my question, Mr. Factor. 
The Witness: What was it? 


By Mr. Kennedy: 
Q. I take it that you are in favour of a duty on such commodities coming 
in in competition with local growers?—A. Yes. 
Mr. Factor: You will have to revise the empire agreement, Mr. Chairman. 
The Wirness: But the point we are making is that that comes in here 
under a government subsidy from the government of the country it comes from. 


By Mr. Kennedy (Winnipeg): : 
Q. That is an element of unfair competition that you want corrected by 
a duty?—A. Yes. We can’t object to those products coming into our country, 
but we certainly do object to them coming in when they are coming in under 
subsidy from the country from which they come. 
Q. I agree with you. 


By Mr. Sommerville: 

Q. With regard to these pulps, these raspberry pulps are taken by the manu- 
facturers of jam and are made the base for jams manufactured by them?—A. 
Yes. And you go to sell them raspberries, and they will promptly tell you, 
“We can’t pay you any big price for your raspberries because we can buy this 
stuff.” 

Q. And that complies with the law because it 1s raspberry ?—A. Yes. 


‘By Mr. Young: 
Q. Are there no manufacturers of jam in this country who want to put out 
a quality product, and who are willing to buy the better quality Canadian 
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berries?—A. Yes, there are and they do. There is no question about that. 
But they are up against it with the man who does not do that, and sells this 
cheap product that undersells him all the time. There is one other thing I 
wish to point out in the regulations, and that is this: For instance, we will 
take that Gold Medal jam. That is a brand that is put up, I believe, by the 
National Grocers. It is allowed, under the government regulations, to label 
them with the second seller’s label; the second handler of them is allowed to 
label the stuff with his name on them. 


By Mr. Sommerville: 

Q. It is not the name of the manufacturer at all?—A. No, it is not the 
name of the manufacturer. 

Q. The name of the distributor is on it?—A. That jam may be manufac- 
tured by half a dozen different manufacturers. I don’t say that these people do 
it. But I do say—at least, I have been told by jam makers that it is done, 
that there are a number of small concerns that will jump into it, if there is 
a glut in the market on fruit, and buy a lot of cheap fruit, and they will put 
it up in the lowest grade of jam. Then they will sell it to one of these chain 
store organizations, and put that chain store’s label on it. And they set the 
price for the good jam that is manufactured in the proper manner by the 
jammer who is trying to manufacture the best, trying to do the right thing. 
That works a hardship on him, and that reflects back on the grower. 


By Mr. Edwards: 

Q. Is your point that the manufacturer should have his name on his pro- 
duct?—A. Certainly. Why should not he? 

Q. I am not saying why should not he. But you say he should?—A. Yes. 

Q. That is right?—A. That is allowed under the regulations, that a dis- 
tributor may put his name on there. Let the distributor put his name on if he 
wants to, but also have the manufacturer’s name on. 

Q. But it must be identified?—A. Certainly. 


By Mr. Factor: 
Q. How long have these regulations been in force?—A. They came in force 
in November, 1930. 
Mr. SOMMERVILLE: There were regulations before that. 
Mr. Factor: What is the joke? 
Mr. Epwarps: That is a saucy answer. 

- The Wirness: There were regulations before that didn’t allow these words 
put on there: “With added pectin and flavour or fruit juices.” They had to put 
up a good quality of stuff before that. With the coming in of this—well, they 
were diluting the Jam before that, but they didn’t put it on the labels. Then 
the manufacturers got permission to put that on the label, in that little bit of 
print and in language that it is impossible for the average consumer to under- 
stand what he is buying. 


By Mr. Factor: 

(J. In other words, before the regulations were amended they bought 
“Strawberry jam” that was either made out of that or other ingredients?—A. 
Yes. They were required more or less to turn out a higher quality of jam. I 
don’t think they were allowed to put out these low grade jams at all. 


By Mr. Sommerville: 


@. At the present time, all they require to tell you of the product is, if it is 
this second grade, “Strawberry jam with pectin”’?—A. Yes. 
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Q. They don’t have to tell you what-else there is in the product?—-A. No. 

Q. And you think they should?—A. Yes. 

Q. And then you say that this has been made to a price; the variation is 
because of a desire to make it to a price?—A. That is what the jammers tell 
US. 

Q. And they have not a desire to do it, but it is made to suit a demand 
for a price?—A. Yes. 

Q. And that accounts for the variation that you have given us in the 
price to-day, and because of the proportion of fruit that is used in this particular 
erade of jam, and that a small amount of a cent a box to you would not be 
reflected in any serious increase to the purchaser?—A. Five cents a box would 
not. 

Q. Five cents a box would not increase the jam more than one cent?—A. 
It would not increase the jam more than one cent. 

Q. In a 32 ounce jar?—A. Five cents would not be noticed in the spread 
that is being put on the different prices that these jams have been sold by 
the retailers that have been produced here to-day, which are labelled as the 
same quality jam. 

Q. Five cents a box?—A. No, sir. 


By Mr. Kennedy (Peace River): 


Q. Can you give us a statement of the prices paid for strawberries in the 
last five years; can you file that with the committee?—A. Yes. 

Q. We should like to have it.—A. I cannot file it to-day; I would have 
to go home to get 1t. 


By Mr. Young: 


| Q. You spoke about the duty on pulp. Will you tell us about the duty 
on baskets?—A. What do you want to know about it sir? 

Q. I understand you can get baskets much cheaper in the United States 
than you can in Canada, but the government would not permit you to buy 
them unless you paid an extra price? 


The CHAIRMAN: Parlament. 


The Witness: Well, I wish to state that we purchased crates in our asso- 
ciation the other day—well, yesterday, as a matter of fact, and I showed, or 
told the manufacturer of crates who was asking us the price of 24 cents for 
a 24 box crate, that; and he explained that he could not make that crate and 
come out reasonably under that price. Last year we paid him, I think, 213 
cents for the same crate. Last year we paid him $3 or $3.90 for baskets. 
This year the price for the baskets is $5.50 with’ 10 per cent off to the association 
handling them. 


By Mr. Sommerville: 


Q. A hundred?—A. A thousand. | 

Q. These are small shrubbery baskets?—A. Yes. The price of those baskets 
in Kentucky, a better grade, made of better materials and better made, materials 
which could not be obtained in Canada, because they use gumwood which holds 
pals much better than any wood we have, was 124 cents, f.o.b. Paducah, Ken- 
tucky. 

Q. 124 cents; what quantity?—A. Apiece; 24 cents in this country. 


The CratrMan: What is the freight? 


The Witness: It works about between 19 and 20 cents delivered in 
Canada. : 


2000 SPECIAL COMMITTEE 


By Mr. Kennedy (Winnipeg): 
@. Do you know anything about the labour conditions under which they | 


are made down there?—A. Yes, I know it is very cheap labour, mostly negro | 


labour. 


| 


Q. Much cheaper than the labour up here?—A. Yes, sir, and their baskets | 


over there, I am not quite positive of the quotations, but I think it was $3.50 : 


a thousand. 


By Mr. Sommerville: 
Q. Against $3.90 last year?—A. Yes, and $4.90 this year. 


Q. $4.90 net this year?—A. Yes, to an association; the regular price is 


$5.50. 

Q. Laid down here these baskets would be what?—A. I cannot tell you 
exactly off-hand what it would be, but they would be somewhere in the neigh- 
bourhood of the same price, very little difference in the price. 

Q. In the Canadian basket and the basket brought from Kentucky ?—A. 
Brought in here and the duty paid, a marked difference in the price of the crate 
and a better crate. Nevertheless, we bought our crates and boxes from the 
Canadian manufacturers, because we believe in supporting Canadian industry. 
We prefer to pay a higher price and we do so, but it is a fact that we can buy 
them cheaper by importing them. 


By Mr. Edwards: 


@. You cannot very well sell your product to the makers of baskets in 
Kentucky?—A. No, but I can tell you we have done it. We can sell our berries 
in the States, and if we do that we can get a rebate on the crates and baskets 
and it is quite a considerable item. 

@. Another factor is in bringing light bulky baskets from a long distance. 
They are bulky, and they are subject to a very high freight rate?—A. No; they 
can be knocked down, 3,300 crates in a box, and they all go in one car. 

Q. Is not there a very great competition in Canada among the basket 
manufacturers?—A. There is none whatsoever. 

Q. No competition?—A. No, sir. 

Q. Are not there a lot of people making baskets?—-A. The prices are all 
the same, and the same companies do not sell in the same area. 


Mr. Factor: Did you not hear about the box manufacturers ‘being fined? 


By Mr. Young: 


Q. I did not get an answer to my question?—A. What is your question? 

Q. My question was this: could not you buy baskets in the States at a 
certain price which our customs’ department would not allow you to pay? They 
insisted on your paying more, or else paying additional duty?—A. Well, I can- 
not answer that offhand. I have not bought any baskets in the States for some 
time, because we do not believe in it, unless we are going to ship to the States, 
and in that case we are forced to do it, on account of the enormous difference in 
prices. 

Mr. SOMMERVILLE: You get a rebate? 

The Witness: 99 per cent of our duty back. 

The CHAIRMAN: What is the duty, 10 per cent? 

The Wirness: No, sir—I cannot tell you offhand, but I think it is 30. 

Mr. ILstEy: On the crates? 


The WitNEss: Boxes and baskets both, and then they add freight on before 
the duty is taken off. 
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By Mr. Kennedy (Peace River): 


Q. What about the duty in the case of a crate of strawberries, Canadian 
baskets against United States baskets?—A. Well, at the present time, I do not 
think it would be but very little, because if you entered 4,000 baskets, that 
would be about $1.60. 


Mr. SomMERVILLE: Is that on an average of 2,000 crates? 
The WITNESS: $6.50. 


By Mr. Young: 


Q. Will you tell us about the duty on fertilizer? You are not very far 
from the American border, are you?—A. I cannot tell you anything about it. 

} Q. What is to stop you from bringing your fertilizer from the States?—A. 
Well, in the first place the average grower does not know how to go at it. 

Q. Somebody would develop a business if there was an opening there?—A. 
Well, I understand that the same people control a good deal of the interests in 
the States that they do over here. 

Q. Do you know anything about the prices in the States?—A. There are 
men coming after me who know all about that. 


Mr. SOMMERVILLE: I understand the ingredients are free? 
The Witness: I do not know anything about it. 


By Mr. Senn: 


Q. You just made a statement that the same interests control the fertilizer 
companies on both sides of the line? Are you certain of that?—A. I can only 
- gay in regard to potash, especially, and nitrate of soda. 

Q. That does not make the fertilizer. These are only ingredients?—A. I 
never buy anything but ingredients. 

Q. Do they not come in free of duty? I think you will find that to be so? 
—A.I do not know. 

Q. Do you think the basket manufacturers are making undue profit at the 
price they are offering those baskets to you to-day?—A. As to that I cannot 
say; but I do know that the basket manufacturers have been carrying an 
immense credit account; that due to the terrible conditions in the industry, a 
great number of growers have not been able to pay for crates and baskets, and 
they have enormous outstanding accounts which they figure in their overhead. 


Mr. SOMMERVILLE: Very large losses have been sustained. 
The WITNESS: Yes. 


By Mr. Senn: 


Q. Do you think that the price charged by the Canadian Basket manu- 
facturers at the present time is unfair?—A. You would have to have an 
accountant go through their books to determine that. I cannot tell you offhand. 


By Mr. Sommerville: 

Q. You gave us a figure a few moments ago to show that if you put 
American baskets in Canada you had figured on the basis of 4,000 baskets to 
the crate?—A. Yes. 

Q. I think we had evidence given us here to show that on an average there 
have been 2,000 baskets to the crate?—A. Yes. 

Q. Is that correct?—A. Probably. 

Q. That would mean that the difference would be about $3 a crate on the 
basis of 2,000 baskets to the crate?—A. Yes, sir. 


Witness retired. 


2002 SPECIAL COMMITTEE 


Mr. E. M. Smart, called and sworn. 


By Mr. Sommerville: 


Q. Mr. Smart, what is your business?—A. Manager of the Canning plant 
of Smart Bros. Limited. 

Q. Located where?—A.. Collingwood. 

Q. And your people are both growers and canners, are they?—A. Yes, sir. 

Q. Both growers, canners, and jam manufacturers?—A. Yes, ‘sir. 

Q. And have been for some years?—A. Yes, sir. ; 

Q. Now, we have had some evidence here to-day with reference to the 
various grades and qualities of jam. Perhaps you could give the committee 
the benefit of your knowledge with respect to this industry, and what has been 
happening in the last few years with respect to how it affects the growing of 
raw fruit, and the use of raw fruit in these jams?—A. My personal observa- 
tions are that the present pectin jam containing 30 to 85 per cent of fruit is 
preferable to the average consumer over what is known as a pure jam, under 
the regulations. 

Q. Yes?—A. It is not too rich, and in use it is much appreciated by the 
consumer. 

Q. Yes. What else goes into the jam with strawberry, for instance; when 
you have 32 per cent of strawberry, what else have you?—A. Pectins and sugar. 

Q. Are there any other ingredients?—A. Not that I know of, unless it is 
specified on the label. 

Q. Those are the only ingredients. In what jam does the pulp go?—A. 
Pulp would be used in a compound jam. You mean, apple pulp. 

@. Any kind of pulp, what pulps are used?—A. Strawberry, raspberry, 
citron and, frozen fruits. 

Q. What other pulps are added to strawberry and raspberry?—A. In what 
grade of jam? 

@. In the cheaper grades of jam?—A. I believe that pulp is used rather 
extensively; that is the only other ingredient that I know of that is used to 
any account. 

Mr. Kennepy (Winnipeg): Will you have the witness define what pectin 
is? 
Mr. Sommervitie: All right, what is pectin, Mr. Smart? 

The Cuairman: As used in a bottle of jam, that is what you mean? 
Mr. Kennepy (Winnipeg): Yes. 


The Wirness: I think it would take the Douglas Packing Company, who 
manufacture pectin, to give you a definition of what it is. I do not know. 


By the Chairman: 


Q. Can you tell us how it is supposed to be made?—A. It is supposed to. 
be made out of apple and other types of fruit. 


By Mr. Sommerville: 

@. Yes?—A. Apples principally. 

@. What does it do, what is the effect of it, what is the purpose of it?— 
A. Creates a jell. 

Q. Creates a jell?—A. In the jam. 

@. And what quantity of pectin would be added to the 32 per cent of the 
strawberry in the jam?—A. The regulations call for four pounds. 

Q. Four pounds for 32 pounds of strawberries?—A. Yes. 

Q. And then in addition to that, what else; what are these other ingredients, 
sugar and water? Now, Mr. Smart, has there been a dropping off in the quantity 
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of strawberries used in the manufacture of strawberry jam of late?—A. Not in 
our plant. 

Q. That is, to make the same quantity of jam that you made five years ago, 
do you use the same quantity of strawberries?——A. Exactly. 


By the Chairman: 

Q. Mr. Sommerville, Mr. Smart said I think in his opening remarks, he 
used the term 35 per cent of strawberry was used in Jam; did you not use that 
term?—A. Yes. | 

Q. What about these lower grades that are labelled 15 per cent?—A. Our 
company does not manufacture any of those grades, so that it would be impos- 
sible for me to answer your question on that subject intelligently. 

Q. You could not answer that question?—A. No. 


By Mr. Sommerville: 

Q. What do you say with respect to the competition of these lower grade 
jams with your own?—A. Competition is severe. 

Q. What effect has it on the better grade of jam?—A. It has curtailed our 
sales. 

Q. Has there been a substantial increase in the quantity of these lower grade 
jams being manufactured in the last few years?—A. I do not know that. 

Q. You do not know that?—A. No. 


By Mr. Young: 


Q. Does it sell cheaper than your own?—A. Our sales have been curtailed. 
for what reason I do not know; that would be the better way to put it. 


By Mr. Kennedy (Winnipeg): 

Q. Don’t you know whether this lower grade jam has displaced it? 
There is supposed to be a depression. 

Q. Yes. I do not care much whether you answer it, I am Just trying to 
clear up the point. You say your sales have been curtailed, and you mention 
that this lower grade jam is severe competition; are you not trying to get clear 
as to whether or not this lower grade of jam is gradually displacing the better 
type of jam. That is the point?—A. I do not know. 

Q. I thought, being a manufacturer, you would know. 


By Mr. Young: 
Q. Does this jam sell cheaper than yours?—A. Well I presume that it does. 
Q. You do not know how much? 


A. 


By Mr. Kennedy (Winnipeg): 
Q. Are you the manager of your business, might I ask?—A. I am manager 


of the canning company. 
Q. But you have nothing to do with the sales end of it?—A. Yes, I have. 


By the Chairman: 

Q. You have some reluctance to answer these questions. We do not want 
actually to press you, but we are anxious to get at the facts. If you have any 
reluctance to explain why I am sure the committee will be very reasonable with 
you?—A. Well, the sale falls off on some of your products, and you are not 
just sure why. You keep trying to get more business, and delve into it, and 
try to find out why. This is just a matter of competitors doing more business. 
Our company cannot find any fault with that, because they possibly have been 
a little smarter in getting business. 
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By Mr. Kennedy (Winnipeg): 
(). But you do not investigate why it is their product has displaced yours? 
—A. Not necessarily, sir. nei a 
Q. Do you?——A. We have our own opinion. , 
@. What is your opinion?—A. Our opinion is that our price is too high. 


( 


By the Chairman: 


Q. Why?—A. Because we won’t sell at a loss, we will do without the busi- 
ness first. 


By Mr. Young: 
Q. Do you put up a better product?—A. We think we put up first class 
products. | 


By Mr. Kennedy (Winnipeg): 
Q. Then it comes down to the cheaper jam displacing your product?—A. 
Well, price rather rules the situation. 


By Mr. Sommerville: 
Q. Rather than quality?—A. We think that has a great influence on it. 


By the Chairman: 
Q. Do you find any retail organizations coming to you in the last few years 
and demanding an article to sell at a given price?—A. No. 
Q. You have never experienced that?—A. No. 
@. How do you market, do you send your travellers out?—A. We have 
no travellers. 


By Mr. Sommerville: 


@. How do you market your goods then?—A. Through brokers. 
@. And you have not had any requests to make goods at a certain price 
for any organization?—A. No, sir. 


By Mr. Young: 

Q. You have never made any investigation as to how much your trade 
is higher than the others?—A. Well, that investigation would have to cover 
the other fellow’s prices. There is no combine that I know of. We feel that 
we would secure more business if our prices were equal or lower. 
| By Mr. Sommerville: . 

Q. What do you say, Mr. Smart, you have heard the statements made 
by Mr. Robinson in reading from his brief to-day on the jam situation; is 
there anything in that brief that you take exceptions to, or with which you 
do not agree?—A. Well, my name is not signed to that brief. There was one 
place where one claim was made, that some jam manufacturers had 15 per 
cent of berries in their jam. 


Mr. Youne: 10 per cent? 


The Witness: 10 per cent or 15 per cent. Of course, I have no way of 
knowing that and I am not responsible for that statement. 


By Mr. Sommerville: 
Q. You are not responsible for that statement?—A. No. 
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By the Chairman: 


Q. You say it is not so in your case?—A. It is not so in my case. That 
is the limit of my knowledge. 


By Mr. Sommerville: 


Q. But did you consult with Mr. Robinson and give him certain informa- 
tion in connection with the jam manufacturing business?—A, I have talked 
to Mr. Robinson on the jam business, yes. 

Q. And when he was preparing the brief for- presentation here to-day 
mo, knew that he was presenting the brief?—A. I never saw the brief until 
to-day. 

Q. That is not the point, Mr. Smart. I was asking you if you knew he 
was presenting this brief here to-day.—A. Well, I suppose I had an idea to 
= Nee but no person informed me directly that he was going to present 
a brief. 

Q. Well, my reason for asking you is because when the brief was pre- 
sented it was stated that certain witnesses would support the statements con- 
tained in the brief, and your name was one of those that was given to us. 
Did you have any discussion with Mr. Robinson and others in connection with 
the problems of the grower with respect to the canning and manufacturing of 
jam?—A. A general discussion, yes. 

Q. What phases of it did you discuss wtih him? What are the difficulties 
that the grower is up against at the present time, Mr, Smart, in the manu- 
facture of jam?—A. In the past three or four years there is no doubt the 
grower has been up against the difficulty of merchandising fruit to the canners 
and to the general public by below cost of production. 

Q. There is no question of that, is there?—A. Not in my mind, no. 

Q. And how do you account for his being obliged to sell to the canners at 
less than the cost of production?—A. General conditions is one of the con- 
tributing factors. 

Q. What other contributing factors are there?—A. Well, a great many 
people are out of work and they turn to a garden or a means of providing a 
livelihood, and that has created a surplus in the market that is not visible 
in a commercial way. 

Q. Yes?—A. But it is so in every town and city. 

Q. Any other factor? Has the severe competition among large distribu- 
tors, large retail organizations, had any effect upon the grower?—A. I have 
had no dealings with them in the line of goods and cannot answer the question. 

Q. You do not know?—A. No. 


By the Chairman: 
Q. In this brief there are one or two statements. At page 18 Mr. Robin- 
son has this:— 

A lot of the supposed to be high quality jams to-day have not 
near the amount of high quality fruits in them that the ordinary canned 
and preserved fruits had a few years ago. 

Do you endorse that statement?—A, I would pass no comment on it. I would 
not endorse it because I do not know. I would suggest that it be referred to 
the Department of Agriculture to take these samples and grade them, test them 
and find out if that is so. 


By Mr, Sommerville: 
Q. But in your years of experience as manager up there have you not come 
across any of these conditions that have been referred to?—A, What particular 
conditions? 
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Q. Well, the condition that Mr, Robinson has read with respect to the jam | 
manufacturers, 


By Mr. Factor: 


Q. What is the name of your company?—A, Smart Bros. Limited, 
Q. Who are interested in the concern?—A. It is a family concern, 
Q. It is a family concern?—A. Yes. 
@. And you have no connection with any other company?—A, We are. 
independent, no connection, 
Q. Have you discussed the matter of this problem of jam with any other 
canning concern?—A. Not till to-day, | 
Q. And with whom did you discuss it to-day?—A. I was speaking to Mr. | 
Bell of the Canadian Canners, sitting with him back there for a few minutes, — 
and talked about jam in a general way. | 


By Mr, Sommerville: 


Q. Yes, and did he give you his brief on the jam situation, or did he show © 
it to you?—A, He told me a few things about jam, just a general outline, that — 
he claimed his company were not using anything except government regulations; — 
that was about the limit of it. : | 


By Mr. Factor: 
Q. What else was discussed? 
Mr. InstEy: JI do not know why he should be cross-examined, 
Mr, SOMMERVILLE: No, perhaps not, 


By the Chairman: 


Q. Do you agree with this statement:— 
“Some of them started out to cut the amount of fruit used, substi- 
tuting pectin and apple products, glucose, etc.” 


A. Government inspectors examine all factories at regular intervals and take 
samples and check, and if that situation existed it should have been checked up. 


By Mr. Sommerville: 


@. Do you know anything about the change in the use of sugar and syrups, 
increasing the use of syrups instead of sugar, Mr, Smart?—A. No, I do not, 


By the Chairman: 
Q. Do you use sugar or syrup?—A. We use sugar, 


By Mr. Sommerville: 


Q. What are the syrups that are referred to in the manufacture of jam ?— 
A. I believe they refer to —syrup. 

@. And do you know whether or not this is one of the ingredients used in 
the manufacture of cheap jam?—A, I do not know. 


By Mr. Young: 
_ Q. Do you do any canning? You do not can tomatoes, do you?—A. Yes, 
sir. 
@. Tell us about these contracts you have with the growers of tomatoes.— 
A. Our contracts? 
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Q. Yes?—A. We contract with the growers in February for an acreage of 
tomatoes. The contract is not limited, and we have never reduced our price 
below 30 cents a bushel. 

Q. That is to say you take all their product?—A. Yes, sir. 

Q. You do not confine yourself to 200 bushels to the acre?—A. No, sir, 

Q. You take all their product and you never go back on your product?— 
A. In the fall of 1931, in October, there was an early frost and we limited the 
delivery. 

Q. Because the quality was damaged?—A, That was in October. 


By Mr. Sommerville: 


Q. But you had taken delivery right up to then, had you?—A. That was 
the only occasion that we never took full delivery. 


By Mr. Young: 
Q. Then these complaints to not apply to you?—A, I do not know. We 
have had no personal complaints. 


By Mr. Sommerville: 

Q. Well then, buying your tomatoes at 30 cents, do you sell these through 
brokers also?—A. Yes, sir. 

Q. And what organizations are they sold through, the large chain stores or 
individual retailers?—-A. Chain stores, wholesalers. 

Q. Chain stores and wholesalers?—A. Yes, sir. No retailers. 

Mr, SoMMERVILLE: Well, thank you, Mr, Smart. 

The Witness: There is one thing: We have no federal inspection of pro- 
vincial canning factories or jam factories when they sell within the province; 
they do not come within the federal inspection in the same way when we export 
outside of the province. 


By Mr. Sommerville: 


Q. Yes, federal laws apply to all those companies which export from the 
province?—A. Yes. 

Q. Or interprovincial trade?—A. Yes. 

Q. But companies that operate and sell their product entirely within the 
province are not subject to federal regulation. What effect has that?—A. Well, 
I would just like to make a recommendation, that all canning factories and all 
jam companies be subject to federal inspection and regulation; also a minimum 
wage be established for canning factories and preserving factories in a federal 
sense, which would give us as well as other canners a chance to pay better prices 
to the growers. We would not be suffering from unfair competition. 

Q. Yes. What have you found with reference to the competition from these 
jam manufacturers who are entirely within the province and do not do business 
outside the province? What observations have you to make to the committee 
on that kind of competition?—A. It is fair competition, but I still think that 
they should be federally inspected. 


By Mr. Factor: 
Q. What about the wages? You spoke about low wages. How are the 
wages?—A. The minimum wage regulations for Ontario are higher than in 
Quebec and lower than in British Columbia for female employees. 


By the Chairman: 
Q. You think there should be a uniform wage?—A. We should have a com- 
mon rate of wages. 
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By Mr, Kennedy (Winnipeg): 

@. Approximately how many employees have you in your factory?—A. An | 
average of from 65 to 70 and a peak of 120. | 

(). What proportion of that is female?—A. Seventy-five per cent. 

Q. What is their average weekly wage or earnings?—A. Well, the govern- ! 
ment regulations require— ! 

Q. I know what the government regulations require, but what is their aver-_ 
age earning?—A. Throughout the summer? 

Q Yes?—A. I have not got that. I did not come prepared with anything | 
like that. 1 

@. But you know approximately. Take during the season when they are | 
actually canning, what do girls earn?—A. They should earn in the neighbourhood | 
of at least $12 a week. 

Q. In the neighbourhood of at least $12 a week?—A. Yes. 

@. Can you say anything as to the condition throughout Ontario in canning 
factories as to what girls actually earn and receive?—A. Well, I believe that the 
regulations are enforced. 

Q. Well, what about your own case, your factory?—A. They enforce them 
in our plant. 

Q. They enforce the regulations in your plant?—A. Yes, they do. 

Q. They do?—A. Yes. 


By Mr. Young: 
@. What months do you operate in the year?—A. How many months? 
Q. Yes?—A. Approximately five months. 
Mr. SoMMERVILLE: Thank you, Mr. Smart. 
The Cuatrman: It is almost six o’clock. We will adjourn until eleven 
o'clock to-morrow morning. 


_ The committee adjourned at 5.55 p.m. to resume on Friday, May 18, at 11 
a.m. 
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HouskE oF COMMONS, 
t Room 368, May 18, 1934. 


The special committee appointed to inquire into price spreads and mass 
buying met at 11 a.m., Hon. H. H. Stevens presiding. 


Mr. Norman Sommerville, K.C. of Toronto and Mr. W. W. Parry, K.C. 
of Toronto appeared as counsel for the committee. 


The CHarrMAN: The minutes of yesterday’s meeting record the names 
of the witnesses heard and the list of exhibits filed. I declare the minutes 
approved. 

I have here a communication from Mr. Francq of the Minimum Wage 
Board of Quebec. The communication contains a statement of the textile 
industry showing the number of firms and the number of employees in the three 
classifications, the knitting mills, cotton mills and silk mills, first in the city 
of Montreal and then the province of Quebec as a whole. It shows the number 
of firms reporting and the firms employing workwomen, piece workers, time 
workers, and the average weekly wages received and the average weekly basic 
wage. It also includes Minimum Wage board typical orders No. 5 and No. 6, 
giving the rulings of the board on certain phases of employment. These are 
filed as exhibit 181, and are available to members of the committee. 

Communication from Mr. Franeq re Minimum Wage board, province of 
Quebec, filed and marked exhibit 181. 


Henry WituiAmM Hunt called and sworn. 


By Mr. Sommerville: 

Q. Mr. Hunt, what is your occupation?—A. I am a fruit and vegetable 
grower. 

Q. One of the men of the land?—A. Yes. 

Q. And where is your farm?—A. Northumberland. 

Q. In Northumberland county?—A. Yes. 

Q. Whereabouts do you live?—A. Brighton. 

Q. That is in the heart of a very large fruit and vegetable growing dis- 
trict?—A. Yes, sir. 

Q. And your county is close to the very large fruit and vegetable county 
of Prince Edward?—A. Very close. 

Q. So you have a large area devoted to fruit and vegetables?—A. Yes. 

Q. In that area you do a very large business, I understand, with the can- 

ning companies?—A. Yes. 

. Q. Then, the farmers growing vegetables do not market them ordinarily 
through the basket method?—A. No. 

Q. They market them practically entirely with the canning company ?— 
A. Yes. 

Q. You are then, dependent upon the canning companies for your outlet 
for the product of growers?—A. That is right. 

Q. Are you a member of the Northumberland county canning group asso- 
ciation?—A. Vice-president. 

Q. You are vice-president? You have been associated with this business 
for a great many years?—A. Twelve years. 
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@. Now, you heard the brief read by Mr. Robinson yesterday, and I shall 
ask you to be good enough to give this committee the benefit of your know- 
ledge and information respecting the vegetable situation particularly. I under- 
stand you have a particular knowledge of tomatoes?—A. Yes, mostly toma- 
toes. In what line would you wish me to carry on with this? 

(). Tell the committee in your own way what are the difficulties that you 
and your association have in the matter of tomato growing with relation to 
canning companies?—A. Well, the chief thing we have against it is price. It 
cannot be grown for the price paid by. the canners those last three years. | 

Q. That is, the crop cannot be grown for the price paid by the canners | 
during the past three years?—A. No, they cannot, not under the canners’ rul- 
ing of 175 to 200 bushels per acre. 

Q. As a result are there accumulating debts and obligations in your dis- 
trict?—A. Oh, most certainly. 

Q. What effect has the very low price that has been paid for tomatoes upon 
the growers?—A. Really, the growers have to go to the bank with the canners’ 
contract to get money to pay last year’s taxes, and still going in the hole all the 
time because they cannot produce this year’s crop at a profit, and they are 
going down hill. 

Q. Now, is that a general condition that is prevalent in a number of cases 
throughout your district?—A. Oh, a tremendous lot. 


By Mr. Young: 
@. When they take those contracts to the bank, they can get money ?—A. 
They certainly can. That is admitted by the bankers. We have got that admis- 
mission from one of the bank managers. 


By Mr. Sommerville: 


Q. They can get money to pay the previous year’s taxes?—A. I asked a 
bank manager if that was so, if he had that as collateral. He had a pile, up 
so much. 

Q. He just raised his hand about a foot above the table to show how 
many he had?—A. About that. 

Q. About that many contracts held as collateral for farmer’s obligations? 
—A. Yes. 

Q. At that particular bank branch?—A. Correct. 


By the Chairman: 

Q. Do you suggest, Mr. Hunt, that that fact forced the growers to accept 
contracts that otherwise they would not accept?—A. It certainly does; in my 
opinion it certainly does. 

@. You know the contract we had here yesterday?—A. Yes, I have seen 
them. 

Q. You have seen lots of them?—A. Yes. 

Q. What is your view of the contract, now, independent of the necessity 
of signing one for the purpose of bank credit??—A. Well, in my opinion, it 
is not a contract. 

Mr. SOMMERVILLE: It is not a contract? 


Wirness: I do not think it is; it is not mutual between the two sit is 
all for one. 

The CuairMan: I would say it is rather an amazing contract, but we 
should like your view on that. 

Witness: My view on that is, it is not a contract, and is very very 
unfair to the grower in any way at all. 
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By the Chairman: 


Q. Would you say that is a representative view of the growers?—A. It is, 
sir; it certainly is. 

Q. The grower resents having to sign an owners’ contract of that kind?— 
A. Yes, they do resent it yet they are helpless. 

Q. They are helpless?—A. Yes. 


By Mr. Sommerville: 


Q. They have got their farm and equipment, but they have no other outlet? 
—A. And people dunning them for money. They can go to the bank when 
they get one of those contracts and get cash to carry on with. 


The CuairMAN: Did you ever find a loophole in the contract through 
which you could escape? 

Wirness: No, never did yet; the canners have lots of them. 

Mr. Facror: I think it would be well to read one of the contracts in the 
evidence. I do not want to waste the time of the Committee but I think that 
could be done . 

Mr. Youne: I think we had the essential features read in by Mr. Ken- 
nedy yesterday. 

Mr. SOMMERVILLE: We had two or three features. At this point we will 
just have a copy of the contract copied in the record and treated as though 
it were read in. 

The CuarrmMAN: And it will be described as the contract which the wit- 
ness has referred to. 


TOMATOES 
Read the Whole of This Contract Carefully. 
CANADIAN CANNERS, LIMITED 


HEAD OFFICE, HAMILTON, CANADA. 


GROWER’S CONTRACT 


I hereby contract and agree to grow and deliver during the season of 1934 
to the Canadian Canners, Limited, hereinafter called the company, at its fac- 
tory or elsewhere in Brighton if required by it the following produce in first 
class order and condition and when at its best condition for canning purposes 
and in accordance with the terms and conditions hereinafter set forth, which 
are hereby accepted and made part of this contract, the Company agreeing 
to pay me therefor the prices specified herein which are hereby accepted. 

3 acres tomatoes at 274 cents per bushel. 

Canadian Canners Ltd to supply plants at $3. per M. Positively no 
payment will be made unless weight tickets are surrendered at time of settle- 
ment. 

TERMS AND CONDITIONS. 
Tomatoes. 


Produce of all kinds must be strictly first-class in size, quality and con- 
dition; absolutely fresh, firm and clean and in the very best condition for the 
purposes required. Frozen, sunburnt, bruised, unsound, over-ripe, under-sized 
and underdeveloped specimens cannot be accepted. 

Tomatoes should be of the large, smooth red varieties, not less than 24 in. 
in diameter, solid, sound and clean, picked when red ripe and delivered fresh 
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picked, free from stems. Rough, undersized, jammed, bruised, sunburnt, or 
dirty tomatoes, or those partially ripe, green on one side or with yellow ends, 
will not be accepted. 


Quality. The company, or its agent, is to be exclusive judge of the quality | 
of all produce and of its condition and fitness for canning. When any produce — 


is not judged to grade first class according to contract, a reduced price fixed 
by the company may be paid therefor, which must be accepted by the grower, 
or such produce may be rejected entirely. 


Payment. Payment will be made for tomatoes on December Ist, or one — 
half November 15, and balance December 15 next, subject to one per cent. — 


discount for payment in full on November 15, growers’ option. 


Crop Reports 

Crop prospects must be reported weekly to the local office on postcards if 
supplied for that purpose. In case of failure to comply with this provision, it 
is agreed that other growers complying therewith are entitled, in case of con- 
gestion at the factory, to priority in the acceptance of their produce. 

Seed 

The company reserves the right to supply at reasonable prices all seeds 
necessary for filling this contract. 
Crates 

The grower must furnish all necessary tomato crates which must be dis- 
tinctly and plainly marked for ready identification and shall be at all times 
at owners’ risk. All tomato crates must be weighed back if requested. 

No tomatoes grown under this contract will be accepted after October 1 
unless the company consents to such delivery. 

Delivery : 

Delivery shall commence as soon as the first of the crop is in suitable 
condition for delivery and is available in sufficient quantities to warrant opera- 
tion of the factory, in the opinion of the company without further notice. All 
produce must be delivered before six o’clock p.m. and unless otherwise agreed, 
no delivery will be received on Saturday or any day preceding a public holiday. 
The company will not be bound to take delivery of any produce on any days: 
on which the Agricultural Fair of the County or District is held, if unable to 
operate at full capacity through shortage of labour. 

When, in its opinion, the company is unable from any cause to take proper 
care of the produce at its factory for proper canning, the company, upon notice 
to the grower, may limit the delivery of produce to a quantity per acre per 
day, which, in its opinion, will allow it to handle the produce in such manner 
as to take proper care thereof, and the company at its option, shall not be. 
bound to accept from the grower a quantity in excess of 175 bushels per acre. 
Special 

All produce unfit for delivery and acceptance within this contract shall, 
at the option of the company, on notice to the grower, become the property 
of the company, and the company shall have the right after such notice to 
enter upon the lands where the same is grown, or wherever it may be, and to. 
take possession thereof, and all costs, charges, and expenses of taking and 
acquiring such possession shall be charged against the grower, and be deducted 
from any moneys payable to him, but the said produce shall at all times until 
delivery thereof at its said factory be, and remain at the growers’ risk and 
subject otherwise in all respects to the terms of this contract, and the company 
shall not be liable to pay for any produce not so delivered to and accepted 
by it at its factory. 

In the case of a wrongful sale of the produce, the company at its option 
shall be entitled to receive from the grower 50 per cent of the price received by 
him therefor as liquidated damages, which the grower agrees to pay. 


——— 
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If the grower grows similar produce for, or supplies to other canners on or 
from the same land or other lands, this contract at the option, of the company, 
may be cancelled and terminated by the company at any time, in whole or in 
part, or to such extent as the company, by written notice to the grower, may 
determine. 


Fires, Strikes, Etc. 

In case of fire, strikes, power shortage, or any cause beyond the control 
of the company, whereby it shall be unable to operate its factory, all rights 
of the growers under this contract shall be suspended, and the company shall 
not be bound to accept delivery of produce hereunder until such cause can be 
removed, and provided that if, in the company’s opinion, the factory cannot 
be operated to carry on its contracts, this contract may, upon notice to the 
grower, be thereafter determined and ended by the company, but in such case 
the company will use its best efforts, if feasible in its opinion, to receive and 
use the produce at some of its other factories. 

The company reserves the right to cancel this contract on or before March 
1 next, by notice to the grower. Any notice to the grower hereunder may be 
given by mailing it in any post office addressed to him at his address as shown 
hereunder or delivered personally or left for him at his residence and shall be 
deemed to have been received by him if mailed, one day after mailing, or if 
left for him at his residence on day it is so left. 

Witness 
Name. Of CONLPACLOR aa. wie ape Eau smes Se 


Bostat ies Adresse ecpencnrtthe Chron tre 


each aia ier 2 Seg ee OC eet ce ete ee tre a Tre 

Canadian Canners, Limited, hereby accept the said contract and agree to bind 
themselves to the terms thereof. 

eaten Pe ree, F He bts aad WuetOry NOT te ete 


Pemend mieiplicate ow firm thal otered 4 42a -bie Gonat oan Local Manager. 
Canadian Canners, Limited. 


Mr. Factor: Are they all the same? 

Mr. Youne: Mr. Smart said last night they had a different contract. 
The CHAIRMAN: This is the tomato contract. 

Mr. SoMMERVILLE: Of Canadian Canners. 


The CuarrmMan: A grower’s contract with Canadian Canners. Is that the 
type of contract to which you have been making reference? 


Witness: That is the one we have. 


By Mr. Factor: 


Q@. That is the form of contract you entered into with the Canadian Canners? 
—A. Yes, and the other canners are very much the same. 


By Mr. Young: 
Q. The other canners’ contracts are very much the same; they vary a little. 
Q. We had a canner here last night who said he had a different one, that 
he took the whole crop?—A. Oh, it must be an independent canner. I am not 
dealing with independent canners in any way. 


By Mr. Sommerville: 
Q. When you referred to canners, you referred to the larger companies?—A. 
I refer to the larger companies. 
86332—1313 
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Q. Canadian Canners, Associated Quality Canners, and so on?—A. Nesbitt 
Canners. 

Q. Nesbitt Canning Company is one that would not be like the other one, 
and similar companies?—A. Yes. 

Q. Can you give us some observations with respect to the operation of the 
contracts? We had some information given in the brief yesterday about how it 
works; but I understand you attended a meeting of the executive of your 
association recently and some observations were made there?—-A. Possibly it 
would be as well to read the minutes of our association meeting. 

Q. Yes.—A. Held on April 22nd. 

Q. Last month?—-A. Yes. 

“Managers of large canners are given a bonus for the men who put up the 
most cases per bushel ”. 

That is one of the points there. 


Mr. Youne: Most cases per bushel? 
Witness: Yes, given a bonus. 


By Mr. Sommerville: 


Q. Given a bonus?—A. Yes. 

Q. By the manager of the canning company you mean the branch managers? 
—A. That is correct. 

Q. The branch managers of certain large canners are given a bonus for the 
men who put up the most cases per bushel?—A. Yes. 

Q. You mean by that one branch plant competes with another?—A. Yes. 

Q. And the manager who is able to get the most cases per bushel out of his 
tomatoes gets a bonus?—A. A point that I would like to make is this, there would 
be the matter of dockage. 


The CHAIRMAN: Exactly what happened in the grain business in the west 
years ago before the amendment to the act? 


Witness: If that manager was against the growers in any particular way at 
all, he could very easily take off five pounds or ten pounds per crate, or per 
bushel as the case may be, as dockage, wastage on tomatoes, and that would con- 
sequently bring his package of crates up. 


By Mr. Young: 


@. How do you agree on dockage?—A. You cannot. agree; never has been 
agreed on. 

Q. He fixed the dockage?—-A. By God he does, in great shape. Excuse the 
English, please; I feel hot on those things, sometimes. 


By Mr. Sommerville: 


Q. That is to say, because of this competitive system amongst the branch 
managers of the large canning companies, and a bonus being given to the men who 
produce the most tomatoes out of what they buy A. Correct. 
you think it is an inducement to the local manager that prompts him 
to make use of his dockage privileges to reduce or to take from the farmer a 
certain amount of weight?—A. I certainly do. 

Q. And reduce the grade that the tomatoes ought to come at?—A. The grade 
is all one grade, anyway; good, bad or indifferent, it is all the same. 

Q. Good, bad or indifferent, it is all the same?—A. It all goes through, flies 
and everything. 

Q. It all goes in?—A. Yes. 
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By Mr. Young: 
Q. Do you say flies go into the can?—A. It all goes through the factory, 
anyway. By God, I have seen it. 
Mr. Epwarps: We will all be off canned goods for life. 
Mr. SoMMERVILLE: I think Mr. Hunt was just joking about that. 
Mr. Heaps: He had better say he was joking. 


By Mr. Sommerville: 


Q. The fact is all the tomatoes that go in there go through the canning 
plants?—A. Yes. 

Q. And you feel that the inducement that is offered to the manager to produce 
the most cans per bushel affects his judgment?—A. I certainly do. 

Q. In dealing with the farmer; and the result is that he docks the farmers 
for grades and weights?—A. I think so. 

2 Q. And reduces the amount that he pays to the farmer accordingly?—A. I 
really do not think so. 

@. And shows a better return for what he has bought?—A. Yes. 

Q. Was that the general consensus of opinion of the growers who were present 
at your association meeting in April last?—A. Yes. 

Q. Yes.—A. “Culliver and Leavens, of Prince Edward county, supply every- 
thing, charge 5 cents per dozen—pay for machine in three years—buy own motor 
—pay cash for can cases and balance to grower—take whole pack.” 

@. For the home canner proposition?—A. Yes. I am just giving the minutes 
of our meeting—it is more probably notes. 


King and Rankin—furnish all equipment.—Grower furnishes labour, 
fuel, plants, building, guarantee 40 cents per case, take everything grown. 
Pay for pack first December. 


(. There is another firm that offered to take the home-canned tomatoes on 
this basis?—A. Yes. 

(). Guaranteeing 40 cents a case?—A. Yes. 

Q. Would 40 cents a case mean 40 cents a bushel?—A. Yes, roughly it would 
mean that. 

Q. It takes how many bushels of tomatoes to make a case?—A. Roughly, 
one bushel would make a case of tomatoes if they are like asked for in the con- 
tracts. 

Q. If according to the quality asked for in the contract?—A. That is right. 

Q. So that the guarantee of 40 cents a case would mean a guarantee of 
approximately 40 cents a bushel?—A. Yes; they clean them, pay for the labour, 
fuel and plant. 

Q. They have to pack them?—A. Yes. 


By Mr. Factor: 


Q. What else goes into a can of tomatoes besides tomatoes?—A. Supposed 
not to be anything. 

Q. Nothing at all?—-A. Supposed not to be; tomatoes and all their juices. 

Q. Tomato and juices?—A. I think the act says a certain amount of solids. 

@. The act requires that the can shall be so much. That is the requirement 
as to the quantity of solids?—A. That is the canner’s point of view. 


By Mr. Edwards: 
Q. Is there any chemical to preserve them?—A. I do not think so. 
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By Mr. Young: 

Q. Under this home-canning arrangement, how do they get uniform quality 
of tomatoes put up in different homes under different auspices?—A. Well, it 
would be about the same as if I would go to my own pack and pick some for the 
wife to put up. I would not willingly pick anything that was bad. I do not 
mean to say I would not pick them undersize. 

Q. What supervision is exercised? The farmer can take his pick when he 
has them at home; but is there any inspection conducted in the homes when 
they are doing the work? How do they know it is properly done?—A. If it is 
done by more than one family, I would presume it would be government inspec- 
tion. 

Q. You are a grower of tomatoes?—A. Yes. 

Q. Somebody offers you so much per case—I want you to preserve a can 
of those tomatoes in your own home, and I offer you so much a case for doing it. 
How do I know you put them up properly and that your pack is the same as 
your neighbour’s pack, and when they put the label on them, how do they know 
it is a uniform article?—A. They do not know at all; they presume so. 


By Mr. Sommerville: 
Q. At any rate, you do not pack?—A. We do not pack. 
Q. You sell to the canner?—-A. I sell to the canner. 
Q. These are the reports of the meeting in regard to the price offered?—A. 
That is done, and it can always be verified. 


By Mr. Young: 

Q. Are we going to have here the men who buy tomatoes on this basis? —A. 
If you want names, I can give names. 

Q. What I want to get at is this: if I go into a store and buy tomatoes that 
are packed on that basis, when I buy that man’s brand, am I sure I am going to 
get the same brand tomorrow as I got today?—A. No, I do not think so. The 
season would vary them a little bit, certain parts of the season. 


By Mr. Sommerville: 

@. Perhaps we can clear this up for the record. In this home canning indus- 
try, each farmer packs the crop that he raises himself?—A. Yes. 

(. Sometimes he may pack some of his neighbour’s?—A. Yes. 

(). But it is all done in the kitchen of the farmers?—A. Or in the small out- 
buildings built for the purpose. 

@. Then, the pack is sold to some distributor?—A. Yes. 

Q. The distributor supplies the labels?—A. Yes. 

@. And the same label will go on all the pack in the district?—-A. That is 
one of the— 

Q. And so the distributor is distributing tomatoes that are packed perhaps 
in ten, twenty, thirty or forty different farmers’ homes?—A. Yes, to the best of 
my knowledge, that is correct. 

Q. That is the system?—A. Yes. 

Q. I am just trying to get an idea of the system. Therefore, there is no per- 
son who can say that this can of tomatoes is the same as the next one, because 
it may be packed in a different farmhouse?—A. Yes. 

Q. And there being nothing but tomatoes going into the can, that is the only 
guarantee you have that there is nothing else put in?—A. Person’s integrity 
itself. 

Mr. Heaps: What about the health regulations governing packing? 

The CHAIRMAN: There are none. 
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By Mr. Sommerville: 


Q. There is no inspection by any government official of the homes where 
they are packing those farmers’ tomatoes?—-A. That I cannot say. 

Q.Is there? Perhaps we will learn that from the canners?—A. I cannot say. 

Q. With reference to the home canners, I think we have the picture pretty 
well before us now. What do you say, on the basis of the prices sold last year, 
the growers would have received?—A. In what way do you mean? 

Q. Under that home packing method of last year, on the basis of the prices 
sold last year, every grower under that Culliver and Leavens plan would receive 
how much?—A. From 35 to 40 cents per bushel. 


By Mr. Young: 


Q. Would they get any allowance for packing in addition to that?—A. That 
ig included in everything. I think about half a cent a case, or one cent a case, 
would cover all charges. 

Q. Do you mean they can peel those tomatoes and put them in the cans, 
cook them and so on, for half a cent?—-A. To the best of my knowledge, yes. 
They are done quickly when they are being packed that way. 


By Mr. Sommerville: 


Q. Now then, the question of the contract came up. What was the result 
of the discussion of those contracts and the price of 25 to 274 cents offered this 
year?—A. “Tomatoes— contract— hardship. 274 cents to 25 cents. 175 bushel 
limit. 

Q. That is a quotation from the minutes of the meeting?—A. Yes. “With 
farmers accepting such prices they have become so involved as result of relying 
on income from canning factory crops to the exclusion of other lines of agricul- 
ture endeavour, that they have no alternative—lack of live stock sufficient to 
carry on. Bankers admit enough contracts are handed over to the banks for 
collateral for money to carry on that growers of this calibre establish the price 
in the district. Banks suggest in case of delinquent patrons get a contract with 
canning company to clean up their indebtedness.” The banks suggest that. 

Q. With reference to farmers who are in debt to them?—A. To the bank. 

Q. The bank suggests to them to get a contract with a canning company to 
clean up their indebtedness?—A. We know we cannot get money from the bank 
unless we have one of those. 


By Mr. Factor: 


Q. Do you know of an actual case where the bank did tell the grower who 
was in debt to the bank to go ahead and get a contract in order to pay that 
debt?—A. I can give particulars. 


By Mr. Young: 

Q. Is the contract with one of those canning establishment just as reasonable 
as the contract with Canadian Canners?—-A. No; you have there a contract 
from the company that you are packing for. 

Mr. SomMERVILLE: You have a contract with the company you are packing 
for?—A. Yes. 


By Mr. Young: 


Q. Does it make any difference to the bank whether your contract is with 
the Canadian Canners or with one of the companies that allows you to can at 
home?—A. I do not think so; I would not say. 
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By Mr. Kennedy (Peace River): 


Q. Does the bank collect the money from the canners?—A. It is a first 
mortgage on your crop. 

Q. Any question about your getting a living out of it, for instance?—A. Oh, 
Lord, they do not allow you to live. 


By Mr. Sommerville: 


Q. At any rate, it is a first charge upon your crop’—A. Yes. 

Q. Go on with your notes with reference to that—A. “Prince Edward 
county wonderful example. Involving fertilizer and seed grain. How much credit 
allowed on a contract.” 

Q. You referred to the notes or minutes, and you say Prince Edward county 
is a wonderful example?—A. Yes. 

Q. Of the plan of home canning?—A. Yes. 

Q. And also of the plan of taking contracts to the bank?—A. Well, it is that 
way. 

Q. I see it says “ Involving fertilizer and seed grain.” What is the refer- 
ence to that?—A. They bought it co-operatively, and consequently can get a 
better price than can be obtained by the individual farmer, and another point 
on that—how shall I put it. The canning companies field man in some cases, we 
know, has the fertilizer agency, and he makes it a point that a man taking a 
contract for tomatoes from them must buy his fertilizer from them; and conse- 
quently they are paying anything from $6 to $11 a ton more than what they 
would otherwise be paying in buying through the regular channels. 


By Mr. Factor: 


Q. Is he acting in the interests of the canner?—A. No, not acting for the 
canner. The canning companies’ field man, their representative, who goes out 
taking contracts— 


Mr. SOMMERVILLE: For tomatoes? He is also a fertilizer man? 
The WitnNEss: Yes. 


By the Chairman: 


_Q. Does he refuse to give a contract to buy tomatoes unless they buy his 
fertilizer?—-A. They have refused to give acreages. 


By Mr. Young: 


Q. Have you ever reported that to the company?—A. No. It has generally 
been brought up in our meetings and discussed, the best way to go at these things. 
It is absolutely of no use for us to go at it and buck the fertilizer firms inde- 
pendently. 

Q. If a buyer for a canning company is sent out by the company to buy 
tomatoes and refuses to buy your crop because you won’t buy fertilizer from 
him, I should think the company. would fire that man pretty quickly?—A. No, 
they don’t refuse to buy the crop. They won’t give us acreage. They go out in 
the spring of the year to take acreages. They have been asked by their company 
to get so many acres. 


By Mr. Sommerville: 


@. They have been asked to get so many acres of tomatoes; that is to say, 
to contract for so many acres of tomatoes at 200 bushels to the acre?—A. Yes. 

Q. That is the way the annual contracts are made?—A. Yes. 

Q. And the field man is sent out to get this acreage?—A. Yes. 
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Q. Then you say when he goes out to get this acreage, the field man is also 
a fertilizer man. What happens?—A. If they don’t buy his fertilizer, they don’t 
get the acreage; that is all. 

Q. At least, that is the feeling among the farmers?—A. It is, very much so. 
I think this can be vouched for, too, without very much trouble. 


By Mr. Factor: 


Q. Have you ever experienced that yourself?—A. No, I have no kick myself 
with the canners. I have always had mine go right in. 


By Mr. Sommerville: 


Q. You have had your acreage each year?—A. Yes. [| am just fighting for 
the other fellow. It makes no difference with me, for that part. I have no kick 
whatever with them. 

Q. We had an example—at least it was referred to in the brief yesterday 
_that sometimes when they take these contracts, they will just run for a cer- 
tain number of days in the season, and then close down?—A. Yes. 

Q. And those who have made contracts are out of luck; have you any 
examples of that?—A. I have. 

Q. Referred to at this same meeting?—A. Yes, I have. One canning factory 
ran for ten days out. of a season’s run, One man—the names can be given to 
the committee of these—had 400 bushels per acre, on 4 acres, and not one 
tomato delivered. 

Q. Although they were under contract?—A. Yes. I saw the contract. I 
may say just here, too, that I helped estimate that man’s acreage after the 
factory closed down, when proceedings were going to be taken against them, a 
hardship on him, We used the factory field man’s figures, and had an inde- 
pendent man come with me, quite a well-known man there, to count them, and 
we did the estimating ourselves. I was personally in on this. 

Q. That man had 400 bushels to the acre?—A. On 4 acres. 

Q. That is 1,600 bushels?—A. Yes, and not one tomato delivered. 


Mr. Facror: Of course, that goes to the interpretation of the contract. If 
it is really only an option to buy as much as they want, there is nothing which 
forces them to take that. 


By Mr. Sommerville: 3 
Q. Did the case go to court?—A. No, it didn’t go to court, but at the time 
it was going to court the canning factory owners came and offered him a cheque 
for $50. That $50 looked good to him just then—I guess he thought it was 
better than fighting—and he took it. 
Q. He took $50?—A. Yes. 
Q. In settlement of his loss?—A. Yes. 


By the Chairman: 

Q. Before we leave that question of fertilizer, and the agents of canneries 
acting as fertilizer agents, can you tell the committee how those agents are 
paid? Are they salaried officials of the cannery ?—A, J think so, yes. In some 
cases I know they are. 

Q. Fertilizer agents on the side on commission, I suppose?—A. They had 
a side line. I don’t think it is right, I don’t think it should be. We have dis- 
cussed that at our meetings at different times, and I don’t think it should be. 


By Mr. Factor: 
Q. What happened to that particular fellow’s tomatoes?—A. Just wasted. 
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By Mr. Kennedy (Peace River): 
Q. What would they be worth? What were they worth at the prices going 
on then? 
Mr. SOMMERVILLA: 25 cents a bushel. 
The Wirness: They were contracted at 35 cents. That is 1931. 
Mr, Factor: 1,600 bushels. 
The Witness: 1,600 multiplied by 35. 


By Mr. Sommerville: 
Q. About $500 or $600, and he got $50. What other examples had you 
under that?—A. The Associated Quality Canners cut a good load 60 per cent. 
Q. Cut that load 60 per cent. What do you mean by cutting the load?—A. 
That means that if a load of tomatoes went in, say 100 bushels, all you would 
be paid for would be 40 bushels. 


By Mr. Young: 

Q. Why did they dock you 60?—A. Search me, They got plenty I guess. 

Q. Were those tomatoes over-ripe, under-ripe or spotted? Was there any 
defect in them, in any way?—A, Not to my knowledge, It is just a matter of 
their system of doing business, 

Q. You don’t mean they will practically say, “You have 100 bushels; we 
are going to pay you for 40?”—A. By jingo, I have had them tell me they 
would take off 10 pounds of each crate, that they had got plenty. You don’t 
know how much they have. : 

Q. You had them tell you they would take 10 pounds off each crate?—A. 
Yes. 

Q. They had the right to do so under their contract?—A. Yes. 


Mr, Factor: JI can’t sit here and believe these things, it is so shocking to 
me. I would like a little more information on that, Mr. Hunt. 


The Wirness: I will try and give you what information I can. 


By Mr. Factor: 


Q. Did you experience that yourself?—A. I have experienced the point 
myself where I have probably taken down 40 crates of tomatoes, and been paid 
for 30. 

@. What reason was assigned for that?—A. Well, if the season was rather 
poor, there would be no reason at all; but as the season was good, they were 
getting all they wanted. 


By Mr. Sommerville: 
(). If the season was poor, they would take the whole 40 crates?—A. Yes. 
Q. And pay for the whole 40 crates?—A. Yes. 
Q. But if the season was good, and they were getting all they wanted, you 
say under their contract they would pay you for 30?—A. Yes. 
Q. Is that because they would reduce the grade of your tomatoes?—A. No, I 


don’t think that. That was the excuse they would put up, of course. 
Mr. Instey: That is what we want to know. 


By Mr. Sommerville: 


Q. That is the excuse they would put up, you say?—A. Yes. 
Bute Epwarps: I think the witness ought to give the specific case which 
he is speaking of. 


Mr. SoMMERVILLE: “Yes. 
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Mr. Facror: Does he mean the company only purchased 30 out of the 40 
crates? | 
Mr. Instny: They graded them down. Mr. Robinson said when they were 
plentiful they were severe in their grading, and when they were not plentiful 
they were generous in their grading and practically took them all. 

The Witness: That is right. 

Mr. Instry: It is a question of grading, apparently. 

The Wrirness: That is it. And the canner is the grader. 


By Mr. Sommerville: 
Q. With regard to the tomatoes that were taken in your own experience, the 
40 crates which were reduced to 30 crates, were they tomatoes which were all 
the grade required by the contract as first erade?—A. Most assuredly. If they 
hadn’t been, they would not have accepted them, would they? 


By Mr. Kennedy (Winnipeg): 
Q. What became of your 10 crates?—A. Left there. We have nothing to 
say on that; presumably in the cans. 


By Mr. Factor: 

Q. You mean they took the 40 crates?—A. Yes. 

Q. And only paid you for 30?—A. Sure. 

Mr. Factor: Unbelievable. 

Mr. Kennepy (Winnipeg): I think we ought to have particulars. 

Mr. SomMERVILLE: It is the same thing as reducing the grade. 

The CrarrMan: Of course, the point this witness and other witnesses make 
is this, that under this contract the sole authority for grading or determining the 
quality of the tomato is the canning company, the buyer; that there is no arbi- 
trator in between the grower or canning company whatever. 

The Witness: No one whatever. 

The CrarrMan: Then the inference is—or the charge, if you like to put in 
that way—that when tomatoes are plentiful canneries will deliberately degrade 
the tomatoes received; and the inference is that they do that for the purpose 
of lessening the cost of the goods they purchase, although the grower contends 
that the quality is not inferior. 


By the Chairman: 

Q. That is the story that you wish the committee to receive, is it not?—A. 
That is it. 

Mr. Kennepy (Winnipeg): I think he has gone farther in this instance. He 
said he had an instance himself where he delivered 40 crates. The 40 crates 
were kept by the canning company, though he was only paid for 30. 

The CuatrMAn: That is right. 

Mr. Kennepy (Winnipeg): I think we ought to have the details. 

The Wrrnuss: I can tell of one more case, with your permission, right on my 
brief here. 


By Mr. Kennedy (Winnipeg): 

Q. Tell us about that?—A. Delivered Associated Quality Canners 80 crates, 
not weighed, rejected. Grower to come back to grade according to grader’s 
instructions. These tomatoes were run and he was paid for 80 bushels, for a load 
of rejected tomatoes. { 
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By Mr. Sommerville: 

). That is a case you are giving us?—A. That is a specific case. 

Q. That is a case that occurred in your district?—A. Yes. 

Q. Where 80 crates were delivered?—A. Yes, brought in by the load in 
the morning, rejected. He asked permission to leave them on their platform 
while he had other business to see to. He came back in the afternoon to get 
those tomatoes, to take them home. He asked where they were. They were 
in the cans. 

@. And they had been rejected?—A. They had been rejected. Those were 
run, and he was paid. 

Q. He was paid for them?—A. The full 80 bushels. 


By Mr. Ilsley: 


@. They changed their mind about rejecting them?—A. Yes. 

Mr. Factor: That is not as serious as your other allegation. 

Mr. SoMMERVILLE: No. 

Mr. Facror: I feel the same as Mr. Kennedy does, that it requires some 
explanation. 

Mr. SOMMERVILLE: Let me get the explanation of this other one. 

The CHAIRMAN: His own. 


By Mr. Sommerville: 


Q. In your own case, Mr. Hunt, do I understand your case to be that you 
took 40 cases of tomatoes in?—A. I brought so many 40 cases I could not give 
you this figure off-hand, till I went home and looked up my records. 

 Q. Well, approximately 40 cases?—A. Yes. 

Q. You took those to the canner, under your contract?—A. Yes. 

(. Under the contract, if they were first grade, you would be entitled to 
receive how much for those tomatoes?—A. 35 cents per bushel. 

Q. And instead of receiving 35 cents per bushel for the 40 cases, you 
received 35 cents per bushel for 30 cases?—A. Yes, approximately. 

Q. Is that the situation?—A. Yes, that is the situation. 

Q. In other words, they reduced the grade so that the net amount you got 
was equivalent to 30 cases at 35 cents?—A. That is correct. 

Mr. Kennepy (Winnipeg): No, that is not what he said 

Mr. Factor: That is different. 


Mr. Kmnnepy (Winnipeg): He said they got 40 cases, and paid him 
for 30. 


The Witness: That is the point. 
Mr. Kennepy (Winnipeg): Let us get it. 


By Mr. Sommerville: 


Q. That is, they paid you for 30 cases at 35 cents a case?—A. Yes, and 
got 40 cases. 

Q. And got 40?—A. Yes. 

@. In other words, 10 cases were equivalent to the degrading?--A. Yes, 
that is right, or in their opinion what it was. 


Mr. Hears: Did they pay so much a case? 


By Mr. Kennedy: 


Q. Is the argument that 10 bushels were unfit for canning? Is that the 
argument?—A. That is the argument. . 


: 
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By the Charman: 
Q. It is dockage?—A. It is dockage. 


By Mr. Kennedy (Peace River): 

Q. In your judgment, were there 10 bushels that were unfit for canning? 
—A. Oh, heavens no. I know I never picked that kind of tomatoes, and I 
don’t know anyone that ever did. You may be as careful as you can, but there 
are some that will get by you. But I have always tried to do the square thing. 


By Mr. Kennedy (Winnipeg) : 
Q. When did this incident take place?—A. 1931; September, 1931. 


By Mr. Young: 

Q. Coming back to the 80 bushels, or the 80 crates, on what grounds were 
they rejected? Because they were not fit for canning, or because they didn’t 
need them?—A. Well, evidently they needed them, because they used them. 

Q. But in the morning when they rejected them, did they say, ‘ These 
are not fit for canning,” or did they say, “ We don’t need them?” What rea- 
son did they give the man for not taking his tomatoes that morning?—A. That 
is not a personal case of my own. I have not got that. I can get it. 


By the Chairman: 


Q. Were they under contract?—A. Yes, under contract. 
Q. When was that?—A. 1931. 


By Mr. Sommerville: 


Q. This was one of the cases reported to your association last month?— 
A. Yes. 


Mr. Younc: It is important that we should have that, because if they 
said, “ These tomatoes are not fit for canning, we must reject them”, and 
then canned them, that is a serious matter. If they said, “We can’t handle 
those, we are filled up”, and then they found they could handle them later 
in the day, that is a different matter. 


The Witness: You have the name there, Mr. Sommerville. 


By Mr. Kennedy (Peace River): 


Q. Did he get the regular price for them?—A. Yes, and no dockage; paid 
the full 80 bushels, or 80 crates. 


By Mr. Ilsley: 


Q. There are number 1’s and number 2’s, I think Mr. Robinson said?— 
A. No, there are no grades. * 

Q. No grades?—A. Well, the grades the canners have got on the con- 
tract are better than our basket trade. 


By Mr. Sommerville: 


Q. The top grade?—A. The top grade. It is all that. You can’t grow 
the crop of tomatoes they want. 


The CHamrman: You could not make anything much better. 


By Mr. Ilsley: 


Q. They either inspect them and pay you the one price for what they 
inspect, or reject them entirely?—A. Yes. 
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Q. There is no question of paying one price for the top grade and a lower 
price for the next grade?—A. I have never known that. If they have got 
that in your contract you can expect the lower one. I have never known that. 

Q. It is a matter of either accepting or rejecting?—A. Yes. 

Mr. SOMMERVILLE: He says it is simply a matter of taking so many pounds 
less. 

By the Chairman: 

@. As a grower of experience, Mr. Hunt, can you consistently deliver to 
the cannery tomatoes described as follows:— 

Produce of all kinds must be strictly first-class in size, quality and 
condition; absolutely fresh, firm and clean and in the very best condi- 
tion for the purposes required. Frozen, sunburnt, bruised, unsound, over- 
ripe, undersized and undeveloped specimens cannot be accepted. 

Tomatoes should be of the large, smooth red varieties, not less than 
25 inches in diameter, solid, sound and clean, picked when red ripe and 
delivered fresh picked, free from stems. Rough, undersized, jammed, 
bruised, sunburnt or dirty tomatoes, or those partially ripe, green on one 
side or with yellow ends, will not be accepted. 

Is it possible to deliver that class of fruit out of the ordinary crop?—A. You 
can’thdo i. 


By Mr. Isley: 


Q. Would it be all right if there was what we call a tolerance in the apple 
business? That is to say, if a certain proportion had to be that way, say 90 
per cent, could you do that?—A. Yes, I think you could, but not anything 
approaching that price. ‘You could not deliver them for 27% cents a bushel. 

Q. We are not talking about price. The chairman was talking about 
whether it would be practicable to deliver that quality ?—A. No. it would not 
be practicable. 

(. If there were a clause in there saying that 80 or 90 per cent have to be 
of that quality, would that be practicable?—A. I don’t think that is in the 
contract whatever. 

Q. No, it is not in there, but would it be practicable? In packing apples, 
they allow for a certain proportion to be not up to specifications, because a 
certain amount will slip in—and it is provided for in the regulations—no matter 
how careful you are. If you had something like that in the contract, would 
that be a fair contract then, so far as quality is concerned?—A. I think it would. 
If we could get grading, which we have been advocating for years—I think if 
we had grading put into effect, but not the factory, it would solve all our prob- 
lems; so that we would have one or two grades, and be paid for whatever quality 
we put in. Now it is a flat rate; if we put in a good thing and you put in a bad 
thing, I have got to set up for what you have put in, under the present system. 


By the Chairman: 


Q. Your point is that such a standard is not a practical thing?—A. It is not. 

Q. The next clause says this: “ When any produce is not judged to grade 
first class according to contract,—or according to the preceding clause—a reduced 
price fixed by the company may be paid therefor, which must be accepted by 
the grower, or such produce may be rejected entirely.” In other words, if you 
can’t deliver what you say is an impracticable thing, then a price may be fixed 
by the company or the whole thing rejected. That js your contract?—A. That 
is it. 

By Mr. Sommerville: 

Q. That is what you call dockage?—A. That is what they do in dockage. 

I have never known a lower price put on. 
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Q. You have never known them to dock you by way of calling it a lower 
price?—A. No. mP 
The dockage is by way of weight?—A. That is right. 
_ So many pounds per bushel?—A. Yes, that is it. 
_ And that is equivalent to a dockage in price?—A. Yes. 
In actual practice that is the method that is adopted?—A. Yes. 
_ And the general method?—A. Yes. 


By Mr. Factor: 
Q. So that in your case, with the 40 bushels, they were of the opinion that 
they were not up to the quality as described in the contract, and they only paid 
you for 30 bushels? 


OOOHLHLH 


By the Chairman: 
Q. 25 per cent dockage?—A. Yes. That is not unusual. 


By Mr. Sommerville: 
Q. That is not unusual?—A. No. 
Q. Is that an experience which your farmers have had frequently ?—A. Oh, 
numerous times; quite a lot of it. 


By the Charman: 

Q. You didn’t take the trouble to watch and see whether those 40 crates went 
into the pack?—A. No, I am living 4 miles from the factory, and I always have 
my truck down. That was the report brought back to me about my tomatoes, 
and there also came back a few in the bottom of one of my crates, said that they 
picked that one, and that is how they got my dockage I didn’t see them do it, 
so I can’t dispute it; but I swear on a stack of bibles that I never did it, never 
picked such stuff. But that is all right. 


By Mr. Ilsley: 


Q. They sent back somebody else’s, do you mean?—A. Well, the inference is 
that, anyway. If they got by me, I am a poor picker; that is all I know. 


By Mr. Sommerville: 


Q. You have dealt with the 80 bushels. What is the next complaint that was 
lodged at this meeting?—A. Another man had 23 acres contracted, 4,900 bushels 
in, 4 acres loaded, didn’t get one bushel in. 7,000 bushels left on the field. Over- 
contracted practised by the company. 

Q. What do you mean by that?—A. Well, I think most canning factories 
have an estimate on the crop of 200 bushels to the acre—something like that. 
They can figure it approximately, anyway. And they would contract enough 
acreage to get that, if that was in a poor year, to get their pack for that year. 
If there came an extra good year, or a really fair year, they would have more 
than their requirements. 

Q. That is, the contracts covering the acreage would provide much more than 
200 bushels to the acre?—A. They were making sure of their point, that they 
were getting their pack. 

Q@. And then you say in that way they are over-contracted?—A. Yes. 

Q. Then when they are over-contracted, I think the statement was made that 
they are then strict in the grades?—-A. Yes, they are. ‘ 

(. And that is when the dockage takes place?—-A. It works to the detriment 
of the grower. 


Q@. That is when they restrict the amount that comes from the acreage?— 
A. That is right. , 
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By Mr. Factor: 


Q. How could a canning company tell, when they contract, what yield per — 


acre there would be?—A. Well, they can’t tell, nor can the farmer. He can’t tell 
what he is going to have. 

Q. You are complaining that it is a system of contracting per acre rather 
than buying so many bushels from each farmer?—A. Well, I think that would 
act in same way back on the farmer again, if he was contracting for so many 
bushels. Every year you can’t grow a good crop, even if you are a good grower. 
So many factors come in. If you are tied down to 35,000 bushels of tomatoes, 
and you have not got them, then you are in the soup. 


By Mr. Sommerville: 


(. If they contracted for the acreage, your contention would be that they 
take the good tomatoes from that acreage?—A. Yes. 

Q. Even if it runs over 200 bushels?—A. They will in some cases, but 
they have that clause that they need not do it. 

Q. That they need not do so, but sometimes they do?—A. Yes. 

Q. Sometimes they do take more than that?—A. Yes. 


By Mr. Factor: ~ 


Q. Suppose that, at the rate of 200 bushels per acre, they have already ful- 
filled their requirements. Do you expect them to buy more than they need?— 
A. No. They do do it. 

@. I know, but you complain that they don’t buy in the good yield. You 
say they will only exercise their rights under the contract of buying up to 200 
bushels per acre. What. do you expect them to do if that gives them sufficient 
to fulfil their requirements for their pack? What are the canning companies going 
to do?—A. Well, my contention, and what we are trying to fight for, is for a 
living wage on the whole thing; and we can get a living wage if they would take 
the whole crop. 


By Mr. Sommerville: 


Q. But you can’t get it if they limit you to 200 bushels an acre?—A. No, 
we can’t do it. The facts speak for themselves. 


By Mr. Edwards: 


Q. Is there any way of keeping tomatoes for any length of time?—A. Not 
that I know of. 

Q. In cold storage?—A. You could not very well, for the price paid, put 
anything in cold storage. 

@. Or picking them green and allowing them to ripen?—A. They won’t allow 
that. The contract calls for them to be picked fresh and delivered fresh—to be 
picked when red ripe and delivered fresh. 

Q. We had evidence here yesterday, I think from Mr. Robinson, that he 
shipped to Newfoundland, where they picked them under-ripe?—A. The basket 
trade does not affect the canning industry. 


Mr. SoMMERVILLE: That is the basket trade. 


By Mr. Young: 


Q. In regard to the company’s not taking the full crop, at what point do 
they stop? Is it at the point at which they can’t sell any more, or the point at 
which they can’t handle any more in the factory?—A. The point, I think, some- 
times when they can’t sell any more; when they have got about all they care to 
carry. 
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Q. Do they ever stop buying because they have all the factory equipment 
will handle?—A. Yes. 

Q. They do stop then occasionally?—A. Yes. That is in their contracts; 
where you will find they are limiting to so many bushels per acre per day, it is 
when the tomatoes come in in a rush, and the factory can’t handle them. 


By Mr. Kennedy (Peace River): 


Q. In the year of a good crop, do they try and buy a percentage over the 
whole of the contracted acreage or do they simply take what comes first to the 
factory?—A. They take what comes along until they get their requirements. 

- Q. They don’t try to pro-rate their deliveries over the whole of their con- 
tracts?—A. No. 

Q. So that everybody will get a chance at the same percentage?—A. No. 

Q. It is a case of the fellow who is in first——A. He gets the preference, 
of course. 

Q. He gets the preference, and the other fellow is left out?—A. Oh, yes, 
they can, and I have known them to shut down fairly early. I say fairly early. 
Their contract calls—sometimes contracts have been the last day of September. 
They need not accept any after that. Other times they want tomatoes, and they 
might run on till the 10th of October. 

Q. You say you want a living wage. How much do you want for a living 
wage? How much do you need?—A. Well, at least it should be a flat run 
basis; in my opinion, 35 cents per bushel on a flat rate. 


By Mr. Young: 


Q. For the entire crop?—A. As many as are suitable for the factory. I don’t 
want the canners to take anything that is not right. Just what is suitable 
for canning. 


By Mr. Kennedy (Peace River): 


Q. How many hours a day do you work? Light hours?—A. Sixteen, 
usually; about that. 


By Mr. Young: 
Q. This brief we had yesterday said that some could get along with 35 cents, 
but others needed 50 cents?—A. That is higher land. I think my brief will 
give that, as well as Mr. Robinson’s. 


By Mr. Sommerville: 
* K, That is, in some areas where the land is more expensive, close to Toronto? 
—A. Yes. 

Q. The different elements?—A. Yes. 

Q. In your district you could get along with 35 cents a bushel?—A. As a 
flat rate basis, 

@. For the good tomatoes that come off your acreage?—A. Yes. 

Q. And not limit you to 175 or 200 bushels to the acre?—A. Oh, gee, no. 
What good is the agricultural board, if they are asking us and telling us all 
the time to grow better stuff and bigger crops, and get cut down like this? 

oceans ts is given to grow 500 and 600 bushels to an acre, is it not? 
—A. Yes. 

43 That is the whole program of the Department of Agriculture?—A. That 
is right. 

Q. And when you do grow it—A. Get knocked down. 

Q. Your contract is limited to 200 bushels by the canners?—A. It does not 
work together. ! 

86332—132 


2028 SPECIAL COMMITTEE 


Q. What other cases had you reported at this same meeting?—A. Tomatoes 
just coming up to the best quality when shut off. That is referring to those two 
or three factories that closed down in 1931, in September. One man had 100 
bushels left on the field. Another man had 200 bushels left on the field, | 
packed in their crates. Not all canning companies are sinners alike. It is 
recognized that certain companies are now paying prices and buying tomatoes 
on grade and taking delivery of all marketable tomatoes— | 


By Mr. Young: ; 

Q. That is preferable, is it? You like that better?—A.—which are at prices. 
almost on a par with those asked by the committee representative of the growers, , 
even in competition with low prices paid by other companies. 

Q. You are satisfied with that way of dealing with it?—A. I think so. I. 
think the majority of us would be, that is provided that the grader was not a 
government man or a factory man, but was paid half by the grower and half by 
the government, or by the factory, as the case might be. 


By Mr. Sommerville: 


Q. As long as the grading was not entirely in the hands of the company?— 
A. Yes, | 

Q. That is your point?—A. Yes. 

Q. Then I observe that there are some comments in the brief about con- 
tracts, that corn contracts and pea contracts are being tacked onto tomato 
contracts?—A. Yes, they are, in a good many cases. 

Q. What do you mean by that, and what is the objection to it?—A. Well, 
they know, a good many do, that with peas and corn,—it does not matter the 
price being paid,—they. can’t grow them at a profit. But to get two or three 
acres of tomatoes, although they are not growing them at a profit—that is 
beside the mark,—they must take an acre or two of peas or an acre or two of 
corn, to be able to get an acre or two of tomatoes. 

@. And you think that is an objection?—A. I do, yes. There is always a 
kick. 

Q. There is a kick throughout the district?—A. Yes. 


By the Chairman: 


(. Is there much of that sort of thing?—A. Quite a lot. 
Q. Many of these demands made?—A, Quite a lot. 
Q. Whether the land is suitable or not?—A. Yes. 


By Mr. Factor: 


@. You mean when tomatoes were a paying proposition, that corn and 
peas were not paying, is that it?—A. Not at the prices being paid then. Corn, 
peas and pumpkins—it has been a long time since they have been paying. 


By Mr. Sommerville: 


Q. Then the question arises, or at least there was some reference in the 
brief to rejections of corn, and the contract giving the privilege of rejecting 
in an arbitrary way. Have you some evidence of that?—-A. I can give the man’s 
name to the committee, sir. Field man orders corn held back ; then corn was 
too hard. Not one kernel delivered, in 1931. 


By the Chairman: 

Q. Is that the same as mentioned yesterday, or one of the others?—A. In 
that other brief—yes, I think so. Another man was turned down for three 
kernels of yellow corn in six ears, most beautiful corn; whole load and crop 
turned down. 


Mr. Youne: On what grounds? 
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By Mr. Sommerville: 

Q. In the examination there were three yellow kernels in six ears?—A. 
And they are seeds supplied by the canner. That is one point. You have to 
buy your seed from the canner. You can’t go to another house and buy your 
seed, | 

Q. That is, in order to get a quality and uniform type of corn, they supply 
the seed?—-A. Yes. 

Q. And when this seed was grown you say in this case the grading was so 
severe that this man’s whole crop was turned down. The whole crop turned 
down, because on examination of six ears they found three yellow kernels?— 
A. Three yellow kernels. 


By Mr. Kennedy (Peace River): 


Q. There would not be the loss on this corn that there would be in the case 
of tomatoes?—A. No, there would not be that loss. 

Q. It would keep indefinitely and could be fed to something else?—A. It 
could be fed to stock, and would not be that loss, but it is the injustice of the 
thing that we are bringing out. 


By Mr. Kennedy (Winnipeg) : 


Q. You mentioned that growers must get their seed from the canners?—A. 
Yes. 

Q. Is there any complaint as to the unreasonableness of the charges for the 
seed?—_A. I have not heard anything that way, sir, no. I do not think they 
kick on that at all, but when they get their crop turned down from seeds sup- 
plied by the canners, through no fault of theirs, that is where the kick comes. 

Q. It is because of the faulty seed?—A. Yes. 


By the Chairman: 


Q. That is not an uncommon thing?—A. No. Then, the canning company 
should not have turned down his whole crop for the sake of finding three ker- 
nels— 

By Mr. Sommerville: 

Q. You have to buy a considerable quantity of fertilizer. What do you say 
is your objection, if you have any, to the present system under which you buy 
fertilizer?—A. The only difference there is in the fertilizer firms this year that 
I can see at all is the colour of their price lists. I am a member of the purchase 
committee of the Northumberland county, and at our representative meeting in 
March we agreed to buy fertilizer from a Quebec firm. That was done in our 
meeting, everything sealed up. Two weeks after that, two or three of the com- 
mittee had to get together and do something else because they were absolutely 
stopped from selling to us. 

Q. The Quebec firm?—-A. Yes. 

Q. What was the price at which you were buying?—A. Oh, quite favourable. 
I did not think this was coming up, or I would have had data on that. 

QQ. Was it from the Co-operative Fédérée of Quebec that you were buying? 
—+A; Yes. 

Q. You say that two or three weeks afterwards they refused to sell? On 
what grounds?—A. I think there was pressure brought to bear, and therefore 
they could not sell in Ontario. 


By Mr. Factor: 
Q. Can you buy your fertilizer from the United States?—A. That I cannot 
say. | 
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By Mr. Edwards: 

Q. Have you ever tried to bring in the separate ingredients and make your 
own fertilizer?—A. I have mixed my own fertilizer for years, and this year I 
have got Old Country stuff and it is a dashed sight better, in my opinion. | 

Mr. Factor: Is there a duty on fertilizer? 

Witness: No. 

Mr. Youne: Yes, there is. 

Witness: Not on the raw materials. 

Mr. Youne: A duty on the mixed? 

Witness: Yes. 

Mr. Factor: What is the duty? 

Witness: I do not know. 


By Mr. Young: | 

Q. From what you have said about it, it seems to me that the home canning | 

of tomatoes in particular is a very simple process?—A. Yes. 

(). Is the equipment necessary expensive?—A. No; equipment necessary for | 

home canning costs, I think, around $200. | 

@. What is to stop a man putting in his own plant and canning his own 
tomatoes?—A. His own family, sufficient help. 


By Mr. Sommerville: 

Q. Mr. Young asks what is to stop a man putting in his own equipment and 
canning his own tomatoes?—A. I do not think there is anything to stop him as 
long as he has sufficient family to do it. 

. It is a question of having a family large enough?—A. Yes; the French 
could do it very easily down in Quebec. 

Q. They cannot be easily raised?—A. It takes time. 

Mr. Youne: How many is required? 

Witness: Roughly, five. 

Mr. Youne: Five? 

Witness: Yes. 


By Mr. Factor: 
Q. Five is not a large family?—A. Not in Quebec. 


By Mr. Young: 

Q. Two or three together could rake up five?—A. Yes. 

Q. If the investment is only $200, it seems to me you have an outlet or a way 
of escape from the canning combine?—A. If you have four or five families coming 
in like that, the $200 equipment would not do you. You would have to get a 
$700 or a $800 one. 

Q. $200 plant will cover one family?—A. Probably eight acres, roughly. 

Q. Eight acres. Could you not put in a plant at home with little help 
yourself the same as the canners do?—A. You would be a factory at once, then. 

The Cuatrman: And you have to pay sales tax. 


Witness: And there would possibly be friction between the families—I 
grow better tomatoes than you, © 


By Mr. Factor: 


Q. As a matter of fact, those family canners have increased?—A. Tre- 
mendously, 
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Q. If they come along much more the canners would have to go out of 
business, and that will decide the issue, 

Mr. Youne: Effective competition is developing with the canners? 

WITNESS: Yes, there is. 

Mr, Factor: The canners are there, and we cannot do without them. 

WitTNnxESS: ‘Some families cannot. 


By Mr. Edwards: 

Q. Supposing a family or two families purchased equipment for canning. 
How many weeks in the year would they operate?—A. If they were canning 
tomatoes only, roughly seven weeks. 

Q. They could can other things?—A. Peas, corn, beans. 

Q. Taking that into consideration, how long?—A. They could run roughly 
five or six months. 

Q. And the plant would be idle the other six months?—A. Yes, 


By Mr, Kennedy (Peace River): 

Q. How long have you been in this tomato business?—A. Twelve years— 
thirteen years actually. 

Q. Were you doing pretty well up until the depression struck?—A. Well, 
I think so. I have made money growing tomatoes, I had no kick from the 
factory. I put in 400 or 500 bushels. 

Q. What price did you get in the years 1929 and 1930?—A. Fifty cents. 

Q. When did the price drop?—A. In 1931 I was getting 35 cents. Since 
then I have not grown any, but it has been down to 25 cents. This year it has 
gone back 24 cents, to 274 cents. 

Mr. Sommervitir: For the last two years it has been 25 cents, and now 
it is 274 cents? 

WITNESS: Yes. 


By Mr. Kennedy (Winnipeg) : 
Q. You have not grown any since when?—A. 1931. 
Q. Have you grown any substitute crop?—A. Yes, I have gone in heavily 
for berries. 


By Mr. Kennedy (Peace River) : 
Q. Is there any over-production of tomatoes in Canada?—A. I do not 
think so. 
Q. You think there is a market, if it was well organized?—A. I think so. 
Witness retired. 


HaRLE M. Grose, called and sworn. 
Examined by Mr. Sommerville. 


Q. You are associated with the fertilizer business?—A. Yes. 
me You were for some years manager of the Ontario Fertilizer?—A. That 
is right. 

Q. That is a branch of the Canada Packers?—A. Now? 

Q. It was formerly.—A. Harris Abattoir and William Davies. 

Q. Later you were managing director of the National Fertilizer?—A. That 
is right. 

Q. And you have been connected ever since with the fertilizer business 
operating now as an independent?-—A. As an independent. 
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Q. You have been asked to come here and give some evidence with respect 
to the allegations that are being made respecting prices of fertilizer and the 


existence of an association with uniform prices. Now, first of all, you have | 
done a good deal of investigational work in the fertilizer field?—A. Yes, I did, 


for the province of Quebec in 1930. I was given a big investigational work 
there. 


Q. You made an investigation for the province of Quebec and reported to | 
the government of the province of Quebec upon the method of handling the) 


fertilizer situation?—A, Right. 


Q. In 1930. Since then the fertilizer situation in Quebec has been very much i 


improved, apparently?—A. Well, I would hate to say so—I think it is. 


@. Are the prices of fertilizer lower in the province of Quebec than they 


are in the province of Ontario?—A. It would appear so. 


Q. Is there an association of fertilizer manufacturers in existence in east- 
ern Canada?—-A. Well, I am not a member of the association, nor do I know | 
the qualification of members. I believe there is an association in eastern | 


Canada. 
@. Known as—A. The Eastern Canada Fertilizer association. 
Q. What firms are in the association? —A. Well— 


Q. Can you give me the names?—A. I do not think it is dark secret at all | 
I think it is published. I am not informed as to the members in Quebec or | 
the eastern provinces of Nova Scotia and New Brunswick, but I think possibly | 


I can name some of them in Ontario. 


Q. Who are the members of the association in Ontario?—A. Well, in | 


Toronto you have Canada Packers, Limited. 
Q. Yes?—A. You have Canadian Industries in Hamilton, Montreal and 


Halifax; and then in Ingersoll there is the National Fertilizers, subsidiary of | 
William Stone Sons Limited, Wetts Fertilizer Products at Norwich, Norwich 


Fertilizer Sales; Canadian Fertilizers Limited, Chatham, Agricultural Chemi- | 


cals, Limited, Port Hope. I think that covers about all. 

Q. You have seen the price list of those firms?—A. Yes, I had the oppor- 
tunity of perusing them. 

Q. What do you say as to their prices?—A. I would say they have a uni- 
form basis of figuring. 

Q. A uniform price for their—A. Uniform schedule. 

Q. For their various fertilizers?—A. That is right. 


(). Are these fertilizers standard fertilizers?7—A. They are all registered | 


under the Fertilizers Act, 1922. 

Q. Fertilizer, in order to be sold, must be registered with the Dominion 
SSE Ee A. As to its content, nitrogen, available phosphoric acid, and 
potash. 

(. Before any fertilizer can be sold, containing those ingredients, it must 
‘re registered?—A. Yes, it must. . 

__Q. These are, then, the chief ingredients, nitrogen, available phosphoric 
acid and potash?—A. Nitrogen, available phosphoric acid and potash. 

Q. Nitrogen provides for growth?—A. Yes, that is its function. 

@. Phosphoric acid to assist in maturity?—A. Right. 

@. And the potash, I understand, gives it a starchy or sugary quality? 
—A. Induces sugar content; for instance, in sugar beets. 


. ig Factor: Would there be a different fertilizer for the different soil 
‘rypes ! 


Witness: Different groups, different fertilizers for the different soil types. 


By Mr. Sommerville: 
Q. When you find a fertilizer described as 2-12-6—A. Yes? 
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Q. How does that read, what does it mean?—A. It means that fertilizer 
earries 2 per cent nitrogen, 12 per cent available phosphoric acid and 6 per 
cent of potash. That is the guarantee. 


By the Charman: 
Q. What is the rest?—A. Well, it is like when you take a prescription to 
a drug stiore, you get so much of the medicine you are to take, and the ibal- 
ance 1s aqua add, which is water. 


By Mr. Sommerville: 
Q. Filler?—A. Filler. It might not exactly mean there is a filler—2-12-6 
can be. manufactured without filler. 
Q. But there are fillers that are added to the fertilizer in addition to those 
three?—-A. At times, yes. 


By Mr. Ilsley: 


Q. Are they ever manufactured without filler?—A. Yes. 

Q. 2-12-6?—A. That is a fertilizer that is usually used as filler because 
it is one of the lower types of fertilizer. 

Q. These are just the proportions of the three ingredients?—A. Yes. Mr. 
Sommerville, Mr. Chairman, I should like to explain to the gentlemen of the 
committee this. For instance, there is phosphorus, which is P20; available— 
I do not want to be technical. 

Q. Neither do I want you to be technical, so we agree?—A. Phosphorus 
pentoxide is a colourless gas so you cannot give it to the plant in that form; 
therefore we must combine it with some other material to help it so that when 
it goes into the soil solution the plant will be able to absorb it. Therefore we 
sell 16 per cent superphosphate acid or 16 per cent acid phosphate as the 
grower usually calls it. In order to balance the content in every 100 pounds of 
acid phosphate there is 16 per cent available phosphoric acid, and the same way 
nitrate of soda, from which we derive nitrogen, which, Mr. Sommerville no doubt 
asked about. 


Mr. Epwarps: Apparently called that a filler? 
Witness: No, it is not a filler. 


By Mr. Isley: 


Q. Is it a fact that your terms, for instance, in using this fertilizer, are based 
on filler?—A. Yes, it is in some cases, where the material—for instance, 2-12-6 
may be made from materials which work out at 1,740 pounds of the actual fer- 
tilizer material used. Then, you can tell him he can use a filler of 240 pounds 
of sand or 240 pounds of lime, or 240 pounds of humus. 

Q. Based on the particular use?—A. Yes. He is not charged for that. He 
is charged on the basis of the unit of phosphate acid and potash— 

Q. In other words, aqua add does not come in there?—A. No. 


By Mr. Sommerville: 


Q. I have, for instance, the price list of the C.I.L. for the province of 
Ontario, for the spring of 1934 and a price list for the spring of 1934 for the 
Province of Quebec?—A. Yes. 

Q. Both of them are called free flowing fertilizers, made in Canada by 
Canadian Industries?—A. Free-flowing is a local term. 

Q. That is what?—A. All fertilizers should be free flowing if properly 
mixed. 

By Mr. IIsley: 


Q. What does it mean?—A. It means it has been set up. It is a real term. 
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By Mr. Sommerville: 

Q@. Take 2-12-6?—A. Yes. 

Q. I see in the province of Ontario, western Ontario, it is sold at $34.65 _ 

on this price list and in the province of Quebec at $25, or a difference of $9.35? — 
—A. That is fortunate for the grower in Quebec. | 


By Mr. Isley: 

Q. Could there be any difference in the quality or value of the material 
as a fertilizer?—A. I would say that a firm such as the C.1.L., their material 
would be uniform. Now, I do not operate in Quebec, but having done that | 
investigational work down there, I might offer two or three reasons why the — 
fertilizer may be lower, which might be enlightening to this committee. In the 
first place, they have a lower transportation cost. Their basis of supply of raw 
materials, nitrate of soda, superphosphate and potash they bring by boat right 
to Montreal or Beloeil or Quebec city. In the second place— 


By Mr. Young: 

@. What is the source of origin of those things?—A. Well, you get super- 
phosphate several places. Some is brought in from Holland, and some brought 
from Morocco. They generally bring superphosphate from Morocco. Morocco 
is the source of phosphate rock. I think there is some firm operating in Canada 
which are bringing their supply of phosphate rock, which is largely a sulphuric 
acid to make the superphosphate, which is the greater bulk of material used in 
the manufacture of fertilizer from Northern Africa. Now, you have two 
sources of potash. Potash comes from France and Germany. It was chiefly 
German potash; formerly before the war it was all German, but now that 
France got back Alsace they have got back some of their potash mines, and 
they get potash from both France and Germany. Then, we have another source 
at Searles Lake, California, which is a very wonderful form of potash, very 
high in KeO. 

Q. At any rate, that is the course of supply—A. Yes. Then we have 
one more source, from Carlsbad, New Mexico. That is just being developed. 
We have another source of potash there. 

Q. You say it may be because that is the source of supply and the 
materials come by boat to these places?—A. Yes. 

@. To Quebec? There may be a somewhat lower freight rate from the 
point where it is manufactured to the farmer?—A. Yes, but there are two other 
important points. 

@. Yes?—A. There are two co-operative societies in Quebec, the Co-Opera- 
tive Fédérée, and the Catholic Union of Farmers. Now, they have a large 
enough distribution to establish a competitive retail selling price in the province 
of Quebec. This overlaps into eastern and northern Ontario on account of the 
French population in those parts, in Prescott county and northern Ontario. 

. So that the price that refers to the province of Quebec also applies to 
the eastern part of Ontario?—A. Yes, and northern Ontario. 

Q. And to all the northern part of Ontario? —A. Well— 

Q. Rather, a portion—A. You mentioned one price list. I know where a 
firm sold a carload of 4-8-10 to two stations west of Kapuskasing on the Grand 
Trunk Pacific, the Canadian National, for $35 a ton. 4-8-10 was listed in— 

Q. 4-8-10 is listed in the province of Ontario at $41.55 and in the province 
of Quebec at— 


Mr. Epwarps: 4-12-10 is given at $41.10 in Ontario, and $28 in Quebec. 


By Mr. Sommerville: 


Q. 4-8-10 in the province of Quebec is listed at $28, but in the province 
of Ontario it is listed at— A. $41.55— 
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Q. Less $2.—A. $39.55. That was sold at the station I mentioned for $35 
cash. Now, then, there is another reason and the last. It is my own idea of 
why the price may be different. I imagine that superphosphate can be manu- 
factured in Quebec considerably cheaper than it can be in Ontario. First, you 
will remember that superphosphate is manufactured by two firms in Canada, at 
Beloeil, Quebec, Hamilton, Ontario, and at Trail, B.C. Now, I think that 
their acid cost at Beloeil, Quebec, would be much lower than at Hamilton. I 
think that enables the manufacturers to manufacture superphosphate, which I 
said before is the bulk of the materials given in the manufacture of several 
fertilizers, at a considerably lower cost— 


By Mr. Factor: 


Q. Why lower?—A. There is sulphuric acid that they use, and it costs 
them less for treating the phosphate rock at Beloeil than it will at Hamilton— 
they have a more favourable contract, probably. 


By Mr. Edwards: 


Q. That would be the only reason?—A. That would be— 

Q. Sulphuric acid is quite common, and purchased in very large quantities 
in many industries?—A. That is quite true, but the freight rates from the source 
of supply differ. 


By Mr. Sommerville: 


Q. Now, then, taking into consideration these three factors—by the way, 
most of the product is delivered to western Ontario, Toronto, Hamilton and 
Chatham by boat?—A. Yes. 

Q. And from Montreal and Quebec?—A. Yes. 

Q. Therefore that is a very cheap method of transportation. Taking all 
those factors into consideration, is there any justification for such a wide spread 
in the price between western Ontario and eastern Ontario in the price of those 
fertilizers. Take, for instance, 5-8-7. In Quebec, it is $29.50 and in western 
Ontario $40.40, a difference of $10.90, which is more than 33 per cent. It is 
33 per cent higher in Ontario than in Quebec and eastern Ontario?—A. No. 
If I were a member of the association, Mr. Sommerville, that is the first thing 
I would say, it is most unfair. 

Q. Then, the next one, 9-5-7, is $48.65 in western Ontario and in eastern 
Ontario and Quebec it is $30.50, a difference of $18.15, or 60 per cent higher in 
western Ontario than in eastern Ontario. Is there any justification that you can 
think of for that?—-A. I do not think so. Not for that spread. 


By the Chairman: 


Q. Let me ask you this: If they were able to purchase in eastern Ontario 
they could buy it and ship by local freight, and still get it cheaper than at the 
list price?—A. The railway freight from Montreal to Toronto is 443 cents per 
hundred L.C.L. 

Q. You have a difference of $18 a ton there?—A. Yes, but of course, accord- 
to arrangements, that would not be shipped. You have had an example. 

Q. That is what I am getting at.—A. Yes. 


By Mr. Sommerville: 


Q. According to arrangements it would not be shipped. What do you mean 
by that?—A. I am taking the evidence of the previous witness. Mr. Hunt said 
he ordered his fertilizer from a firm, a certain firm, and on the Quebec basis, 
and he was saving money, purchasing lower than in Ontario, and consequently 
it was not delivered to him. 
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By Mr. Factor: 
Q. Where do you operate?—A. West Toronto. 
Q. Can you assign any reason for the spread between eastern Ontario and 
western Ontario?——A. I cited what the manufacturers’ reasons may be. I think 
the co-operative Federee can buy enough superphosphate— 


By Mr. Sommerville: 

Q. Who are they buying from, the same companies? You gave the manu- 
facturers supplying western Ontario. Now, are there not a lot of companies 
supplying Quebec?-——A. No, I believe the C.I.L. have the Co-operative Federee 
contract, Canadian Industries Limited. 

Q. Here is a price list of the C.I.L. and the Co-operative Federee of Quebec? 
—A. Yes. 


By the Charman: 


Q. You are in the fertilizer business in Toronto?—A. Yes. 

Q. The freight is what?—A. It is $4.80. 

Q. A ton?—A. No, $4.80 L.C.L. 

Q. $9 a ton?—A. Yes, $8.90 a ton L.C.L. 

Q. Take a carload, what would it be?—A. A carload rate to Montreal is 245 
cents. 

Q. A hundred?—A. Yes, $4.90 a ton. 

Q. Now, you are in the fertilizer business in Toronto?—A. Yes. 

Q. You can buy 9-5-7 in eastern Ontario, and deliver it, we will say, at 


Cornwall, or right down to Kingston for $30.50?—A. Yes. 

Q. And you sell that:in western Ontario for $48.65 or an advance of $18.15 
a ton, and your freight would cost you $4.90; in other words, it would leave you 
an additional profit of $13.50 a ton?—A. Mr. Chairman, I might explain to the 
committee that I am in the fertilizer business. I am operating independently. 
All materials, and certainly lots of fertilizer which I import direct from the Old 
Country, which now comes into Canada free of duty,—I have an arrangement 
with a Canadian company for mixed fertilizers, but J cannot ship into eastern 
Ontario because I cannot get the fertilizer shipped. 

Q. Would you mind sticking to my point, and never mind eastern Ontario 
for a moment. You are supplying fertilizer, presumably, to western Ontario?—A. 
Yes. 

@. You supply 9-5-7 for $48.65?—A. Yes. 

Q. That is right, is it not?—A, Yes, $46.45 cash. 

Q. Then, you can buy that at Kingston delivered for $30.50?—A. I cannot. 

Q. Well, why can you not?—A. Because they would not sell to me. 

Q. That is the whole point. Now then, I want to find out who are “ they.” 

Mr. SOMMERVILLE: I suppose Mr. Grose says, Ask the other fellow. 

Mr. Iusuey: Members of this association? 

The Witness: Yes. 

Mr. Epwarps: Who are they please? 

The CuairmMan: Let us get them. Let us get at the truth. 

Mr. Factor: Quit skating around. 

The Wirness: Members of the association. 


By the Chairman: 
 _Q. Now, wait a moment. Who are those firms? Suppose you were living 
in Cornwall or Kingston, and buying fertilizer?—A. Yes. 


Q. Who would you buy 9-5-7 from at $30.50 a ton?—A. Canada Packers, 
Canadian Industries. 
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Q. Who else?—A. I do not know, whether the International Fertilizer of 
Quebec city would sell me at all there, but I imagine they would. 
. Who else?—A. That is about all that operate down there. 
. Those three firms?—A. Yes. 
. But they won’t deliver to you in Toronto?—A. No, not on that basis. 
. At that price?—A. No. 
. They positively will not do it?—A. No. 


OOHASD 


By Mr. Sommerville: 


Q. The Canada Packers manufacture this at Toronto?—A. That is true, but 
they are supposed to have a factory in Montreal. 


By the Charman: 


Q. Who are the biggest manufacturers of this fertilizer in the eastern section, 
Quebec section?—A. I would think Canadian Industries. 


By Mr. Sommerville: 

Q. And that is a branch of a United States company?—A. Well, of course, 
I don’t know the set up of Canadian Industries. I understand that a certain per- 
centage was held by Imperial Chemicals in the old country and Duponts in the 
United States. 

Mr. Factor: Is that not a restraint of trade, if they won’t sell it to them? 

The Cuarrman: Of course it is. 

The Witness: I will leave that for the legal men. 


By the Chatrman: 
Q. The differentials to which you refer, namely freight and so on, are quite 
natural; no one can dispute that?—A. No. 
Q. But there is no answer to this problem I put to you, other than that they 
won’t sell?—A. No. 


By Mr. Iisley: 


Q. What is the situation in the maritime provinces?—A. Well, I have been 
out of touch with that. The maritime provinces are a little more fortunate. They 
have been buying materials down there—they have been buying large quantities 
of materials direct from Baltimore. For instance, over on the island, Prince 
Edward Island, they have been buying direct from Baltimore and getting them 
in by the boatload. 

Q. They import some fertilizer from Europe, too?—A. Yes, from Holland. 


By Mr. Kennedy (Peace River): 
Q. Are you the Canadian agents for some of these fertilizers?—A. No. 
Q. Or do you buy?—A. We buy it. I have exclusively Humber Fish Manure. 
They call everything manure in the old country. All fertilizers are called manures. 
We don’t. 


— By Mr. Sommerville: 

Q. When you buy your raw materials for the manufacture of these, do you 
have to buy your raw material from these same firms?—A. Not necessarily. I 
don’t. I am not like the grower. 

Q. You have other sources of supply for your raw material?—A. Yes. 


By the Chairman: 
Q. All raw materials entering into fertilizer are free, under all headings?— 
A. No. I noticed yesterday that came up. Materials are free to the manu- 
facturer. If the grower buys bag superphosphate, he is penalized 10 per cent. 
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By Mr. Sommerville: 
Q. That is, the duty on bag superphosphate is 10 per cent?—A. 10 per cent. 


By the Chairman: 

Q. Superphosphate is classified as a manufactured article?—A. Yes. 

Q. That is, if he buys it under the general tariff?—A. No. He can’t bring 
it in. I am not sure on this point. It could be taken up with the Department of 
National Revenue. I think the people in the Maritime provinces kicked, put up 
a severe kick, and I think they got some bag superphosphate in there free of duty, 
but generally speaking there is a 10 per cent duty on bag superphosphate. | 

Q. But fertilizer compounded by the manufacturer is free under the British 
preferential?—-A. Oh, yes. Pardon me. Yes, all British fertilizer is free. 

Q. You can get this superphosphate from Britain free?—A. But it can’t 
compete. 

Q. With the American or German?—A. No. 


By Mr. Ilsley: 
Q. What is the situation about acid phosphate? Is that the same?—A. That 
is the same thing. We use the term interchangeably. 
Q. That is dutiable at 10 per cent, is it not?—A. Yes. 
The Cuairman: And 74 per cent intermediate. 


By Mr. Sommerville: 
Q. That is manufactured in Canada?—A. Yes. 


By Mr. Young: 

Q. Is there not a ruling that if you use it for one purpose it is dutiable, and 
if you use it for another purpose it is not?—A. W ell, it is rather clouded there. 
My opinion is it is rather unfair to have a 10 per cent duty on bag phosphate for 
the reason that the manufacturer could bring it in—if he so desired he could bring 
it in in bags, and he could claim it was for the manufacture of fertilizer. But it is 
probably unlikely he would attempt that. He probably would sell it to the 
growers, and he would have it free. That is the probability. 


By Mr. Sommerville: 


Q. That would be if he were dishonest?—A. Yes, but it is not likely. 
Q. You are not basing any calculations on dishonesty ?—A. No. 


By Mr. Ilsley: 


Q. Acid phosphate is used for this?—A. Where you have the green covering 


crops or manure, where you have plenty of nitrogen in the soil. 


By Mr. Young: 


Q. Is this largely a matter of interpreting the act by the officials of the 
department?—A. Yes. | 


Mr. Instry: No, I don’t think so. 


The Witness: It would be. It could be done, as far as bag phosphate is. 
concerned. 


By Mr. Ilsley: 


Q. I understood acid phosphate was dutiable, unless it came from a British 
source?—A. No 


Q. Acid phosphate, if it is used, of course—-—A. For fertilizer. 
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Q. —it is free?—A. It is free. 

Q. Otherwise it is dutiable?—A. Yes. 

Mr. Iustny: I don’t think there is any question there, is there? 
Mr. SOMMERVILLE: No. 


By Mr. Sommerville: 

Q. If it comes in in bulk, it is free to everybody, growers and manufacturers? 
—A. No, not to growers. 

Q. Not to growers?—A. No. — 

Q. I understood if it was in bulk it was?—A. No. 

Q. But if it was in bags——A. If they can prove that it is for mixing 
purposes. 

Q. Yes, if a farmer proves that it is for mixing?—A. Home mixing. 

Q. For home mixing, it is free?—A. Yes, in bulk. 

Q. In bulk?—A. Yes. 

Q. But in bags?—A. It ig 10 per cent. 

Q. Will you tell me what the costs are of making this fertilizer, or mixing 
this fertilizer?—A. Do you mean the basis? 

Q. How do you arrive at the cost of the 2-12-6?—A. Do you mean the 
manufacturers? 

Q. What is the basis upon which the manufacturer arrives at the price or 
cost, or what is the schedule that is used? : 

The CuHarrMAN: The formula. 


By Mr. Sommerville: 


Q. What is the formula of arriving at that cost?—A. The prices that he 
would use this year run something like this: Nitrogen is taken at a cost of $1.75 
a unit. That would be $3.50 for your nitrogen. Your available phosphoric acid 
is 65 cents a unit, which would be $7.80. Your potash is 75 cents a unit, which 
would be $4.50. Totalling that, you would find it cost you $15.80. You take 
2 per cent shrink, which is legitimate, no question about that, 32 cents. Bags 
and tags, $1.50. I don’t think that could be disputed. Factory is $2. 

. What do you mean by “ factory ”?—A. Well, superintendence and mix- 


ing. 
Q. Factory overhead?—A. Well, that is the mixing charge, and packing. 
Q. Labour and handling and such?—A. Yes. 
Q. At the factory?—A. Yes. 
Q. The two?—A. Yes. That is $19.62. 
Q. Then what?—A. Overhead. 
Q. What does the overhead cover? 


The CHAIRMAN: It covers a multitude of sins. 


The Witness: Of course, I suppose that is depreciation on plants that 
have not been writen off more than twice, and so forth. 


The CHAIRMAN: That is very well put. 


By Mr. Sommerville: 


Q. Yes, depreciation on plants and salaries of officials and such-like?—A. 
Yes, administration. 

Q. Administration?—A. Yes. 

Q. What is that?—A. $3.92. 

The CHairMAN: That is pretty steep. 

Mr. Factor: What is that for? 

Mr. SoMMERVILLE: That is for overhead. 

The CHarrMaNn: I think that is where you are covering a multitude of sins. 
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Mr. SoMMERVILLE: That is almost 22 per cent. 
The Witness: That is for the committee to decide. 
The CuairRMAN: That is your figure. Go ahead. 


The Witness: Totalling that, it will be $23.54. The average freight, $3.50. 
I think that is fair. I might point out that the prices as shown on these lists 
that you have there are delivered, Ontario points. Take for instance a manu- 
facturer in Toronto who ships to North Bay a L.C.L., lot of fertilizer; he will pay 
35 cents a hundred, that is $7 a ton—take the bitter with the sweet. 


By Mr. Edwards: 


Q. What is a carload lot to North Bay?—A. I have that here. It is 252 
miles, I think, to North Bay. We get a mileage rate on fertilizer. 252 miles is 
174 cents. 

Q. Against L.C.L. of what?—A. 354 cents. 

Q. Double?—A. Yes. That makes a total of $27.04. Your profit is 10 per 
cent, $29.74. 


By the Chairman: 
Q. Which one are you looking at?—A. 2-12-6. 


By Mr. Factor: 
Q. What does that sell at?—A. J am not through yet. 
Mr. SoMMERVILLE: He is going to add on something for profit. 


The Witness: You have $29.74. In order to arrive at the price you have 
to add $2 a ton carrying charge, 


By Mr. Sommerville: 
Q. That is for time?—A. That is for time. 


By Mr. Young: 

Q. What time do you give for that?—A. That is October 1. 

Q. That would be six months?—A. Yes. 

Q. Pretty stiff interest, is it not?—-A. Well, your hazard for non-collection. 
That is $31.74. Have you all got that? In order to arrive at the retail selling 
price, the agent’s commission of 10 per cent, and 1 per cent for spot cash—the 
agent pays spot cash—or 11 per cent to be accounted for has to be taken into 
consideration. Therefore you divide that $31.74 by 89. 


By Mr. Young: 


Q. You allow the agent 1 per cent for paying cash?—A. Yes. 
Q. But you make the farmer pay it?—-A. Yes. I didn’t set this. 
Q. Or add it to the price?—A. That is the schedule, I didn’t set it. 


Mr. SoMMERVILLE: Just let us get this figure. I know what is being worked 
on, and I think you will get what you want. 


Mr. Factor: This is a reverse policy. 


By Mr. Sommerville: 


Q. This figure is now considered as being 89 per cent of the retail price?— 
A. Of the retail selling price. 

Q. Then when you make this 100 per cent, what is the retail price?—A. 
It figures out at $35.70, but the nearest nickel is $35.75. 


By Mr. Factor: 
@: You add-11 per cent to $31.74?—A. It does not work out just that. 


| 
: 


al 
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Mr. SommervILLE: A little more. If this figure represents 89 per cent, 
you bring it up to 100. 

Mr, Factor: Divide by 89 and bring it up to 100. 

The WITNEss: You are all in on the secret. 

Mr. Sommerviuue: Well, the basis. 

The CuairMan: ‘Oh, no, we are not. 

Mr. SommeErRvILLE: Not yet. You say there are these time prices. 

The CuatrMan: That runs about 380 per cent. 


By Mr. Sommerville: 
Q. This fertilizer is sold through farmer agents, is it not?—A. Well, imple- 
ment agents, farmer agents, anybody who has credit standing sufficient to pass 
the credit department. 


By Mr. Factor: 
Cy. What about canners’ agents?—A. Well, I suppose they might be classed 
—canners’ representatives as was mentioned in the evidence previously—yes, 
I suppose so. 


By Mr. Sommerville: 

. Is it not a fact that the companies require these agents to assume the 
liability for all the collection, and guarantee the same?—A. Well, in the majority 
of cases I would say yes. 

Q. So that an agent has to take the hazard of the collection?—A. Yes. Of 
course, then the company takes the hazard of his paying. 
ay They take the hazard on the agent?—A. Yes, on the agent. 


The CuairMan: They reduce it. 


By Mr. Sommerville: 

Q. They reduce their hazard from the large number of farmers to the 
limited number of agents?—-A. The eggs are not all in one basket; that is 
right. 

By Mr. Isley: 

Q. Do they take bonds or get someone else to sign an agreement of indem- 
nity against loss for their agents?—-A, You mean credit insurance? 

Q. I didn’t just mean that. 


By Mr. Sommerville: 


Q. Are the agents bonded to the government ?—A. we that I know of. 
Q. Or do they put up a deposit?—A. I think the cost of doing that would 
be prohibitive. 


By Mr. Ilsley: 


Q. Do they get their father or brother or someone to sign for them?— 
A. Oh, they sometimes get their wives, when their property is in their wives’ 
names. 
By Mr. Sommerville: 


Q. They are sold on an agency basis, and you have told us that is sold on 
a 10 per cent commission basis?—A. Yes. 

Q. Is that 10 per cent paid immediately that the sale is made?—A. No, 
there is 5 per cent of it, in mixed fertilizer, that 1 is retained, 

Q. Five per cent of it?—A. Yes. 

Q. That is to say, 5 per cent is paid at the time?—A. Yes 
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Q. And the other 5 per cent is retained?—A. As a good behaviour 
guarantee. 

Q. That is retained for good behaviour. We are learning a lot of things in 
this business, What do you mean by a good behaviour guarantee? When is 
that paid or under what circumstances?—A. Well, it is paid on July Ist. 

Q. On July 1st?—A. Following the date of the sale, if it is not later than 
July 1st. 

Q. Then the agent may pay spot cash and get an extra 1 per cent discount 
or commission?—A. Yes. 

Q. If he pays spot cash, does he not get his entire 10 per cent at that time? 
—A_. No, that is retained, 5 per cent is retained by the company selling it. 

Q. That is, 5 per cent of his own money is retained?—A. Yes. I think that 
must be there in a trust account or something. 


By the Chairman: 


Q. It is a sort of disciplinary measure?—A. It might be termed that, Mr. 
Chairman. 
Q. To keep him under control?-—-A. Yes. 


Mr. Younc: Does he get interest on that? 
Mr, Factor: Something like the reserve of the tobacco manufacturers. 
The Wrrness: You get it back, but get no interest on it. 


By Mr. Sommerville: 


Q. Then if the agent gets 1 per cent, he gets 1 per cent for paying cash?— 
A. Yes. If he paid his cash, that $2 a ton would not be applicable. He would 
get $2 a ton less. 

Q. He would take the hazard of the farmers?—A. Yes. 


By Mr. Factor: 


Q. Are these figures that you cite to us from the people that are in the 
fertilizer association?—A. I believe that is the schedule they use in figuring 
these costs. 

Q. What about yourself as an independent? Do you base your price on a 
similar structure?—A, When I sell mixed fertilizer I am obliged to. 


By Mr. Sommerville: 


Q. You say that you are obliged to. Why should that be?—A. Well, I 
depend on them. 

Q. You depend on some of these firms?—A. For mixed fertilizer, 

Q. And for some of the materials that go into these?—-A. Not so much the 
materials, no. | 

Q. But for the mixed fertilizer?—A. Yes. 

Q. I have here something called ‘ Agent’s rules and regulations for the 
spring season of 1934.” Do you know what that is? Have you seen anything 
similar to that?—A. Well, I think that is much along the same line as I have 
been outlining here. It is instructions to fertilizer agents concerning bonuses 
and the like. That is a point I would like to bring up here. There are bonuses. 

Q. Let me identify this. These are instructions to agents, and rules and 
regulations for the spring of 1934, for the sale of fertilizers by these members 
of the association?—A, Yes. 

The CHamrRMAN: Are you putting that in? 


Mr, SOMMERVILLE: Yes, I will put that in as an exhibit. 
(Agent’s rules and regulations filed, marked Exhibit No. 182.) 
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By the Chairman: 

Q. There is just one point here. You have three items that enter into this 
product. There is nitrogen, acid phosphate and potash?—A. Yes. 

Q. You fix a unit figure for nitrogen of $1.75; for acid phosphate, 65 cents, 
and for potash, 75 cents?—A. Yes. 

Q. What do you base those figures on, the cost of material?—A. The cost 
of the material, average cost of materials used as a source of nitrogen. You 
might, for instance, derive your nitrogen in one case from ammonium sulphate, 
or you might derive it from nitrate of soda, or you might derive it from a com- 
bination of nitrate of soda and sulphate of ammonia; or you might derive it 
from three sources. You might have an organic source, packing house by- 
products. 

Q. What I am getting at is this: How can you satisfy the committee, for 
instance, that the price of $1.75— —-A. That $1.75 is a fair price? 

Q. Yes?—A. Take sulphate of ammonia, Suppose it cost the manufac- 
turer, in carload lots, $30 a ton. Say it analyzed 20 per cent nitrogen. That 
would be $1.50 a unit, 


By Mr. Sommerville: 
Q. Is that an average?—A. That is an average. 
Q. Is that average a reasonable one?—A. Yes. 


By the Charman: 

Q. What I am getting at is that in your set up here you have got a lot of 
items, and I am not disputing them. But it looks to me as if you had protected 
yourself perhaps with a profit in each of these items which would not be out of 
the way, but after all, when we are getting at the rock bottom of things, it is 
good to know?—A. Well, Mr. Chairman, I want it clearly understood before 
this goes to the press that I didn’t set this schedule. I don’t want it to go out 
that I did. 


By Mr. Sommerville: 
Q. You don’t want it supposed that these are your costs?—-A. No, not that 
they are my personal costs. 
Q. No, but they are the basis of the schedule by which these prices are 
arrived at?—A. Yes. 


By the Chairman: 

Q. That is precisely what I am getting at. Therefore these figures of $1.75, 
.65 and .75 may in themselves show a profit?—-A. They could, yes. I want to 
be perfectly fair. I don’t think that acid phosphate at 65 cents can show a 
profit, because I think the manufacturers of superphosphate to-day are taking 
a licking on superphosphate. It is the sugar in the fertilizer business. 

Q. But the other two may show a profit?—A. It is possible. The nitrogen, 
I think, might show a profit, but I don’t think available phosphoric acid could 
shew much profit. 


By Mr. Factor: 

Q. You say “show a profit.” Do you mean that the cost is set at a high 
figure at $1.75? Is that what you mean?—A, Yes. 

The CHAIRMAN: Yes, they use this as unit basis upon which they figure the 
cost of the ultimate article. 

The Wirness: Some of the large manufacturers can purchase nitrogenous 
materials at a lower figure than $1.75, yes. 
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By the Charman: 


Q. You charge an overhead of 20 per cent; you charge a profit of 10 per 
cent?—A. That is the charge, yes. 7 

Q. A profit of 10 per cent?—A. Yes. 

Q. And then when you get to the last of it, you divide by 89. That means 
that up to that point you have 89 per cent?—A. Of your retail selling price. 

Q. So that between 89 and 100 per cent of the retail selling price comes | 
what?—-A. The agent’s 10 per cent, and 1 per cent for paying spot cash. 

Mr. Youne: That is 124 per cent. It is not 11. 

Mr. Iustny: Advanced on the $31. 

The CuarrMAN: But you have got to figure on the retail price. | 

Mr. SoMMERVILLE: It is really $3.96 actual cash advanced upon the $31.74. _ 


By the Chairman: 
Q. What are your losses generally, by and large; what is the percentage of — 
bad accounts?—A. Well, I remember in the packing house business they used to 
say 1f you had—they used to count on, in the meat end, one-tenth of 1 per cent. 
But in the fertilizer end the proportion was higher than that, say 1 per cent. 
Q. How much higher?—A. Say 1 per cent. 


By Mr. Factor: 
Q. You charge $2 for the time price?—A. Yes. 


By the Chairman: 7 
Q. That $2, for the time it is out, amounts to about 30 per cent?—A. That 
is what I have always contended to the grower, that he should go to the bank; 
and if his credit is any good at all he can save a great percentage by buying for 
cash. 
Q. He could only save 1 per cent by buying for cash?—A. Why? 


Mr. Factor: He can save $2. 


By the Chairman: 


Q. They take $2 off as well?—A. Yes. . 
Q. If he paid cash he would get the $2?—A. Yes. 


By Mr. Sommerville: 


). What is the farmer’s.cost if he adopts the popular method of rolling 
your own—mixing his own? Does he save substantially by that?—A. Yes, he 
does. It all depends on the location. Some localities are situated more favour- 
ably than others regarding the importation of materials, for the delivery costs 
of the importation of materials. For instance a grower in the Niagara penin- 
sula would be more favourably situated than a grower up around Muskoka or 
some place like that. I would say to be fair with the grower, to the manufac- 
turer of fertilizer, that 2-12-6 fertilizer, the bare material cost would be approxi- 
mately $22. That is the bare material cost. That is nothing for mixing or 
anything else. 


By Mr. Kennedy (Peace River): 

Q. How do you mix it, with a shovel?—A. It all depends. You see, the 
question will be raised, no doubt, that home mixing does not give as well or 
completely balanced a mix as mechanically mixed fertilizer, and one which has 
been stored, mixed and cured, so to speak. But if he uses ammonium sulphate, 
superphosphate and potash, and uses it quickly—what I mean, if he mixes it up 
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to-day and does not wait for a week to allow any set up, it should work out all 
right. He could not use any mixture. He could not use cyanimide and sul- 
phate of ammonia because you would have a chemical reaction. 

Q. It just about ruins his health to handle the stuff, in mixing it, it is dusty? 
—A. Yes, it is not the most pleasant thing. There is a little dust. There are 
a lot of things worse. I would rather mix fertilizer than stand in front of a 
blower or in front of a threshing machine in a head wind. 


By Mr. Young: 

Q. He has got to know something about these things, has he?—A. Yes. 
The Department of Agriculture here issued a home-mixing guide in 1928. I 
have a copy of it, and it says, “The farmer is competent to mix fertilizer at 
home if he understands the above calculation.” It was a very simple one, too. 


By Mr. Sommerville: 

Q. Is there any difficulty about his getting the necessary materials, or do 
they come from the same source?—A. There was a case cited yesterday, and 
I would like to take that one case up. That was a buyer at Burlington who . 
wanted to buy a carload of nitrate of soda. I didn’t see this man, but the 
evidence has been produced. This grower wrote down to New York, to the New 
York brokers who handle nitrate of soda. He could not get a price because he 
was not in the category of a mixer, and he had to buy that through a west 
Toronto firm, and I understand it cost him $2 extra a ton. He had to buy 
through Canada Packers. I don’t know why he should not have been able to 
buy that. 


By Mr. Kennedy (Peace River): 
Q. He was not in the category of a mixer?—A. Yes, a dry mixer. 


By Mr. Sommerville: 

Q. You say there may be handicaps?—A. There may be handicaps. 

Q. Handicaps in the way of the grower getting them direct from the source 
of supplies?—A. Yes, there may be. 

The CuarrMAN: Thank you, Mr. Grose. 

Mr. Batu: There is a gentleman here who says he has to go away to the 
farther part of Ontario, and wants to know if it possible to have a sitting this 
afternoon. 

The CHAIRMAN: No, we are not having a sitting this afternoon. The com- 
mittee will adjourn until Monday morning at 11 o’clock. 


The committee adjourned at 12.55 p.m., to meet again on Monday, May 
Z1,4ac 1! a.m. 
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Hovuss or Commons, Room 368, 
May 21, 1934. 


The special committee appointed to inquire into price spreads and mass 
buying met at 11 a.m., the Hon. H. H. Stevens presiding. 


Mr. Norman Sommerville, K.C., of Toronto, appeared as counsel for the 
committee. 


The CHAIRMAN: Order, gentlemen. The minutes of the last meeting con- 
tain a record of the witnesses heard, and two exhibits filed. I will declare them 
approved. 


Mr. SomMMERVILLE: The first. witness to be called is Mr. Craise. 
H. L. Cratsex, called and sworn. 


By Mr. Sommerville: 


Q. Mr. Craise, you are engaged in the fruit growing industry?—A. I am. 

Q. And have been for a number of years?—A. All my life. 

Q. Located in the Niagara peninsula?—A. Near St. Catharines. 

Q. You have been associated with the various efforts made to market the 
product of the fruit farms in the Niagara peninsula?—A. Yes, I have. 

Q. In connection with that, you have had considerable experience in your 
dealings with the canning companies that use fruits in canning?—A. Yes, I have. 

Q. Will you be good enough to give the committee the benefit of your 
information and observations as to the problems of the growers which you desire 
to have presented to the committee A. With the Chairman’s permission, I 
would like to explain a few things to the committee which I think were over- 
looked on Friday—not overlooked, but not explained. The question was asked 
by the committee, “ How can the farmer continue to sell tomatoes below cost?” 
I submit, sir, that he cannot forever. The point we want to bring out at the 
moment is how he is doing it. I would like to paint a word picture just for a 
minute. In my own district, between the lake and the escarpment, probably two 
and a half miles, is a very intensive area of fruit and vegetables, back of which 
escarpment is a dairy country. At least 5,000 tons of manure have been sold 
by those farmers to the fruit and vegetable farmers during this last winter. 
Any person that knows anything about farming knows that a farmer who sells 
the fertilizer off his farm is courting destruction. But in order to get cash, and 
in order to get money to live on, he is forced into this position. 


By Mr. Young: 

Q. That is the dairy farmer who is selling the fertilizer?—A. That is the 
dairy farmer. Let us take this county, Northumberland county, where they 
have not an outlet for manure to the other farmers. He is subsidizing, to my 
mind, the canning industry, by selling tomatoes in which he puts a large per- 
centage of his labour and the manure from his farm, at below what could 
reasonably be named as the cost of production, including the cost of manure and 
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labour. He is selling, at the moment, below cost that would ordinarily be com- | 
puted, and giving in that product part of his manure and part of his labour for _ 
nothing. 

Q. He is the man that is buying the manure?—A. No, he is not buying it. 
He is producing it. He is the ordinary farmer growing the odd acre of tomatoes, 
four or five acres of tomatoes, but he has on that farm a dairy herd. 


‘By Mr. Edwards: 
Q. This is Northumberland county?—A. Yes. | 
Mr. SommeErvItLE: Mr. Craise is referring to the conditions in the Niagara | 
peninsula where one group of farmers are selling manure off their farms to 
vegetable growers and fruit growers. Now he transfers that same situation to 
Northumberland where they have not the same situation and do not sell manure. 


The Witness: They don’t sell the manure. They put it on their crop. They 
put it on the tomatoes, and sell the tomatoes below cost, and they do it in this 
way, and continue to keep going. | 


By Mr. Sommerville: 


Q. That is so as to get cash to carry on?—A. To get cash. It is a cash crop, 
about the only cash crop they have in that district; that is, these canning crops. 
I am going to leave that picture for a minute. 


By Mr. Senn: . 

Q. Mr. Craise, before you leave that, I suppose you have heard it said, as 
other farmers have heard it said, that if you were to estimate the cost of 
production on the farm in the same way as it is estimated in other industries, 
by charging a reasonable amount of depreciation, interest rates and labour 
cost and all the rest of it, you could not find any phase of farming operations 
that would show a profit?—A. I would not say that, no. 

Q. That is an old adage?—A. I know. That is quite possible. But I would 
like just to prove my statement. That applies on tomatoes, I will grant you, 
at the moment. But to prove my statement, or my contradiction of that state- 
ment, I will take the asparagus situation. Now, this last year we have had 
reason, due to the lowering of prices of asparagus, to go into the cost of pro- 
duction very carefully. A group of growers were appointed at a meeting in 
Hamilton, a fruit growers meeting in Hamilton, to do that very thing. We 
took a price set-up that would cover the time that the asparagus is coming 
into production—just about three years-—carrying over a period of twelve 
years of production, putting the whole thing on a business basis. It will cost 
9 cents a pound, based on a ton to the acre, to produce asparagus. The asparagus 
crop over the province this last year was 1,500 pounds, an average crop. 


By Mr. Sommerville: 

Q..To.the acre?—A. To the acre. On the other hand we have growers 
who will produce probably twice that amount. So, in order to show a fair 
picture, we took a basis of a ton to the acre. At 9 cents a pound that is $180 an 
acre for cost of production, without depreciation or allowance for manager. 

Now, to corroborate that price set-up, we asked the agricultural college in 
Guelph to produce, for our benefit, a price set-up on asparagus. Their price 
set-up, with the cost of production based on 20 cents an hour for labour, was 
$179 per acre; so we felt that, in producing a cost set-up of $180 per acre, we 
were very, very near the mark. To answer your question, a few years ago— 
1928, I think, and up until 1930—asparagus sold for 14 and 15 cents a pound 
from the grower, which as you can readily see was a profitable proposition. 
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By Mr. Young: 

Q. What year was that?—A. That was 1928 and 1929. Now, let us see 
what happened in those years. A gentleman who sat in this room—l refer to 
Mr. Lowery of St. David’s—was sent out by the canning interests, I expect 
it was the Canadian Canners, because he is employed by them, but it might 
have been supported by the canners. He went through our district telling the 
erowers there was an unlimited market for asparagus, advised them to plant it, 
and it was done. Now, it takes three years for an asparagus crop to come to 
maturity, and it is really not at maturity then, but it comes to its first pro- 
duction in three years. It will then go on and increase its production probably 
for the next four or five years. You can see that from 1928 to 1934 is six years. 
Last year we had a fight to get 10 cents a pound for asparagus. 


By Mr. Senn: 
Q. Because of overproduction?—A. The increase in production has made 
it so that the market—that is the basket market—would not absorb the quantity 
without the canner entering the picture. 


The CHatrrMan: What year did he tell you that? 
Mr. SoMMERVILLE: 1928-29. 
The Witness: Yes, just in there, at that time. 


By Mr. Senn: 


Q. Did importations have anything to do with that?—A. Which is that? 

Q. Did importations, early importations, have anything to do with the 
overproduction or oversupply?—A. Well, we have been fairly well cared for in 
early importations, inasmuch as the government have seen fit to assist us during 
the season in which we have the product for sale. Before that the asparagus 
comes in practically free of duty, when we have not it to offer. When it comes 
in, we are fortunate in having a sufficient duty put on to more or less assist us. 
This does not raise the price, generally speaking, to the consumer. It may for 
a day or two, but the crop comes on fast enough that the consumer gets asparagus 
ata very reasonable price, even although duty is applied to foreign asparagus. 


By Mr. Young: 

Q. Has there been any falling off in demand?—A. For what? 

Q. Asparagus?—A. The raw product or canned? 

Q. Raw—either one.—A. No, I would say the raw product is being more 
freely used to-day than it was at the time I speak of. 

Q. The market is greater then for the sale of these extra acres?-—A. Yes, 
I think so; because it is a product, like any other product that is being pro- 
duced, that is a good, palatable product, one that is a health-giving product 
—naturally as long as the price is not too high, it is one that the consumption 
increases on. 


By Mr. Senn: , 


Q. Don’t you think your argument goes to prove that statement that I 
made, that sooner or later prices get down to a place where the cost of produc- 
tion is higher than what you realize?—A. Well, that is possibly the case if you 
carry on long enough. I don’t think there is any doubt about that. 


By Mr. Sommerville: 


Q. With respect to the asparagus situation following the suggestion that 
you should increase your acreage, when that was increased and your crop came 
into bearing, then the price was dropped substantially from 14 cents to what? 
—A. Well, it started—it came down from 15 to 14, then to 12 and 11, and last 
year to 10. 
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By the Chairman: ; 
Q. That is for canning purposes?—A. That is for canning purposes. 


By Mr. Sommerville: 


Q. You are not now referring to the basket trade?—A. No, I am not 
referring to that at all. | 

Q. Then, what happened with reference to the asparagus situation this © 
year? Just follow that through?—A. Well, to give you a proper picture, I would — 
have to go into the situation last year that developed, what we did last year, 
due to forced conditions. We formed an asparagus association. At our first 
approach to the canning industry, we were informed that American asparagus 
would be laid down in Canada, due to forced labour conditions—I should not 
say forced labour, but cheap labour conditions—at a price below which we could 
not expect to get 10 cents a pound. 


By Mr. Heaps: 


Q. Do you know anything about labour conditions under which asparagus 
is produced in the United States?—A. Not personally, no. 


By Mr. Factor: 
Q. Where is it grown?—A. In the southern states. 


By Mr. Senn: 


Q. May it not possibly have been the clean up of their fields?—A. Well, of 
course that is a possibility. I am not prepared to say that under oath. I am 
only giving my opinion. The canning company with which we negotiated, 
Canadian Canners—and I would say they gave us every assistance to get a 
proper perspective of the situation—gave us a contract for 100 tons of asparagus, 
based on two prices, a price of 8 cents if no further protection was afforded, and 
a price of 10 cents a pound if that protection was forthcoming. When we 
approached the government, the government said, “ That is all right, so far as 
it goes.” And they were perfectly justified in this claim, that if this is to apply, 
all canners must pay the price for asparagus. If this is to be done for the 
grower, the grower must get it. We held a meeting with the canners, and they 
agreed to that proposition. Unfortunately some seemed to be of the opinion 
that their word didn’t mean a thing to the government or to anybody else, and 
there were only two that actually fulfilled that agreement. Canadian Canners 
bought their 100 tons. Their claim is that to help the growers out, some of 
them offered their asparagus at below 10 cents a pound, and they accepted 
the grass and paid for it on that basis. However, the fact remains that over 
and above 100 tons they did buy asparagus at 6, 7 and 8 cents a pound, which 
naturally brought their average down somewhat, probably not a great deal, 
but it brought it down below the price paid by the man who actually stood 
by his guns and paid the 10 cents a pound all the way through. 

Now, this year a similar arrangement has been made. Due to further 
organization the whole province, so far as I know, is getting a price of 10 cents a 
pound. As was referred to the other day, one canning company did try to slice 
a little off the end of the asparagus and get the tips cheaper, but I believe since 
that time, they have come into line. 


By Mr. Sommerville: 


Q. What is the effect of that slicing that was referred to the other day, 
that the grower is to have 10 cents for?—A. It is on 6 inch grass. 
Q. 6 inch grass?—A. Yes. 
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Q. And 6 inch grass weighs more than 54 inch grass?—A. Yes, quite 
properly. 

Q. Then one of the canners went out and tried to get 55 inch grass for the 
10 cents?—A. Yes. 

Q. Which meant that half an inch of the grass had to be taken off the 
heavy end?—A. For which the grower paid. 

@. The grower?—A. Yes. 

Q. The grower got no allowance in that respect?—A. No, but I believe 
since that day, since our inquiry opened, that matter has been rectified. 

Q. Since the inquiry opened last Friday?—A. Yes. 

Q. Or Thursday, rather?—A. Thursday. 

Q. That canning company is paying 10 cents for 6 inch grass?—A. Yes, 
that is my understanding over the week-end. We are recommending,—if you 
care to get any recommendations that we have, to get this picture properly, to 
get this set-up right,—that there should be a price to the grower, based on 
proper cost of production, to give him a decent living. Now, to enlarge on the 
statement made by Mr. Drynan, that they took this asparagus to help the 
erower out, my claim is if they don’t want this asparagus, they should not buy 
it at any price. If I want a tractor, I go and buy it, and pay for it. If I don't 
want a tractor, there is no man in the world that can sell it to me. If the canner 
doesn’t want that asparagus, he should not buy it, that is all; and I don’t think, 
if he didn’t want it, that he would buy it, as a matter of fact. However, that is 
the statement that is made. 

Q. However, you are referring to last year’s arrangement?—A. Yes. 

Q. That they were to take 100 tons?—A. Yes, and said that was all they 
needed, at the conference which I referred to. 

Q. And because that was all they needed, the price was fixed at 10 cents 
a pound for 100 tons?—A. Yes, and any other quantity produced. 

Q. And you say subsequent to that, all of the canners agreed?—A. They 
agreed at this one conference—they all agreed to pay this price, but some didn’t 
pay it at any time. 

Q. At this conference they agreed to pay this price, and that was to be for 
their needs?—-A. That was to be for their needs. 

Q. And they estimated their needs at 100 tons?—A. No, you have got the 
picture wrong. The Canadian Canners bought their 100 tons, but the other 
canners agreed to buy what they needed on the same basis; and that was the 
only way the government were Justified in giving us any reasonable protection 
at all. 

Q. Following this arrangement, the government did provide some protec- 
tion for you, in order that you might have a price of 10 cents a pound for your 
asparagus?—A. Yes. 


By Mr. Factor: 


Q. What was the dump duty that was placed on it?—A. I think 33 cents 
a pound. That is the basis of value for duty. 

Q. Was there an agreement signed between the growers and canners, in- 
cluding Canadian Canners?—A. There was an agreement for 100 tons, to pur- 
chase 100 tons. 

Q. By the Canadian Canners?—A. By the Canadian Canners, if this condi- 
tion prevailed with the other canners. The agreement was verbal, as a matter 
of fact, but it was agreed to at a conference at which a representative of the 
government sat in, and the growers and the canners. 

Q. And under that condition the government put on a dump duty?—A. Yes, 
on the understanding that the grower was to get the benefit. 
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By Mr. Sommerville: 


Q. When you referred to a representative of the government, did you mean 
a representative of the federal or provincial government?—A. Federal. 


The CHAIRMAN: From the Department of Agriculture. 


By Mr. Senn: 

Q. Was there a pretty good clean-up of the fields?—A. Yes, the asparagus— 
personally I did something I had never done before. For two things—in the 
first place I needed money, and the agreement set out last year for the first time 
in history was that 50 per cent of the asparagus was paid for 30 days after 
finishing cutting and the other 50 per cent was not to be paid for until the fall, 
and that was a stipulation of the canners in order to get this 10 cent price. That 
was the last time it had ever been in existence, and due to that stipulation and 
having need of money I reserved a part of the crop for the market and I shipped 
about 40 per cent of my crop in baskets. I had seven tons. I put four tons in 
the factory and shipped the balance to the open market, and my books will show 
and I am testifying that my average price for the asparagus was equal to the 
canning price. Now, I made that statement the other day and it was disputed 
that the average grower did not get that. That is possibly the case. I would 
like to say what I am giving is my actual experience. 

Q. What I wanted to find out is if the fields were fairly well cleaned up. 
Would they have been as well cleaned up if these further purchases had not been 
made by the Canadian Canners?—A. Of course, if the asparagus had not gone 
to the Canadian Canners it would have gone to the markets, and it would have 
been cleaned up in that case. I do not know to what extent it would have affected 
the general market, but, probably, to some extent on the lowering of the average 
price. The market was there and the asparagus would have been consumed in 
any case. 


By Mr. Factor: 


Q. When this agreement was made did the government obtain an agreement 
from the canners to pay the growers 10 cents?—-A. They had said the canners 
should pay as they agreed in the conference although not to the word. We did 
not demand an agreement from the other canners because we thought we were 
dealing with a bunch of gentlemen and we took their word they would live up to 
their agreement. 

Q. The government took the word of the canners that they would pay 10 
cents?—A. And sat in with the growers. 


By Mr. Ilsley: 

Q. Do you know how much they took at 10 cents?—A. Two independent 
canners of which I have knowledge bought 150 tons. 

Q. I am speaking of the Canadian Canners?—A. They agreed to take 100 
tons ‘and they paid for them on the 10 cent basis, and they bought outside of that, 
I don’t know how much, we were given to understand by growers in the district 
who said we did this and that, that it would run in the neighbourhood of 30 tons 
at the lower price. . 

Q. Your complaint is that for their requirements over and above the 100 tons 
they did not pay 10 cents?—A. That is the complaint—as agreed. It was agreed 
that they should buy—well, put it this way. We will say you are the general 
manager of one of the canning companies, You say, “I will buy 100 tons and I 
am willing to pay 10 cents.” On the basis of that settlement other canning com- 
panies went out and bought their total requirements at 10 cents a pound, and 
when the other canners step back into the picture and buy a limited quantity 
at a lower price it puts him at a distinctive advantage on ‘the market. 
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By Mr. Young: 


Q. What is the practice? Do you sell what you can to the canners and 
then sell the rest on the market in baskets?—A. Up until the last year I sold 
the entire crop with the exception— 

Q. If the Canadian Canners came in at the end of the crop to buy below the 
10 cent price why didn’t the others sell on the market as you did and get their 
10 cents?—A. I could not answer that. 


By Mr. Senn: 


Q. Could they have got 10 cents?—A. Possibly not if they had all been 
shipping. They did not buy this at the end of the season; they bought this 
through the season at the prices I have mentioned. 


By Mr. Young: 

Q. Did they not first buy their hundred tons at 10 cents?—A. Yes, but they 
were taking in from other growers who were not signed at the lower price at the 
same time they were accepting the 100 tons. 

Q. Were there some growers not in the agreement?—A. Yes, 

Q. What price did they get?—A. Six, seven and eight cents. 


By Mr. Edwards: . 

Q. Did they have an opportunity of coming in under the agreement ?—A. 
Last year the organization of the asparagus growers did not begin until late in 
the season. As a matter of fact, the asparagus cut started about the 8th of 
May and the final arrangement for protection was not put on until the 13th of 
May. There was an upheaval until the completion of the final agreement. 


By Mr. Young: 

Q. Is there any difference in the quality of asparagus—A. Yes, asparagus 
is bought on two grades by the factory. They buy on two grades. 

Q. If they are paying one man 10 cents and his neighbour 6 cents, I should 
think the neighbour would want an explanation—A. You ask for an explanation 
but it is not afforded; it is either a case of take it or take it away. 

Q. Quality has nothing to do with it?—A. No. 


By Mr. Sommerville: 
Q. This was for top quality?—A. Yes, number 1 asparagus. Asparagus is 
all praded by the growers and sold to the canner on the basis of two grades 
this year, 5 cents for number 2 and 10 cents for number 1. 


By Mr. Senn: 

Q. What I cannot understand is this. If they only paid 8 cents why could 
the farmer not have taken it on the basket market if he could have realized 
more?—A. If you understood the farmer as well as I do. He feels that when 
the canner is offering this price that must be the market price; that he will 
take it some place else but he cannot get any more anyway. There are many 
farmers that seem to be easily led. I do not know why, but it is the case. 


By Mr. Heaps: 


Q. Is it the market price the farmer is receiving from the canner?—A. 
The canner is demanding a different product from the market—asparagus that 
is cut too short—that is cut—that has not long enough green on it and a white 
tip at the bottom. That is not worth the money, and if the green is cut long 
enough and his whole stock is green the canner demands and receives a product 
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that is all green. There might be the slightest tip that is white and that grows 
at the top of the ground—as it comes to the ground it is white. It turns green 
and comes up in that nature, and it is cut off and sold to the canner as an 
all-green product. The market does not get that product in that form; there 
is usually a small white tip. If there is a small white tip, sometimes longer, 
that is not a suitable product for the canner. 


By Mr. Senn: 

Q. Would you say that because the canners did pay 6, 7 and 8 cents that 
it had any effect on the price of the basket market?—A. It probably helped it 
some. It would help it some because every hundred pounds taken off the 
market has that tendency. 

Q. It cannot be all to the bad?—A. No; but on the other hand we expect 
people to keep faith. 


By Mr. Factor: 

@. Did you make any complaint to the government?—A. We did not for 
this reason: here we have two canning companies with a total pack of 10 cent 
asparagus. They were men who had played the game right through the piece 
on word of mouth. Now, if we had gone to the government and said, ‘Here, 
take off this protection” these men would be ruined. 


By Mr. Young: 

Q. How much did these men take?—A. 150 tons. 

Q. How much did they agree to take?—-A. They did not agree to take 
anything; they agreed to-buy their requirements. . 

@. And Canada Canners agreed to take 100 tons?—A. And took it. 

@. Was 100 tons their normal requirements?—A. I could not answer that. 

Mr. Iustey: That was their estimated requirements? 

The Witness: That is what they said last year was their requirements. 

Mr. Kennepy (Peace River): Did they agree to buy all at 10 cents? 

The Wirness: No. The manager when he went out said, “I have bought 
all I am going to do; I have bought all the grass I want at 10 cents a pound. 
If the protection is afforded, it was enough for the other canners and for us.” 


By Mr. Sommerville: 

Q. And as he estimated his requirements at 100 tons you assumed that is 
what it was?—A. Yes. 

Q. You did not expect he would buy anything over and above 100 tons?— 
A. We expected on the basis of the agreement if he did buy he would pay 10 
cents a pound. 

Q. The larger canners did go ahead and buy their whole requirements for 
10 cents?—A. Yes. 

Q. Without limiting the amount in any way?—A. At the time the agree- 
ment was made we had no idea what they were going to buy. 


By Mr. Ilsley: 
Q. It may have been an honest effort at the time, or not?—A. I rather think 
it was. 
@. How soon after that time did he start to buy?—A. The next week. 
Q. Outside of the lower price?—A. The next week. Some independent 
canners went out within three days and bought at the lower price—some other 
canners. 


" (. Were they bound— —A. They had given the same agreement as the 
others. 
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Q. For instance, you are not complaining of Canadian Canners only?—A. 
Oh, no. Don’t get me wrong. There are many canners in the province, only 
two of which actually live of up to their agreement. I do not want to do that 
at all. 

By Mr. Young: 


Q. Those canners estimated their requirements and agreed to buy them at 
a certain price and they bought at a certain price?—A. We found there was a 
lot more asparagus on the market and they said possibly now we could handle 
it at a lower price and move it. 

Q. But is that what happened?—A. I expect that will be the rebuttal. 


By Mr. Edwards: 


@. It was the independent canners that broke the market, and Canadian 
Canners came in after they had taken their hundred tons and bought at the 
lower price?—-A. They started to take their hundred tons immediately, and 
within a week—and that was spread over a period from the 13th of May until 
25th of June—and within a week of the signing of the agreement, or rather the 
completion of that agreement, and within a week of the 13th of May at which 
time the whole thing was completed they, as well as other canners, were buying 
asparagus at 8 cents a pound, and next week at 7 and next week at 6 which 
continued for the rest of the season. | 


By Mr. Sommerville: 
Q. While they were still taking their hundred pounds?—A. Yes. 


By Mr. Senn: 
Q. I understood they all agreed to take 500 tons at 10 cents?--A. Oh, no; 
I did not mention 500 tons. 
Q. I thought you mentioned that?—A. Oh, no. 


By Mr. Sommerville: 

Q. The only company which estimated its requirements was the Canadian 

Canners?-—A. 'The Canadian Canners. 
Q. All the companies said they would take their requirements at 10 cents? 

—A. Yes. 

Q. The Canadian Canners estimated its requirements at 100 tons?—A. They 
signed a definite contract for 100 tons. 

Q. And other canners—two of them that you referred to—did take their 
entire requirements at 10 cents?—A. Yes. 

Q. But notwithstanding the estimate of 100 tons, the Canadian Canners, 
while they were taking the 100 tons, took more at the lower price?—A. Yes. 

Q. And while they were taking their 100 tons other independent canners 
within three days of the agreement went out and were taking their requirements, 
which were not estimated, at 6, 7 and 8 cents?—-A. Yes. 


By Mr. Senn: 

Q. Is there no memorandum of this agreement in existence?—-A. There is no 
memorandum of the agreement as between the growers and the government and 
the canners, because it was all verbal. There is a copy of the Canadian Canners 
contract for 100 tons, which is available. 


By Mr. Edwards: 
Q. But they took that?—A. Yes, they took that; there is no complaint 
about it. 
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By Mr. Heaps: 

Q. Has there been a large increase in the production of asparagus during 
the past few years?—A. There has. 

Q. Have you any idea of what it is?—A. No, I could not say to what 
extent the increase has been, because I did not know the acreage at the time 
that I spoke of. The area around St. Catharines has been increasing very 
materially. I was a member of the asparagus committee and did considerable 
to get the organization completed, and I may say—I think I could safely say 
that where there were four acres last year there are five this year. 

Q. Up to now the production been taken care of?—A. Up until now, yes. 

Q. Do you expect the same continuing increase as during the past few 
years?—A. Of course, there is only one thing can happen if it continues to 
inerease. Unless general conditions pick up, it is bound to go down. 


By Mr. Sommerville: , 

Q. While this production has been taken by the canning companies, has 
there been, as well, an importation of asparagus from the United States?—A. Up 
until last year the importation of asparagus was very heavy, and last year, due to 
the situation, the importations were cut in half. 

Q. That is by reason of the increased duty?—A. Yes. I think the figures— 
speaking from memory—lI am sorry I have not that here; I think you have It; 
it is in the Department of Agriculture in any event—the importations of 1932 
were 803,000 pounds and in 1933 were 413,000 pounds. 


By Mr. Young: 
Q. At what season does this come in?—A. That is covering the period—the 
heaviest importations last year were in April. 
Q. Before your asparagus was on the market?—A. Yes. I am speaking 
now of canned asparagus, not of the green product at all. | | 


By Mr. Sommerville: 

Q. I was asking you if the Canadian canning companies that do put up 
asparagus had imported asparagus for canning purposes last year and this year? 
tg last year. There has been a slight importation this year; Just very 
slight. Tha en 

Mr. Factor: The only person who got the practical benefit of the application 
of the Dumping Duty was the canner? : 

The Witness: Very largely. 

Mr. Factor: To a large extent. 

The Witness: That is our complaint, that the government— 

The CHAIRMAN: It is not the Dumping Duty. The duty on asparagus under 
item 87 is: “Asparagus free, intermediate 274, general tariff 30 per cent; provided 
that when imported under the general tariff rate from April 15 to May 3lst 
inclusive the duty shall be not less than 3 cents a pound.” That is according 
to the statute passed in May, 1930; that is a fixed duty within those dates. 

Mr. Factor: They passed an Order in Council. : 

Mr. Younc: The importations which the canners make for canning purposes 
I suppose are made before the seasonal duty. is effective? 


The Witness: You would naturally expect that to be the case. I could not 
say as to what was done. | 


By Mr. Ilsley: . 


Q. What was the special duty that the government put.on last year that you 
have been speaking of?—A. A dumping duty on canned goods, valuation for 
duty as against American canned asparagus; and the reason for it was this that. 
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the price quoted to the trade in Canada was just practically 50 per cent of what 
it had been the year before due to slaughter conditions on the market on the 
other side and the growers felt we had reckoned it on the basis on which we 
were working which was a cost of production of 9 cents. We were asking a cent 
a pound depreciation for merchandizing and farm ay 

Q. That duty was on canned asparagus?—A. Yes 

Q. Not on green?—A. No. 

Q. What duty was it?—A. I do not know how they compute ‘ as a matter 
of fact. I do not understand it well enough, but 34 cents a pound was the basis 
of the increase. 


By Mr. Senn: 

Q. I understood you to say in reply to Mr. Factor that the canners were the 
only ones that benefited by that?—-A. Those that did not pay the price certainly 
were. 

_ Q. Did the farmer not benefit by it?—A. The only farmers that benefited by 
it were the ones that got the 10 cent price. 


By Mr. Heaps: 

Q. What percentage was sold at 10 cents?—A. About 250 tons, probably. 
There was a very large percentage as far as that goes because the two canners 
that actually paid the 10 cents all the way through, outside of Canadian Canners, 
are the heaviest canners we have. 

@. What percentage would that be?. 

Mr. SomMeErvVILLE: Their purchases were 150 tons. 

Mr. Huars: I am trying to get a percentage on the total sale. 

The Wirness: Eighty per cent. 

Mr. Senn: That 80 per cent did derive some benefit? 

The Witness: Absolutely they did. 

Mr. Senn: I understood you to say they derived no benefit? 

The WITNESS: Qh, yes; the 80 per cent did derive a benefit. But the ones 
that bought at a lower price defeated the principle that was involved and the 
grower got a poor price for his product; and they also put themselves in the 
position to undermine the man who had done as he agreed. 

Mr. Heaps: You complain about the 20 per cent. 

The WItNEss: That is the situation. 


By Mr. Young: 

Q. You ask that a fair price and living wage be allowed to the grower on 
his asparagus. Suppose such a price is fixed and the canners agree to pay so 
much under the agreement. If they have their requirements filled the farmer 
still finds himself with asparagus on his hands, how is he going to get his fixed 
price on that?—A. I cannot say. As far as I know it is subject to the law of 
supply and demand. I am in hopes that if this Marketing Act ever develops 
this whole picture will be ironed out so that everybody will get the same price. 
Anything that has to be bought off the market below that price will be spread 
all over the whole crop, but at the moment it is not. 


By Mr, Kennedy (Peace River): 
Q. You mean, the same price will be paid to others?—A. Yes. 


By Mr. Young: 


Q. Then each grower will be required to keep a portion of his crop at 
home?—A. Not necessarily. I think asparagus is one of the crops that a 


2058 SPECIAL COMMITTEE 


diminution in price will very readily remedy itself because it is a very costly 
product to produce, and when it gets to a point where he cannot profitably 
produce he quits feeding it so that it will remedy itself in a hurry. 


By Mr. Factor: 

Q. Would not you say that the grower that gets 10 cents for part of his 
crop will have some of that taken away from him and given to the other 
erowers who are getting less than 10 cents?—A. I am simply trying to give 
you the picture of the situation as it exists to-day, but we now have an 
organization that is stepping into the picture to iron out our difficulties. 


By Mr. Sommerville: 
Q. But you are satisfied that the industry, as such would operate properly 
under such a marketing system?—A. I do. 


By Mr. Young: 
Q. It is some sort of a cooling system you want?—A. Yes. 


By Mr. Senn: 
Q. Something after the system that they have in the Old Country in 
connection with dairy products?—A. I am not familiar with that system. 


By Mr, Ilsley: 

Q. Your plan would be to put each grower on an equal footing. It is not 
your idea to have it so that the grower can only sell part of his crop to the 
canners. It does not involve that, does it?—A. I do not think it does because . 
in some instances that would be a hardship. 

Q. I mean, the man who is far away from the canners would share in 
the good price just the same as the man who is near to the canners?—A. That 
would be the outcome of it. 

Q. Then the man who is near the canners loses the benefit of his geographical 
location?—A. I do not just get that. 

Q. The man who is near to the canners loses the benefit of his geographical 
location if he has to divide that up with the man situated far distant?—A. Well, 
I suppose that would be the natural deduction. 


By Mr. Sommerville: 

Q. You are hoping that through whatever machinery is set up that you 
can get together and make some kind of arrangement or agreement?—A. Yes. 

Q. That would be satisfactory to the industry?—A. Yes. . Mr. Chairman, 
I just want to say one thing here. I did not come here to say we want redress 
for this, that or the other. I came to point out what things are like in our 
industry, and I would like to suggest that something should be done to remedy 
the situation if it is at all possible. 


By Mr. Young: 

Q. Do you contemplate any reduction or restriction in acreage this year? 
—A. No, I cannot say that, I think that can take care of itself. 

Q. Is this the only product on which you lose money?—A. Oh, no, I wish 
it were. 

Q. You lose money on all your products, do you?—A. I would not say so, 
no. Outside of asparagus, everything at the moment is being sold in a 
haphazard way, some sold to the canners, some sold to buyers, and some to com- 
mission men. 
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Q. And what produce do you make money on?—A. At the present moment, 


the man who can say he is making money has a lot of assurance. Most of us 


who are in the production of tree fruits—and I am referring now to my own 
district because I would not include apples, not being an apple man and our 


-district is not very heavy on apples, but I would say plums, pears, cherries, sweet 


and sour, peaches and grapes. Grapes at the present time are over-planted, 
but up till the last couple of years there has been a reasonable profit in grapes. 
However, taking it over a period of five years I am just about able to hold my 
own and pay my way, and I would say in the fruit district they are just holding 
their own. 

Q. And a good part of their trouble is due to the general depression?—A. Of 
course, a lot of our trouble is due to the fact that the average labouring man 
hasn’t any money. 

Q. He cannot buy the goods?—A. No, he cannot buy the goods. 

Q. Can you tell me how that situation would be remedied by increasing the 
price of the goods?—A. Take in asparagus, this last year the price is the best 
we have ever had. 

Q. You just said that the working man hadn’t the money to buy?—A. As 
a matter of fact, the statistics will show that the canned goods in hand to-day 
are lower than they were a year ago—canned asparagus. 

Q. That asparagus that was bought at 6 cents how did that benefit the con- 
sumer in any way, how did it help the consumer?—A. I do not think he got 
it any cheaper. 

Q. How was it that the man who bought it at 10 cents made a profit?—A. I 
do not know whether he made a profit or not. However, they do not say they 
made a loss, but I do not think the consumer benefited by that situation. 

Q. You are sure of that?—A. Only from what the canners have told us. 

Q. You are sure that the asparagus that was bought at 6 cents was sold at 
the same price as the stuff that was bought at 10 cents?—-A. I would not swear 
to that. Some of them say that they have 6 cent stuff on hand yet, and if they 
have they deserve to have it. 


By Mr. Sommerville: 


Q. It was the same quality, and I presume went into the same kind of can? 
—A. Yes. 


By Mr. Kennedy (Peace River): 


Q. Could you get along with a 10 cent price for asparagus?—A. On the 
basis of present day conditions, yes. 


By Mr. Young: 

Q. If these canners figure that they could sell say on a 10 cent basis and then 
buy some more for 6 cents thinking that they might be able to dispose of it, I do 
not know that we should hold any grudge against them for it?—A. I like to see 
a man play the game. 

The CuarrMAN: I think we have got that point pretty well clear in our 
mind. 

The Wirness: There is another question, Mr. Chairman, that I would like 
to bring to your attention in connection with the local manager. I am not gving 
to refer to the general manager because I do not think the general manager 
enters into it so far as the grower is concerned. I am now referring to the peach 
crop of 1931. In the early season of 1931 the Canadian Canners imported into 
Canada 14 cars of peaches, brought them in in such a condition that the growers 
had them inspected. Of course, they were much greener than they had been 
allowed to ship their own goods, but they were left to ripen and they were 
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canned. Immediately we put in a kick they came out and offered a price of 3 
cents per pound for the Canadian product, and so far as I know, with no limit 
to the amount that they would buy at that price. These peaches went into the 
can, the imported peaches, and our crop came on; the crop of peaches you 
put in the cans must naturally be riper when delivered to the canner than 
peaches that you would ship a distance. Very shortly after the growers started 
their delivery to the factory, the local manager came out and said: I am sorry 
but these peaches must be on a 24 cent basis from now on. And this was a bona 
fide contract on the form you have here at 3 cents a pound. 


By the Charman: 
Q. On the same form?—A. On the same form on exhibit here. 


By Mr. Ilsley: 


Q. That did not help you much then?—A. Just let us see how much it 
did help. So far as my knowledge goes—and I have made very close enquiry 
—only two men that sold to the Canadian Canners in St. Catharines—and I 
am going to qualify that because I am not conversant with the situation outside 
my own district—only two men received the price on which they made their 
contracts.. One was paid the price by fighting the thing through with the local 
manager and the other went to the general offices and got the price. They 
then went during this same period to the manager of a co-operative organiza- 
tion who had sold them between twenty thousand and twenty-two thousand 
bushels. 

Q. Who went?—A. The manager of the canners, that is the local manager, 
went to the manager of this co-operative company. 


By Mr. Young: 

Q. A farmers co-operative?—A. Yes, a farmers co-operative organization 
and, what we say, browbeat him, and this man told him that he would take 
2% cents per pound for his stock. Before he accepted the price he was told 
that they would be accepted on a reasonable inspection, and that if he did 
not take that price of 24 cents they would inspect them more closely. Now, 
he accepted that reduction, and when he made the reduction to the Canadian 
Canners he found himself duty bound to make the reduction to another canning 
company to which he had sold 7,000 bushels in order to equalize the price, so 
that on his crop of peaches he lost $7,500, that is, half a cent a pound on 
20,000 bushels. 


By Mr. Isley: 


Q. Is the inspection wholly in the hands of the purchaser?—A. Just as 
that contract says, wholly in the hands of the purchaser. 


By Mr. Young: 


Q. Was he selling for all the members of his association?—A. Yes, he was 
selling for all the members of his association. I am not here to say the general 
manager knew all about that, but when he did find out he did not say to the 
local manager: Go back and pay the growers that price, that went through on 
that basis. As I am pointing out, I am not here to kick about that, but what 
I am pointing out to you is the conditions under which our growers are existing. 


By Mr. Isley: 


Q. Why did they say that they were buying on a 24 cent basis from that 
time on?—A. I do not know why. The general opinion of the growers is that 
they offered the 3 cent price till they got the imported peaches into the cans 
in order to keep him quite. 
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Q. Was not some reason given for reducing it to 24 cents; was it the 
quality?—-A. The peaches were absolutely O.K. 

Q. What reason did the Canadian Canners give?—A. None to my knowl- 
edge. The other canners, the independents, who had bought on a basis of 3 
cents went on and finished their year and paid the price. 


By Mr. Young: 


Q. In other words, the 3 cent price was a fair price?—A. Yes. 

-Q. And you do not object to them bringing peaches in so long as they 
pay you the price?—A. No, so long as they pay us the price. , 

Q. Do you know what it cost to bring in those fifteen cars?—A. No, I 
do not know, but it scares the grower to death when they come in, because he 
sees them coming in in competition against his product. 


By Mr. Sommerville: : 

Q. Why do you refer to the local manager as being in that position, or 
why is he put in that position?—-A. Well, there is a reason in this way, that 
I suppose it is good business from a large firm’s standpoint, because the local 
manager has to make his factory pay and he wants to make as good a showing 
as possible as against the other local manager, and if he can prove that his 
factory is doing a little better than the other then if he wants an increase he 
can probably get it. 

Q. Do you know of any bonus system that prevails?—A. I understand 
there is one, but I would not swear that there was. . 

Q. As between local managers?—A. Yes, as between local managers. There 
is this system that prevails; I did not realize it for a couple of years. In that 
same factory the previous manager—not the manager that is there now but his 
father had his son, not the same son, but another one in there as his factory 
manager, and he was supervisor over a number of factories in his district; he 
was buying pears for canning. I had them to sell, and he got. my contract 
for a period of two years at a size of 2% inches, while in all the other factories 
over which he had jurisdiction they were taking 23 inch pears. Now, what 
I am trying to bring out here is the fact that the manager who was buying the 
21 inch pears had a finer product to exhibit after the season was over than the 
man who was buying the 2% inch pears. 


By Mr. Young: 
Q. And the same price was paid?—A. The same price, yes. I was paying 
for that factory producing a better product to get myself in right with the 
head office. That was Keefer pears. 


By Mr. Sommerville: 


Q. What about some of the problems arising out of the price paid for 
Keefer pears now that you are dealing with it?—A. Of course, about two years 
ago there was some effort made by the marketing board in Ontario to get a 
better price for the growers, and it was agreed by head office, and J] believe 
the notices were sent out, but that was more or less given under pressure, and 
the growers were satisfied that that was done. 

Q. What was the price agreed upon to be paid by head office?—A. I am 
not certain, I cannot give you that; it was half a cent above the price actually 
paid, I think. 

Q. When you refer to head office you mean the head office of what?— 
A. Canadian Canners. 

Q. That they had agreed to pay 2 cents for canning pears?—A. Yes, and 
their local managers were buying at 14 cents. 
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Q. After they had agreed to pay 2 cents then you say they went ahead and 
their local managers were buying at 14 cents?—A. Yes, and it was worked out 
in such a way that they would pay freight; they said we will take your ones 
and twos on this basis and in that way it worked out that the grower did not 
have the grade and they got him to accept the price of 14 cents. 


By Mr. Young: 

Q. What other outlets have you besides the factories?—A. As far as Keefer 
pears are concerned the only market we have is the export market. 

Q. Peaches?—A. Of course peaches are shipped as far west as Winnipeg 
and as far east as the Maritimes. 

Q. How would you ship them, in baskets?—A. In baskets, yes. 

Q. How do you deliver them to the factories?—A. In bushels. 

Q. Bushel baskets?—A. Yes. They provide the bushels. 

Q. They provide the baskets?—A. Yes. 

Q..And when you ship them to the other market you have to provide 
your own baskets?—A. Yes. 

Q. What price do you get for them in that case?—A. In the early part 
of the season last year we got 50 cents which would be on the basis of 4 cents 
and during the bulk of the season at 30 cents, which would be about 21 cents 
a pound. 

@. And then you had to pay for your container out of that?—A. Oh no, 
that was net. 

Q. That is just half way between the 3 cents and the 24 cents that the 
canners were paying?—A. Yes, but then they have a product thoroughly ripened 
on the tree. You can quite understand that when you have the product 
thoroughly ripened on the tree there is quite a loss from falls, and then you 
take a chance on windblows, and when they are blown off they are not fit for 
the requirements. 


By Mr, Sommerville: 
Q. The hazard is great?—A. Yes, the hazard is great. And then some- 
times we have to hold back on deliveries. 


By Mr. Young: 

@. You cannot ship ripened peaches, you have to ship them on the green 
side?—A. Yes, that is so. If we take green peaches into the factory they will 
say: We don’t want peaches like that, we will take off so much on that load, 
and don’t bring them in so green. Then you take another load into the factory 
and they will probably say: Why, those peaches are too ripe we will have to 
dock you so much on that load, so you see they get you both ways. 

Q. If you keep them at home until they are ripe will he accept them then? 
—A. Yes, if they are fit for canning he will accept them. 


By Mr. Ilsley: 

Q. You have to put up with this arbitrary docking all the time?—A. Yes. 

Q. What would you say about buying on grades?—A. I would say that 
there should be government inspection of grades; we are very strong for that. 
This year, as a matter of fact, we are selling a large percentage of our asparagus 
subject to government grade and it is working out very satisfactorily. When 
it comes in the government inspector looks it over, inspects it, and that is all 
there is to it, and it is accepted by both parties as being fair. 

Q. That is a mutual arangement?—A. Yes, it is a mutual arrangement. 
We just called in the government inspectors and said we will pay for that, and 
that has been done. 

Q. The growers are paying for the entire cost?—A. Yes. 
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By Mr. Sommerville: 

Q. What else have you there, Mr. Craise? Can you give the committee 
any information on the spread in prices between the raw product that you 
deliver to the canners and the price at which it is sold by the canner?—A. No, I 
cannot give that spread. One of the independent canners told me that due to 
the several taxes that are put on the canning industry this last two or three 
years it was impossible to pass that along to the consumer. That has been the 
argument, of course, when this tax went on, that.it could be passed along to the 
consumer, but sometimes it gets so big that it cannot be passed along and the 
upward trend would be too great. In the case of one of the canners, in 1931 he 
paid the growers, for the entire product that year $54,000 on which he paid taxes 
of different kinds amounting to $3,000. In 1932 he paid $6,000 on a like buying, 
and in 1933, with the increase in the sugar tax or the imposition of a tax on 
sugar, he paid $19,000 on the purchase of the same product. 

Q. Yes.—A. Now, it is quite readily apparent that that cannot be passed 
on to the consumer. 

Q. You have not got the figures on the spread?—A. No, I have not. 

Q. What else did you desire to present, Mr. Craise?—A. We feel that in the 
industry in which we are involved, because it is part of our industry, while the 
canning companies may think that they are the only ones in the picture we 
would like to say We do not want to do that. However, the American Can 
Company’s contracts have a very great bearing on the canning industry, and we 
feel that this relation of the canning companies, the can producers with the 
canning industry would stand a good deal of enlightenment. 


By Mr. Factor: 


@. You mean the monopoly and the high price?—A. Yes, because in order 
to get cans the canning factory has to give a three year contract ahead on a 
C.O.D. basis on the basis of price set by the canning company. 


By Mr. Young: 


Q. Is this canning company located in Canada?—A. There are two located 
in Canada. 


By the Charman: 


Q. When you say “canning company” you mean manufacturers of cans?— 
A. Yes, can manufacturers. We as growers feel that the position in which we 
find ourselves is very materially affected by this monopoly. 


By Mr, Edwards: 


Q. Where are those two factories located?—A. One is in Simcoe and the 
other is in Trenton. 


By Mr. Factor: 
Q. Are they subsidiaries of the American Can Company? 


Mr. SommervitLtE: The American Can Company is located at Simcoe and 
the Whillet Can Company has its headquarters and plant at Montreal. \ 


By Mr. Young: 

Q. They just make the cans, not the tin plates?—A. No. As far as the 
fruit end that is all I have to say, but there is one question I would like to see 
answered with regard to the fertilizer, and to put my position before the com- 
mittee I want to recite an experience of my own this spring. Going back to last 
Fall, an agent of one of the companies came to me and asked me if I would like 
to take a contract as an agent to sell fertilizer. I remarked that I did not 
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think I wanted to do any such thing and that I was not at all satisfied with 
the price structure. Well, he said, you take the agency and probably you will 
have a chance to sell a little bit of fertilizer and you will get your own at the 
net price. So I took the agency and got some of my own on that basis. This 
spring he came to me, and in the meantime I had been in touch with a fertilizer 
committee in the province of Ontario set up by the Ontario government, of 
officials who are in a position to advise on that sort of thing. Well, he came in 
one day and asked me if I would go with him on an inspection with the local 
agent round amongst the growers in an endeavour to make sales. I said Before 
we go any further let us find out about the prices, what about the price on 
sulphate ammonia, what is your price to the grower? He said $44 a ton. I then said: 
Have you sold any on that basis? He said Yes, this morning. I said You ought 
to be in jail. He said, that is a pretty strong statement, and I said I mean 
every word of it. 


By the Chairman: 


Q. $45°—A. $44 cash price, and $46 fall terms, and I will verify that 
price by the price list, Mr. Chairman. Now, let us analyse that situation: 
The local dealer quoted me that same price, and he can lay that fertilizer down 
in his siding by the carload, the minimum carload of 15 tons, at $29 a ton, 
practically a spread of 50 per cent. I do not know who gets that spread. 


By Mr. Young: 


Q. Do they deliver that stuff, or does the grower take it out of the car 
himself?—A. Both. 


By Mr. Factor: 


Q. What do you mean, he can sell a ton for $29?—A. I can go and buy a 
carload containing 15 tons and lay it down at my siding for $29 a ton. 

Q. Where would you get it from?—A. Well, at the time I was speaking 
of this I was connected up with the Empire Fertilizer Company in Chatham; 
they were prepared to do that, and this man told me I will sell you a carload at 
that price. 


By. Mr, Ilsley: 


Q. Does the manufacturer fix the price to the farmer, or is it the dealer?— 
A. There is a schedule right there. That is put out by the fertilizer company. 


By Mr. Sommerville: 


). Aecording to the price list of, say, the Empire Fertilizer Company, sul- 
phate of ammonia, your cash price on this price list is $44 per ton and the time 
price is $46 per ton; that is, of the Empire Fertilizer Company, the spring of 
1934 price lists. Now, you say that would be laid down to the pete at what?— 
A. The $44 price is the erower’s price. 

. QQ. Now then, in the province of Quebec sulphate of ammonia cash price 
was $34.50, and that would apply east of Kingston, $9.50 a ton more west of 
Kingston than east of Kingston. 


By Mr. Senn: 
Q. Let us get that right now. Are those prices comparative? 


The CHAIRMAN: One is in the area east of Kingston and the other is in 
the area west of Kingston. 


Mr. Senn: No, but I think it will go further than that probably. 
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By Mr. Senn: , 


Q. Is not the Ontario price the price laid down and the other price is f.o.b? 
-__A. But if I was going to buy from an agent I would pay $44, that is the quota- 
tion ey That would be the price at my dealer’s platform wherever it was 
located. 

Q. The local dealer?—A. Yes, the local dealer, or at his warehouse. 

Q. Would that fertilizer be delivered by truck to your door?—A. If you 
are close enough by, but you see it would not be in our location. For instance, 
we are down on the Peninsula and you know where Chatham is. 

Q. I know in my own case, and [I live on a farm, that a good deal of that 
fertilizer is delivered by truck and it comes a considerable distance.—A. Yes, if 
you buy in quantities; I expect that will chiefly be done by truck, that would 
be a practical form of delivery. 

Q. They generally have truck orders, made up from the same area for 
delivery at once. As to the differences in these prices, I would imagine one price 
would be delivered in the farmer’s district, while in the other case it would be 
the price f.o.b., the factory. 

The CHARMAN: That is right; f.o.b., all brands $9.50 difference; and the 
freight would be $4.80 by the carload. 


By Mr. Isley: 

Q. Your objection is to the big profit on it?—A. What we are objecting to 
is the big difference in price between Ontario and Quebec. I happen to be a 
member of the Ontario Markets Council, and we tried to see if we could buy 
the fertilizer in Quebec and bring it into the Ontario area for the benefit of our 
erowers there, and we found we could not do it. The companies would not sell 
it to us. 

By Mr. Kennedy (Peace River): 

Q. Suppose you did buy a carload at $99 a ton, and went out and sold it 
at a profit of $5 a ton, what would happen?—A. The basis of the arrangement— 
fortunately it is getting out—because those of us who know something about it 
are trying to circulate the news, and the growers are picking up on it. And the 
committee in Toronto—that is the government committee on fertilizer—are 
objecting to it. In the first place, the set-up, as far as the dealers are concerned, 
they tell me that unless you maintain this price schedule that they would not 
ceive you their mixed goods to sell. The mixed goods is where*they make their 
money; unless they get an enhanced price on the raw product to the grower, 
there is no object in that—all of these raw products are purely shipped in so 
the grower can mix his fertilizer—if the companies can boost the price of the 
raw product, then the matter of the grower mixing his own does not enter into 
the picture. 


By the Chairman: 
~Q. Let me ask you one very definite question: you say that you are a 
member of a committee that endeavored to buy it, could you buy a carload 
of sulphate of ammonia in Montreal and take it out into Western Ontario?— 
A. Not so far as I know. We have tried it and could not get it. 

Q. They refused to sell?—A. No, they refused to deliver. 

Q. How did they do that, did you tell them where you were going to use 
it?—-A. As soon as you give your order and they see that it is to be delivered 
west of Kingston, they simply say they can’t deliver it. 

Q. Why do you not buy it at Montreal, and ship it for yourselves?— 
A. That has not been tried, as far as I know; of course, it would work probably 
the first time. 


Mr, SoMMERVILLE: Once, perhaps. 
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Mr. Facror: Where would you buy it in Montreal? 

The Wirness: You could probably buy it from the agencies there. I imagine 
the Federee; but they might be limited by some provision with respect to 
delivery in the area. 


By Mr. Heaps: 
Q. What is the difference in price?—A. The difference is $9.50. 
Q. Between Montreal and Western Ontario?—A. Yes. 


By Mr. Isley: 

@. You are suggesting that perhaps the reason for the high price of sulphate 
of ammonia is that the manufacturers want to keep the price of their mixed 
fertilizer high, so as to encourage the sale of mixed fertilizer?—A. Yes. 

Q. That would not explain the big spread between the price to the dealer 
and the price to the farmer?—A. No. It only explains it to this extent, that 
the dealer by getting a big spread is encouraged to see that big spread main- 
tained. 

Q. I should think it would be the other way; I should think it would 
encourage the sale of as much sulphate of ammonia as possible?—A. It probably 
would, but at a price the grower didn’t want. But you can understand that 
if you were buying sulphate of ammonia at $22 a ton and it jumps to $44 a ton, 
it is going to make a big addition to that product. 


Mr. Young: 

@. And is that the result of price maintenance?—A. I do not know the 
basis for it, but I do know it is happening. I do not know the reason for these 
things, all I know is what happens the grower on these things. Take sulphate 
of potash; their price list is confusing. One price is the price delivered, and 
the other price is the price F.O.B. the factory. It makes a difference, any way 
you look at it, on this sulphate of potash of $14.00 per ton. 

The Cuairman: Do you not mean muriate of potash? 

Mr. SomMervitte: Muriate of potash? I thought it was sulphate of 
potash. 


The CHairMAN: Yes, you are right—sulphate of potash; and it sells from 
$70 to $72 a ton. 


By Mr. Sommerville: ; 

Q. On sulphate of potash the cash price is $56 in Quebec, and $70 in 
Ontario?—A. I submit that there is no difference in the quality of sulphate of 
potash in Ontario and in Quebec; it is a product that is imported on the same 
basis for quality. What is the difference? Why all the spread? 


By Mr. Senn: 7 

Q. Does not the United States Farmers Cooperative handle this product in 
Ontario?—A. I believe they do. 

@. Do you say they have to pay that $70?—A. No, I would not say that; 
I do not know what basis they buy their stuff on at all. I am looking at this 
thing from the grower’s picture. 

Mr. Facror: Would not the question of quantity come in there; if the 
factory can sell in large quantity would they not deliver it cheaper than to the 
small farmer? 

Mr. SOMMERVILLE: Apparently anybody can buy? 

The Wirness: The question is one which I cannot answer ; 1t is beyond me. 
I am just trying to point out to the committee what is happening, aid what the 
grower says. It is beyond me to explain it. 

Mr. Srnn: I think we will get the explanation probably. 
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By the Chairman: 
Q. Is there anything else, Mr. Craise?—A. That is all, Mr. Chairman. 
Mr. SOMMERVILLE: Thank you, Mr. Craise. 
The witness was discharged. 


The CuHairMAN: I think, gentlemen, with your concurrence, I would like 
to suggest that we adjourn until this afternoon, and that we will ask the 
fertilizer representatives here to be prepared to come before the committee 
this afternoon and deal with this question of price spreads. If that is agreeable 
to the committee we will stand adjourned until 3.30. 

Mr. Factor: What about Friday, Mr. Chairman; is the committee going 
to sit on Friday? 


The CHAIRMAN: That has not been decided yet. 


The committee adjourned until 3.30 p.m. 


—————_——— 


AFTERNOON SESSION 


The committee resumed at 3.30 o’clock p.m. 
Mr. SOMMERVILLE: May I just recall Mr. Craise for a minute. 
H. L. Cratse, recalled. 

By Mr. Sommerville ; 


Q. You are already sworn, Mr. Craise?—-A. Yes. 

Q. Can you tell me what was the price of nitrate of soda per ton at St. 
Catharines last Monday?—A. $50, cash price. 

Q. The cash price at the dealer’s platform?—A. Yes. 

Q. That was on Monday, a week ago to-day?—A. Yes. 

Q. That was what date?—A. The fourteenth. 

Q. That was on Monday, the fourteenth?—A. Yes. 

Q. Do you know of any sales at a less price than that?—A. Well, the only 
sale I know of at a less price than that was in the Burlington district where we 
have an independent dealer who sold at $41, cash price, last Monday. 

Q. That is, where there is an independent dealer nitrate of soda was sold 
at $41 a ton?—A. Yes. That applies to recently. JI don’t know what the 
change was, but this was within the last ten days that price has been arranged. 

Q. And that was sold by one of the— —A. Mr. Scott. 

@. I mean it was sold at that price by one of the firms offering at St. 
Catharines at the same price, at $50?—A. You mean the product came from 
the same firm? 

Q. No, was the sale at Burlington not made by the regular company, the 
company that was offering it at St. Catharines?—A. No, I would not say that. 
The dealer at Burlington found he could not buy nitrate of soda direct, and 
he arranged with Canada Packers, to whom he gave an over-riding commission 
of $2 a ton to place an order for him. After paying all charges, including 
$2 a ton, he was able to lay the product down in Burlington at $36 a ton, 
and he figured that $4.50 a ton—lI believe that $36.10 was the correct price, 
and he charged the growers $40.60. 

Q. That is the independent?—A. That is the independent dealer. 

Q. To meet that independent dealer’s price, do I understand then that 
the regular company agents in Burlington sold that nitrate of soda at $41 a 
ton?—A. Yes. 
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Q. But in St. Catharines at $50?—-A. So far as we know, from the same 
source. I could not say positively, though. 

Mr. SOMMERVILLE: Thank you, Mr. Craise. 

Perhaps you will let me have the receipt for that, Mr. Robinson, please? 


The Witness: Thank you. Mr. Chairman, I would like to express the 
appreciation of our committee for the very fine hearing we have had. 


The witness retired. 


Mr. SOMMERVILLE: This was a sale to Mr. Robinson by National Fertilizers 
at $41, May 14, 1934, of one ton of nitrate of soda at Burlington. 

(Receipt for one ton of nitrate of soda, May 14, 1934, filed, marked 
Exhibit No. 183.) 


The CHAIRMAN: Who is the next witness? 


Mr. SoMMERVILLE: Now we should like to hear from the Eastern Canada 
Fertilizer Association. The officers are here. 


AuFrrep L. SmiruH, called and sworn. 


By Mr. Sommerville: 


Q. Mr. Smith, what position do you hold in the Eastern Canada Fertilizer 
Association?—A., Presiding officer or president or chairman, whichever you like 
to call it. 

Q. Well, what do you call it?—-A. Chairman, I guess. 

Q. Who is the secretary of that organization?—A. Alex. Mooney. 

Q. How many members are there in that association? Will you just name 
them, please?—-A. I think I can name them from memory: Canadian Fertilizer 
Company of Chatham; National Fertilizers of Ingersoll; Scottish Fertilizers of 
Welland; Canada Packers of Toronto; Empire Fertilizers of Toronto; Canadian 
Industries, Hamilton and Witts Fertilizer Works, Norwich. 

Q. That is Norwich, Ontario?—A. Yes, Norwich, Ontario. 

Q. Have you any fertilizer companies east of Montreal?—A. No. 

The CHairMAN: In Montreal or east. 


By Mr. Sommerville: 

@. In Montreal or east?—A. No. 
_ QQ. These are all the companies that form the association?—A. Other than 
the link-up there might be with Canadian Industries. Their head office is at 
Montreal, but it is their Hamilton plant that is in the association, I believe. 

Q. Their Hamilton plant manufacture the fertilizer?—A. Yes. 
_ Q. How long has this association been in existence?—A. Since January 3, 
1929. 

@. What are the objects of the association?—A. I suppose if I would give 
you the minutes of every meeting, it would probably explain that. 

Q. Is it an incorporated association?—A, No. 

Q. What are the objects set out there?—A. I will read the minutes of the 
initial meeting: 

On a motion of A. Mooney, and seconded by 8. J. Smith, it was 
resolved that we form an association to be known as “Eastern Canada 
Fertilizer Association,’ with headquarters in Toronto, Ontario. 

The purpose of the association is to foster and encourage a better 
understanding in regard to the proper use and distribution of fertilizers. 

Q. Yes?—A. And the next is: 

On the motion of R. A. Stone and §. J. Smith, A. L. Smith was 

appointed as chairman and Alex. Mooney as secretary-treasurer. 
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It was moved by S. J. Smith and D. MacLaren that a levy of $10 be 
made on each manufacturer included in this association to cover initial 
expenses. 


By the Charman: 
Q. $10?—A. $10. 
Q. Not a very heavy fee?—A. Well, it is simply for the preliminary expenses, 
postage and one thing and another. 


By Mr. Sommerville: 

Q. That meeting was held in 1929?—A. January 3, 1929. 

Q. And you have been the presiding officer ever since?—A. Ever since, I 
presided at every meeting held. 

Q. Now, what does that association do?—A. Well, if we ran into any extreme 
difficulties, we might go as a body to the government to see if our troubles such 
as tariff or something could not be corrected; or we might be working, as we 
are doing, with the O.A.C., at Guelph, in demonstration and experimental work, 
supplying them with fertilizers free of charge, in plain bags, deriving no direct 
advertising benefit therefrom; also contributing in cash. We were led to believe 
by Dr. Christie that, if we would help them to do what he had done down in 
the States, where he had been before, he thought it would be of benefit to both 
the agriculturist and the manufacturer to allow this information to come from 
one place only, and let them be guided by the results that they obtained, to give 
that evidence to the grower. He said that, if we could contribute a certain 
amount of money, he thought he could go to the Department of Agriculture, and 
have it matched, dollar for dollar, which we have done. 

Q. And that money then is used?—A. Is used by them. We have no control 
over it whatever. It is just simply given to them. 

Q. And that is a contribution towards the study and development of the use 
of fertilizer?—-A. The proper use of fertilizer. 


By Mr. Kennedy (Peace River): 
Q. Is there any advertising?—A. No, no advertising whatever. 


By Mr. Senn: 


Q. Can you give us the amount contributed?—-A. The amount has varied. 

Q. From year to year?—A. No, it is gradually getting less. As industry 
runs into difficulties, we do not feel that we can contribute quite so much. There 
is a financial statement here showing everything, every contribution. We con- 
tributed ourselves, as Scottish Fertilizers, $1,000 as the start; National Fertilizers, 
$1,000; Canadian Fertilizers, $1,000; Ontario Fertilizers, $2,000; Gunns Limited, 
$2,000; Witts Fertilizers, $200. 


By the Chairman: 
Q. That is to the Guelph college?—A. To a fund which we pay over to the 
Guelph college. 
Q. What is the total of that?—A. $7,200, 


By Mr. Sommerville: 


Q. That was in what year?—A. That was in the year 1930. 

Q. Then you say each vear it has been getting less?—A. It didn’t get less, I 
don’t think, the following year. If my recollection is right, I think it was the 
same the following year,—probably added to it in that Canadian Industries 
came in and contributed a like amount of $2,000. 

Q. They contributed $2,000°?—A. Yes. 
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Q. What amount did you pay over in 1932, the same $7,200 or more?— 
A. 1932 was $7,200. 

Q. And 1933?—A. 1933 was $4,050. 

Q. Since the original organization of this association, what additions have 
been made to the membership? I don’t think you mentioned Canadian In- 
dustries?—A. I don’t think Canadian Industries were in existence or were 
operating at the time it was organized. 

Q. By the way, what is your own position? Which company are you with? 
—A. Scottish Fertilizers, Limited. 

Q. Who is Mr. Mooney, the secretary, with?—A. Canada Packers now. It 
was Gunns Limited, at that time, I think. 

Q. Gunns Limited, now Canada Packers?—A. Canada Packers. 

Q. What arrangements have you with the membership about their relation- 
ship to the association? Do they file bonds with the association?—A. No. 

Q. Are there any guarantees from them of any kind?—A. No. They pay 
their money, that is all. 

Q. That is the money that you referred to?—A. Yes, contributions. 

Q. Do they pay any membership fees in addition to that?—A. Yes, assess- 
ments. 

Q. Assessments; what do they amount to?—A. I could not tell you off-hand. 

Q. Are they substantial sums or nominal sums?—A. No, they might be $10 
or $20. 

Q. They are not very large sums?—A. No. 

Q. They don’t run beyond $25 apiece, would you say?—A. I don’t think so. 
I could go through here and tell you. They can’t be any colossal amounts, or I 
would remember it. 


By the Chairman: 
Q. Nominal amounts?—A. Yes. I know in the last meeting we had they 
were saying that funds were getting low, and we would have to make another 
contribution soon, $10 or something. 


By Mr. Sommerville: 

Q. In addition to the objects which you have stated, at these meetings did 
‘you discuss the terms upon which sales of fertilizers will be made?—A. We have 
in the past year. 

@. You have in the past year?—A. Yes. 

Q. And as a result of that discussion as to terms, have you agreed upon 
uniform terms or instructions to salesmen?—A. No. ; 

Q. Have there not been issued uniform instructions to salesmen and agents? 
—A. I guess there are, yes, except we do not, nor do we issue a price list. 

Q. Perhaps we will deal with one thing at a time. When you say that you 
mean?—A. Our own company. 

Q. Just look at this and tell me if these are the uniform agents’ rules and 
regulations, spring season, 1934? Perhaps you can identify them?—A. No. I 
have never seen these before. 

Q. Never seen these before? Well, is that company in your association?— 
A. Yes, they are. I think I have left them out. They are in—Agricultural 
Chemicals Limited. 

Q. They are at— —A. Port Hope. 

Q. Do you say you have never seen these regulations?—A. Never seen 
them. 

Q. Or similar regulations?—A. I have seen similar regulations, yes. 

Q. Are they practically the same as yours?—A. I would have to go through 
them in detail to know. I am trusting to my memory for the others. I think 
this is quite an enlargement on anything I have seen before. . 
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Mr. Instey: Those are instructions to agents? 
Mr. SOMMERVILLE: Yes, instructions to agents. 


By Mr. Sommerville: 

Q. Have you discussed uniform instructions to agents?—A. Yes, a most 
important thing. 

Q. And do these instructions that you see and which I have just submitted 
to you—do they in general carry out the result of your deliberations?—A. 
No, I think it is going away beyond anything I have ever had any idea of, 

Q. What did you settle upon; anything in the way of instructions to agents 
as the result of your discussions?—A. You mean for ourselves or for the Associa- 
tion? 

Q. I am talking of the association?—A. Yes. 

Q. And where are they; are they recorded in your minutes?—A. No, they 
are not. 

Q. Where would they be recorded?—A. If they want to give those instruc- 
tions they can—we do not to our agents. 

Q. I am not talking about your company at all; I am talking about. the 
association. When you discussed and settled upon instructions to agents where 
are the instructions that were thus settled upon?—A. I do not know. I did not 
keep them. 

Q. Are they not entered in your minutes?—A. There is no minutes in here 
on it. 

Q. There are no minutes in there on it?—A. No. 

Q. What were the principles you established—the uniform principles of 
instructions to agents?—A. A standard selling price as a minimum. 

Q. A standard selling price as a minimum? Yes, and was that the same 
whether it was for cash or time?—A. Oh, no. 

Q. What were the terms?—A. $2 off for cash. 

Q. $2 per ton?—A. And credit to the first of October of less $2 per ton 
for cash on delivery. 

Q. There was to be, first, a minimum price?—A. Yes. 

Q. And, secondly, there was to be the same uniform term of credit to be 
paid on the Ist of October?—A. No; credit to the Ist of October. You cannot 
say it must be paid then. 

Q. Credit to the Ist of October with $2 discount for cash?—A. Yes. 

Q. Now, what next?—A. Probably if we had some of these other lists. 


By Mr. Factor: 7 

Q. Haven’t you got a copy somewhere?—A. No, because I never figured 
on operating on that. I did not operate on that basis—the minimum was too 
low for me. 

Q. Your association?—A. Yes, your association. 

Q. Have you not got a copy among your formal documents to show that?— 
A. No, there is not. 

- Q. Who would have that?—A. Of course, each individual should have it. 
I should have it. 

Q. The members of your association? Your association would not agree 
upon so important a thing as that without having some record of it?—A. There 
are certainly records; each of us would have a record. 

Q. Has the secretary got the record?—A. He should have. 

Q. Mr. Mooney? Do you know whether he is here?—A. I do not know 
whether he is here or not. I have not seen Mr. Mooney. 

Q. Have you not got one of them?—A. No, I destroyed mine because it 
did not interest me. 

Q. When did you destroy it?—A. Shortly after the meeting. 
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By Mr. Ilsley: 
Q. What form is it in?—A. Well, I think I can tell you from memory. 


By Mr. Sommerville: 


Q. What was the form? Was it in the form of a general regulation or 
general statement of the prices or terms and dates of payments; the prices for 
each separate grade of fertilizer?-—A. The grade—it would be left with each 
manufacturer to price his own grades because we do not all sell the same 
¥dentical brands. As far as the terms are concerned they would be identical 
with ours. 

Q. What was the maximum price agreed upon?—A. That would have to 
be worked out. 

Q. What was the schedule adopted for working them out?—A. That is the 
point wherein I differed—why I did not agree to it. It is worked on an 
arbitrary figure which is not true—a true picture of costs. 

Q. What was the basis upon which they worked out the cost?—A. So 
pe of nitrogen, phosphoric acid and potash and the various charges, estimated 
charges. 

Q. We had that the other day from Mr. Grose. Did you agree with him 
that that was the schedule that was adopted?—-A. That is pretty well. That 
is ‘as close as I could rehearse it—closer. 

Q. That is closer than you could rehearse it?—A. Yes. 

_ @. That was the schedule adopted by the association?—A. Yes, as a 
minimum. 

Q. As a minimum; and that basis was to be applied then by each firm to 
its commodities?—A. That or anything more that he cared to ask. 

Q. That was to be the minimum?—A. The minimum. 

Q. Yes. And then, Mr. Smith, all the firms apparently sell the same kind 
of fertilizers to a large extent—mixed fertilizers?7—A. No. There would be a 
few brands that would be sold by all. 

Q. There would be a few brands sold by all?—A. Yes. 

Q. Now, let us take these standards. The unmixed chemicals would be sold 
by all—fertilizer materials?—A. No, we do not sell them. shy 

Q. You do not sell any fertilizing materials?—A. No, We try not. 
Frequently we try to accommodate a man if we have the material there at the 
time. 

Q. You sell them mixed?—Yes. 


By Mr. Isley: 


Q. Take sulphate of ammonia. That was mentioned this morning. Do 
you sell that?—-A. If we had it we would offer it. When we buy our materials, 
I might explain, we buy what is necessary to make up the tonnage we have 
previously determined on making for that season. It will be six months or eight 
months ahead of the season at the least. We buy that and bring it in and 
we mix it directly it comes to our plants. We do not take it in and handle it 
again. ‘To save handling we put it through into the various formulas it is 
going at that time. That has to be again taken out in the matter of four 
or five days and re-run again, because it is absolutely impossible for any human 
being to make a definite analysis on a chemical scale; you can make an approx- 
imate analysis but the fertilizers get disintegrated. 

Q@. Let me follow the making of sulphate of ammonia. That is nitrogen? 
—A. Nitrogen carrier. 

Q. It is what you call unmixed fertilizer?—-A. Oh, yes, it is only one 
ingredient. 
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Q. Now, that is the sort of fertilizer that you do not sell if you can help? 
—A. No, I do not buy it to sell; we buy it to use. If we have any of it unmixed 
when we get through—say we have bought five or ten tons more than we 
use—it is there to sell. | 

Q. Do you put the price away up, as the witness indicated this morning, 
in order to discourage its sale?—-A. No, we do not. | 

Q. You heard the evidence this morning that it was selling for $44 a ton 
to the consumer and at about $29 a ton to the dealer. The $44 price was 
away out of line?—A. I know that anyone can buy it off me at $29 a ton if 
he wants to buy it. 

Q. Yes, I know; but it was suggested that this $44 price was to discourage 
the purchase of the ingredients as distinguished from the mixed fertilizer ?— 
A. No. I do not think that at all. 

Q. Your own evidence, I think, indicated that you do not want to sell 
unmixed fertilizer?—-A. No. We are in the selling of a manufacture. We are 
like the baker who does not want to sell flour; he is selling bread. 

Q. Exactly. Would that be probably a reason for this very high price for 
sulphate of ammonia?—A. No, if there was anything like that we would rather 
not mix at all—just buy and sell it, if we could sell it for that. 


By Mr. Sommerville: 

Q. Perhaps you, being so familiar with the business, could tell this com- 
mittee why sulphate of ammonia—why in practically all of the prices filed with 
us the cash price of sulphate of ammonia is $44 in western Ontario?—A. Experi- 
ence with business in this game will teach anybody in the course of two or three 
years that if you buy anything at $29 and try to sell it at $29 you will be 
broke before very long, depending upon how much reserve you have. The 
erower in the province of Ontario has been asking from year to year for more and 
more service. I question if you could get five per cent of the growers this year 
to take delivery at a railway station; they would not; and it is the price 
delivered at their barn, whether they want 500 pounds or 100 pounds or 5 tons. 
We had one order this year of 200 tons. We offered to allow them $100 less 
on the price if they would take delivery at the station. They would not do it. 
They wanted it delivered at the barn. They had the teams to haul it. 


By Mr. Isley: 
Q. That does not answer Mr. Sommerville’s question. Would you say that 
$44. A. Is not too much. 
Q. I think you said you would be glad to sell it?—A. If they come and take 
it. I will not deliver it—200 pounds to this barn and a few hundred pounds to 
the next barn for $44. 


By Mr. Factor: 
Q. The price is $44. Is it fixed at $44 cash?—A. I am not sure about that. 


By Mr. Sommerville: 
Q. Here it is?—A. If it is; all right. 


By Mr. Sommerville: 
Q. Well here it is, Empire fertilizer, sulphate of ammonia $44; C. ital we 
sulphate of ammonia, $46, that is on time, with a discount of $2. per ton. 


By Mr. Ilsley: 
Q. That is over 50 per cent which is unreasonable, is it not?—A. No, not 
on that kind of service. 
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By Mr. Young: 
Q. Do you sell this in 100 pound lots?—-A. Yes, put up in 100 pound bags. 
We have to take a shrink on it; the average shrink is about 5 per cent to 7 per 
cent. 
(. How many of the farmers buy only 100 ponnds? Don’t they all buy a ton 
or more?—A. Well, we sell pretty well over this province and I don’t think we 
have sold 5 tons in the whole province. 


By Mr. Sommerville: 

Q. In fact, you discourage the sale of sulphate of ammonia?—A. We do not 
discourage the sale of it. 

Q. Well, you prefer rather to sell the mixed fertilizer?—A. Absolutely. 

@. And I presume the reason for that is, that you have found from 
experience that mixed fertilizers are more profitable than selling the unmixed 
fertilizer material?—A. We also find it more profitable to the farmer. 

Q. I agree with you, but you prefer to sell the mixed fertilizer because it is 
more profitable than selling the unmixed material?—A. Of course, that is our 
business entirely. That is what our money is invested in to-day. 

Q. You agree with me then?—A. Not in the way you put it. 

Q. Well, put it your own way?—A. We have built a plant there and put 
over a hundred thousand dollars into it, and we built the plant entirely for the 
manufacture of fertilizer. If we were going into the warehousing of it and the 
selling of it only we would not need any equipment other than a shed. 


By Mr... Factor: 
Q. All those reasons you give go to prove that you prefer to sell the mixed 
fertilizer?—-A. Undoubtedly; that is our business. 


By Mr. Sommerville: 

@. Now then, Mr. Smith, in your association did you agree upon these 

pean prices that have been set out in the price lists that have been filed?—A. 
es. 

(). For instance, I see here the price for mixed fertilizer per ton of 2,000 
pounds, 6-8-10, spot cash $44.85; time price $46.85. 

Mr. Kennepy (Peace River): Is that a zone price? 

Mr. SOMMERVILLE: No, anywhere in Ontario. 


By the Chairman: 
Q. Tell me, Mr. Smith, is that a delivered price?—A. Yes, delivered to the 


barn. 
By Mr. Edwards: 


@. How many months of the year do you operate?—A. Well, our plant is 
operating almost continuously, but about half of that time is used in manu- 
facturing and the other half in shipping; we will have about four to six months 
of shipping. We are just about furnished with our spring shipping now, and 
we will start in manufacturing for next season, and we will be working right 
along as far as possible, and when it is manufactured it has to be matured 
for at least three months before we can start shipping. 

Q. You will have very substantial carrying charges before you ship?— 
A. Well, your money is invested for at least six to eight months, and you have 
got your shrink which runs from 5 to 7 per cent. : 


By Mr. Young: 


Q. Where is the shrink, in the kegs or does it evaporate?—A. There are 
certain elements. All of these are materials which are injurious to plant life 
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and which we consider must be taken out. After it is manufactured you can 
‘ship it and there will be practically no shrink. 


By Mr. Sommerville: 

Q. Just let me get this clear. Your mixed fertilizer is 2-12-6, that 1s your 
formula?—A. Yes. 
* Q. And the price that you agreed upon in Ontario is $34.65 delivered?—A. 

es. 

Q. And 2-12-10, the price agreed upon in Ontario, delivered is $37.45?—A. 
I do not know about 2-12-10 because I am not conversant with that one, we do 
not make it. 
. Perhaps you can follow some of the price lists that we have?—A. Yes. 
. What was the price of 2-12-10?—A. I do not know. 
You have not got that?—A. No, it is not one of our brands. 
. Then 4-12-10?—A. I don’t know that either. 
Then 6-8-10?—A. I don’t know that. 
. Then 9-5-7?—A. That is another one I don’t know. 
And 5-8-7?—A. I don’t know that one either. 


DOLODOLD 


By Mr. Factor: 
Q. These brands you do not manufacture?—A. No. That is another one 
of the expenses of the fertilizer manufacturer, a yard and a half of brands, 
which all cost money. I suppose there are 500 different brands made in Canada. 


By Mr. Sommerville: 

Q. Well now, at this association you established the price then for 2-12-6, 
C.L.L., cash price for Quebec, $25?—A. I don’t know anything about Quebec, we 
don’t operate there. 

Q. Well, in this association had you any discussion of the price to be 
charged in eastern Canada?—A. No, we have nothing to do with eastern 
Canada at all. 

Q. Your association have nothing to do with eastern Canada?—A. No, 
nothing at all. That was in 1929. When we started we thought that eventually 
we would have all the manufacturers in eastern Canada, but since the other 
industries have started in the Maritimes and in Quebec—they did not exist at 
that time—our operations have been confined solely to Ontario where these plants 
previously were and where they still are. 

Q. When you say “Ontario” how far east do you go?—A. Kingston is the 
dividing point in Ontario, because of the fact that for some reason or other the 
Quebec fellows come as far as Kingston with their Quebec price list. I have 
had to lose thousands of dollars of business. 


By Mr. Factor: 

Q. Are you speaking as a member of your firm or as a member of the 
association? A. As a member of our firm. 

Q. Would a member of your association operate in eastern Canada and Que- 
bec?—A. They may. 

Q. Well now, Mr. Smith, don’t you know?—A. No, I do not. I would 
not know. That is entirely up to the manufacturer who wants to go down. If 
I want to go down and do business in eastern Ontario and Quebec it is entirely 
up to me. 


By Mr. Edwards: 


Q. Is there any understanding between the members as to definition of 
territory ?—A. No. 
86332—135 
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By Mr. Sommerville: 

Q. Will you tell me why, Mr. Smith, the Eastern Canada Fertilizer Associa- 
tion only functions as far as Kingston?—A. Because the Quebec price list is 
down to the point where we cannot possibly manufacture in central Ontario 
and ship it down there and compete with Quebec. 

-Q. Where does the Quebec price list come from?—A. From the Quebec 
producers, — 

@. They are also members of your association, are they not?—A. No. 

Q. Well, one of them is?—-A. One of them happens to be, 

q. C.L.L?—A, Yes. 

@. And Canada Packers?—A. Yes, Canada Packers have a branch in 
Montreal too. 

Q. Anybody else?—A. Not that I am aware of. 


By Mr. Factor: 


Q. What about Canada Fertilizer?—A. Canadian Fertilizer? 

Q. Yes?—A. You mean Canadian Fertilizer, Chatham? 

Q. Yes?—A. I don’t know I am sure. If they do it is absolutely up to 
them if they want to. 

Q. And what about the National?—A. It is the same with them; they 
probably might do it. 

Q. Well, they do operate both in western Ontario and eastern Canada; 
they have separate price lists, you know that?—A. Naturally they would. 


By Mr. Sommerville: 


Q. Why naturally?—A. Because of geographical location. 

Q. Just?—-A. Just, yes. 

Q. And their price list is proportionate to the geographical location?—A. 
I think so. 


By the Chairman: 


Q. Who fixed that geographical division at Kingston?—A. As far as I am 
concerned it was not the association. It certainly was not any Ontario manu- 
facturer who fixed it there. 


By Mr. Sommerville: 


Q. Did you discuss it with members of the association?—A. No. 

Q. Has it ever been the subject of discussion in the association?—A. I 
don’t think it came up at any time. We had to accept the thing as it existed; 
if these fellows down there were selling the thing as far as there, why they 
stopped there I don’t know; I don’t know why they didn’t come to Toronto. 


By the Chairman: 


Q. Who are those fellows?--A. The two you have mentioned, the Canada 
Packers and Canadian Industries Limited; and I think there are a couple of 
other producers down there as well. 


By Mr. Sommerville: 

Q. But those are the big producers?—A. There are some other big 
producers. 

Q. But those are two of the big ones?—A. Yes. 

Q. And those two big producers in Quebec, you see, sell as far west as 
Kingston’?’—A. Yes. 

Q. On a certain price list?——A. Yes. 

Q. And that price list is substantially below the price list for all west of 
Kingston?—A. How much I cannot say; I would have to figure it out; they 
quote down there, as I understand it, on the basis of f.o.b. 
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Q. But they are substantially below the prices for west of Kingston? 
—A. Yes. 

Q. And these two big producers are members of your association for 
western Ontario?—A. Yes. 

Q. And you tell us that you have never discussed with them at any time 
the question of prices east of Kingston and prices west of Kingston?—A. Not 
any more than I might criticize them sometimes if I had courage enough to 
do it. 

Q. Well, it would take some courage I agree——A. If he is a bigger man 
than I am. 


By Mr. Young: 


Q. What would your criticism be?—A. That they were very foolish selling 
it at the price they were selling it. Unquestionably, in my estimation. 


By Mr. Sommerville: 
. Now, let us take this mixed fertilizer, 2-12-6, you know that?—A. Yes, 
sir. 
. You make that?—A. Yes, sir. 
. And you sell that?—A. Yes. 
. And you sell that at $34.65 west of Kingston?—A. No we don’t. 
What do you sell it at?—A. $36. 


By Mr. Isley: 
_ What is your cash price?—A. We sell for $34 cash. 


DOO O 


& 


By Mr. Sommerville: 

Q. Those are cash prices that I quote——A. $34.65? 

Q. Yes, $34.65? 

Mr. Epwarps: Are those delivered or f.0.b? 

Mr. Iusuey: I suggest we take one or the other throughout, either cash or 
credit. 

The Wirness: Well, our price is built on the credit basis but we do not 
give credit. We allow the $2 off this list just the same, and there is a mighty 
good reason for that if you care to have the explanation. It isn’t every man 
that pays when he gets the goods, and he sometimes keeps you waiting till a 
bunch of pigs are sold six months hence, and if he bought for $34 he only pays 
you $34 in six months time. The trucker leaves the goods but you are left wait- 
ing for your money. 


By Mr. Young: 
Q. Then you put another penalty on the farmer if he pays cash.—A. Oh no, 
no penalty to the farmer. 
Q. Oh yes, you charge an extra 1 per cent for cash—A. Pardon me, we do 
not. 
Q. Well, that is the evidence we had the other day. 


By Mr. Factor: 
Q. You allow the agent 1 per cent, do you not?—A. If he comes in and lays 
the money down then we allow him 1 per cent, but he has to finance the stuff 
for 30 days or so. 


By Mr. Sommerville: 
Q. Let us take the C.I.L. price for Ontario and also for Quebec. C.LL. 
delivery price cash, 2-12-6, for Ontario $33.75?—A. I guess that is right. 
86332—1354 
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--Q. And for Quebec and eastern Ontario $25?—A. Well, I cannot say any- | 
thing about Quebec. | 
< Q. Well, but you know that is the price?—A. I know it is somewhere around 
there. 
Mr. Senn: The delivered price? | 

_ Mr. SomMeErvVILLE: No, that is the price f.0.b. 
Mr. Itstny: Both of them? 
Mr. SomMeERVILLE: No, the price in Ontario is a delivery price, and the 


price for delivery from Montreal and eastern Ontario, say Cornwall, is $25 cash, | 
f.o.b. Montreal. | 
The Wirness: I presume so, but I cannot say on that because I have not 


got the price list and I do not know. 


| 
By Mr. Sommerville: 
Q. Well, Mr. Smith how do you account for this very wide difference in the | 
price between eastern Ontario, east of Kingston, and the price west of Kingston? | 
—A. Well, about half of that is accounted for in the service rendered. In | 
Ontario you are delivering to the farmer’s barn. oa ae 
Q. Yes.—A. And in Quebec they are loading it into a car and shipping it. | 
The other man is paying for all those charges and going to the station and getting © 
those goods. Another thing might be the question, and certainly would be the 
question if you were located on the Seaboard. Most all of the material used 
comes in from overseas and based on a seaboard price. For instance Baltimore | 
would be the pivotal point on which it is based, that is, on some material the © 
same as Chicago might be for wheat. ; 
Q. Yes?—A. And whether you bought in Baltimore, New York, Philadel- — 
phia, or some other point, you would buy on the basis of Baltimore. You would | 
pay whatever freight there was from that point inland to your factory. | 
Q. Yes, but 1f you are on the seaboard your delivery would be by water, 
would it not?—A. By water? 
Q. Yes?—A. That delivery is much less at Montreal than it would be at 
Welland, St. Thomas, or any other point in Ontario. 


By the Chairman: 

Q. Not so very much, would it, in large quantities?—A. Between $5 and $6 
a ton. 

Q. By boat?—A. No, but the boat cannot give you delivery. There might 
be the odd person who is so favourably situated; but we are on the Welland 
canal, and we cannot unload a boat at our place now since they have enlarged 
the canal unless we spend $100,000 or $200,000 putting in a dock. We used to do 
it but we are shut out from the privilege now. 


By Mr. Sommerville: 


Q. I suppose if you wanted to unload by boat you would have to unload at 
Port Colborne?—A. Yes, and we would have shrink and spill along the line, but 
we have been bringing it in by rail since then because we think it is cheaper. 

Q. Now then, what about nitrate of potash and sulphate of potash, German 
products; there is very little difference in freight as between Montreal and Wel- 
land.—A. Why talk of German products alone. 

Q. I am just talking of that one line?—A. That one line is procurable in 
Russia, Palestine, Germany, France, and three places in the United States. 

Q. I suggest to you that that which comes from overseas, the difference in 
freight would be a very small matter, would it not?—A. No. 

Q. Between Montreal and Welland?—A. It would be the same thing as 
on anything else. 
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Q. It comes in by boat?—A. But we would not bring it by boat to Welland. 

Q. To Hamilton?—A. Yes. 

Q. And, as a matter of fact, is it not brought to Hamilton?—A. Yes. I sup- 
pose at approximately $4 by boat. 

Q. That much?—A. Yes. Maybe a little less, but I don’t think so. I 
have not gone into that matter because we were told that we could not unload 
on the canal bank any longer, and I have not been negotiating for any of the 
freight being carried by water. 3 

Q. Yes? Well now, you said that probably part of that amount might be 
freight?—-A. Oh, there is a big portion of it, made up by freight. 

Q. Can you tell me what might be freicht?—A. About $3.50. 

Q. That is high?—A. If it could be brought by boat. 

Q. That still leaves you $5.50 difference on that mixed fertilizer, 2-12-6?— 
A. Well, I don’t think there is that much. 

Q. How do you account for that $5 which is 20 per cent more than the 
Quebec price in itself, now you have eliminated the freight difference; how do 
you account for that?—A. If you live ten miles east of Palmerston I would have 
to ship a carload to Palmerston—a freight rate of approximately $3, and I 
would have to hire a truck to pick it up from the car and take it out to your 
farm—approximately $1 per ton, there is $4 of it. 

Q. Yes, that is one part of it—how is the rest made up?—A. I do not try: 
to make it up. 

Q. How do you arrive at this minimum price for Western Ontario?—A. I 
do not arrive at it, nor do I approve of it. 

Q. Why did you all agree upon it?-A. I did not agree on it, we sell for 
a higher price than that. 

Q. You sell for a higher price than that, $36?—-A. Yes, sell more than that 
on some of the other brands. 

Q. At least you have agreed among yourselves that the minimum shall be 
$34?—A. That is it. 

Q. $34°?—A. $33.75, I think the figure is there. 

Q. $33.75, and you say that that is the amount agreed upon, Mr. Smith; 
at what meeting of the association?—A. It would be sometime this spring, 
before the season started. 

(J. Sometime in the spring of 1934?—A. Yes. 

Q. Have you got the minutes of that meeting?—A. No, that is the minutes 
I have not got. 

Q. Have you any of the minutes of any other meetings settling price for 
the product?—A. No. 

@. Are there any minutes in existence?—A. Of course there are. 

Q. Where are they?—A. I can’t tell you, I do not keep the minutes. 

Q. You have a copy there—is that the minute book?—A. That is the 
minute book. 

Q. Let me have a look at it—this is a minute book without minutes?—A. 
No, it is not. I do not think it is. 

Q. Without minutes?—A. When we had another meeting I would certainly 
would want to see the minutes of the previous meeting. We have not had a 
meeting since that. 


By Mr. Factor: 


Q. I suggest that you treat the committee with a little more frankness 
about these minutes. I was under the impression when you first gave evidence 
that you were giving us the minutes of all your meeting? 

Mr. IusLey: They are important minutes, are they not? | 

The WiTNEss: We have not had a meeting since that last meeting. I 
presume so. I do not know. 
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By Mr. Ilsley: 

Q. Was there some reason for suppressing these minutes that are not there? 
—A. No. 

Q. These are the minutes of that meeting between the companies about 
prices, aren’t they?—A. Yes. 

Q. I suggest to you that these minutes were being kept dark for some 
reason; were they?—A. They might be, I do not know anything about it. I 
did not even see Mr. Mooney, and I did ‘not see any of the other members when 
I come here, I was out on the road and at midnight there was a telegram and 


I came to Ottawa. I asked to have the minute book sent. I have received the . 


minute book, but I have not talked with anyone. I did not know that they were 
not all there. 


By Mr. Young: 
Q. You asked Mooney to send you the minute book?—A. Yes. 


By Mr. Ilsley: 


Q. You referred a while ago to some ines of the association, Mr. Smith? 
—A. If we were having a meeting and working it out, yes. I think I would 
make notes, but I do not think I would keep them. 


Mr. Factor: That is not what Mr. Ilsley referred to at all. 


By Mr. Ilsley: 


Q. I want to know how this minimum, the fixing of a minimum price for 
this territory was arrived at; and what happened to the minutes; it is not here— 
was it a verbal understanding ?—A. I imagine—no; notes of it would be made, 
undoubtedly. 


By Mr. Sommerville: 
Q. Who would have those notes?—A. The secretary should have them. 


By the Chawman: 
@. Where is he?—A. He would have them. 


By Mr. Sommerville: 


Q. And the secretary is not here?—A. I do not know whether he is or 
not; you can call him, I have not seem him. 


@. You would know whether or not he had been here Friday or to-day ?— 
A. He was not here Thursday or Friday. | 


By the Chairman: 
Q. You see, Mr. Smith, the significance of this—?—A. I quite understand 
it. J am in the unfortunate position that I am unable to give you more than my 
version of it. 


Q. Wait until I finish my point. The significance of this lies in this: we 
have evidence before us that the individual purchaser of fertilizer in Ontario 
living at any point in Ontario beyond the line drawn north from Kingston 
cannot go into any part of Ontario east of that line and buy fertilizer himself and 
truck it, or freight it, or deliver it to his own farm; although he can buy it 
much cheaper than he can buy it west of that line. Now, that is a very important 
matter?—A. I do not think, Mr. Stevens, that there is anything so far as the 
association is concerned that will hold any control over that at all. There might 
be certain members of the association—. : 
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Q. There is something which you yourself said which indicates control. 
A moment ago you said, in a rather indifferent way—you referred to “ them”; 
I presume you referred to the big manufacturers to the East of that line, that 
they would not permit you to deal east of that line?—A. Oh no, that would not 
stop me from dealing there, they have no control over that; but their price 
is so unattractive that I stay away from it—neither would I go out to British 
Columbia and do business. 

Q. Do you buy any of your materials from C.I.L. or Canada Packers?— 
A. No, we do not. 

Q. Do you not buy from them?—A. I have bought a little once in a while, if 
we are short or something like that. 

Q. How is it that Canada Packers are a member of your association, and 
you are president, and they can sell fertilizer east of the Kingston line so much 
cheaper than they can sell it west of the Kingston line?—A. By shipping from 
the Montreal factory. 

Q. Is that the only answer?—A. That is the only answer I can think of. 

Q. Freight would not account for that?—A. I would imagine—I have never 
gone into it—but I would imagine that the dividing line on freight is Kingston. 
Kingston is approximately the dividing line, I am not sure on that but I would 
imagine that would be the point; that they could not economically send goods 
down from there below that point. 

Q. Now, wait; just let us test that a minute?—A. Mr. Grose of Canadian 
Industries is here. He is operating both in Quebec and Ontario. Probably he 
could answer these questions. 

Q. This is rather an important matter. It looks to me, however, that 
there is something more than just a mere understanding. We take for instance 
9-5-7: I have the C.1.L. price lists for Quebec and Ontario before me—unfor- 
tunately the Quebec list is wholly October 1st, so I will take October 1st or the 
credit figures in both instances—9-5-7 in the Quebec area, that is east of 
Kingston, sold at $32.50 f.o.b. Montreal; west of that line it is sold at $48.45 
delivered—I think the differential is $16?—A. That is $46.45 cash, isn’t it? 

Q. $48.45 is October 1st, the other is credit?—A. Oh, is it? 

Q. So they are both on the same basis; that is the differential, $16. 

Mr. SoMMERVILLE: Or 50 per cent. 


By the Chairman: 


Q. Now then, you can ship that from Montreal by the ton into western 
Ontario for $4.80 a ton, I think, we will say to Hamilton or Toronto?—A. Let 
me explain, Mr. Stevens, that according to the Dominion Bureau of Statistics, 
the sales in all Canada for the particular brand you are speaking of was 31 
tons. 

Q. I don’t care if it’s only an ounce, I am asking for information?—A. I 
do not know why that differential, but I imagine if they had some man up there © 
who wanted 2 or 3 tons shipped from Montreal to any place up there (west of 
Kingston), they would have to take out a registration for that territory and pay 
$30 for that registration to buy 5 or 6 tons. They are probably trying to make 
the man pay for some of it. 


By Mr. Sommerville: 


Q. That surely would not apply?—A. I do not know, that is sales I would 
not be interested in; and if anybody asks me about it I would not even give them 
a -price—it makes it prohibitive. 


By the Chairman: 


Q. Let us take 6-8-10; I know nothing about these, I am Just taking the 
price list; the Quebec price is $35.50, and the Ontario price of the same company 
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is $46.85; that is $13.05 higher in Ontario than in the Quebec area?—A. Evi- 
dently that is another ‘special’ because there was only 7 tons sold in all of 


Canada. , , 
@. Yes. Well, we will take another one then—it seems to me they are 


wasting a lot of printer’s ink?—A. They are, that is what I say; this great list 


of brands is part of the cost of doing business. 

Q. Take 4-8-10 again, I say I know nothing about it?—A. 4-8-10 is the 
standard. . 

Q. All right, it is a standard. This $380 in Quebec, and $41.55 in Ontario; 


that is, in Cornwall, for instance, the price would be $30 plus freight from 


Montreal, and in Belleville or Brighton, just west of Kingston, it would be 
$41.55. Now, I submit to you that there must be some explanation of that 
other than what you have given?—A. There is about $8.00 difference. 

Q. There is $11.55 out of which freight would come?—A. Out of which the 
Ontario man has received the service of freight and trucking. 

Q. That is not sufficient, though; there is some other explanation?—A. You 
can’t make it in Ontario at that price. 

Q. Yes. What I am getting at is you, or your association, or these people— 
the C.I.L. or Canada Packers—refuse to sell an individual east of that; he can- 
not go there and pay the cheap price and take it from there west of that line?— 
A. I did not know that. 

Q. We have some evidence before us now that they refuse to sell, and we 
are asking you as head of this Association in Ontario to explain to us why it is 
that a person in your territory cannot go into another part of Ontario and buy 
this product freely and take it home himself if he wished. Surely our people are 
free?—A. I think he could. 

Q. They say they can’t; we have evidence here saying they have been 
refused?—-A. Probably Mr. Grose can give you some evidence on that point, 
I don’t know. I think he could give you some evidence that will refute that. 


By Mr. Ilsley: 

Q. Your territory is not invaded by the Quebec price list, is it?—A. Yes, 
oh yes. 

Q. How far west does it come?—A. I run across it every once in a while, 
they are liable to go out into western Ontario every once in a while, and I run 
across people who are getting the Quebec price—and I know I can’t touch it; if 
anybody wants to, let them go ahead and buy it. 


By Mr. Sommerville: 


@. Why do you say, let them go ahead and buy it, when you know they 
can’t buy it?—A. No, I do not know that. 


By Mr. Young: . 


Q. Do they buy it?—A. I think, if they knew their business, they could 
buy it. I am not going to show them how. 


By Mr. Sommerville: 

Q. You are not?—A, No, I am in the business, I am not going to show 
them how to beat my prices, 

Q. I presume there is a way around?—A. No, not a way around, a direct 
way; but I do not propose to give them a line on it, because we have to sell our 
fertilizer. 

Q. Why should it be necessary for them to get a Quebec list? Why should 
not the man who wishes it be able to send and get a direct list from C.I.L. or 
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Canada Packers, and say ship me five tons of fertilizer on your Quebec list 
f.o.b. Montreal, I will pay freight, here is cash—why should not they be able 
to do that?—-A. They should. | 

Q. They are not able to do that, are they, Mr. Smith?—A. I do not know. 

Q. Is that a fully frank answer, Mr. Smith?—A. Absolutely, I am not 
operating in Quebec, I do not know what they might do there. 

Q. I am not talking about Quebec, but about the territory in which you 
are operating. Do you mean to say that anybody to whom you are offering 
your goods for sale could take that Quebec list and send to Quebec and buy 
all they want in Quebec, and pay the freight from Quebec?—A. I do not know 
whether they could or not. 

Q. Do you know that they cannot, Mr. Smith?—A. No, I do not. 

Q. You do not know that?—A. No, I believe they can. 

Q. Have you ever known it to happen, because we would like to have that 
rare instance established?—-A. I can give you hearsay evidence of such hap- 
penings, I do not know of any definite cases. 

Q. Have you heard of that same price prevailing in Northern Ontario, 
the Quebec price?—A. No. 

Q. Do you ship into Northern Ontario?—A. Some, around Sudbury. 

Q. We have had evidence here that that same Quebec price prevailed in 
shipments to points west of Kapuskasing in Northern Ontario; do you know 
anything about that?—A. I do not, we do not even operate up there—any 
more than that we fill orders that come to us from there—we have some men 
around Sudbury who order each year and we ship them. 

Q. Now then, Mr. Smith, in addition to the minimum price to be charged, 
what else do you agree upon in the association by way of terms or conditions? 
—A. I don’t think there is anything else, except the terms of credit. 

Q. Method of credit, all right, that is important, too. Up to a few years 
ago the agent sold the fertilizer and the company assumed the risk of collecting, 
did they not?—A. Never, in our case. 

Q. Not in your case?—A. Not our firm. 

Q. In the majority of cases that was so, was it not?—A. No, I do not 
think so. | 

@. Was not that the general practice up till the last few years?—A. I do 
ny eons it ever was practised with the C.I.L., the isolated case was Canada 

ackers. 

Q. What change has taken place in the method or manner of establishing 
these credits as a result of the deliberations of your association?—A. No change 
of importance. 

Q. What were your discussions about then?—A. Other than that the date 
of payment, the extended date of payment on tobacco fertilizer which used to 
be December 1st was changed to November 1st, because we found if we waited 
until December many of the tobacco growers who had a crop had the money 
all spent and had nothing for fertilizer. We had to get in early enough to be 
able to get our money when the sale was made. 

Q. Was it in the years 1931 and 1932 that you discovered that?—A. Yes. 

Q. Those were the bad years in the tobacco business?—A. Oh, no, there 
was thousands of dollars from the good years never paid, thousands. 

Q. But a good many thousands from these years 1931 and 1932 were never 
paid?—A. Not with us. We have been on a strictly cash basis for three years. 

Q. You are talking now of the other firms in your association?—A. I can- 
not say anything about these debts so far as any other firm is concerned, 
because that has nothing to do with our association whatever. 
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Q. What did your association agree upon then, apart from this question 
of changing the credit date for tobacco to November 1; what other things did 
they agree upon?—A. I guess that would be all. 


By the Chairman: 


Q. Now, just wait a minute, before we leave this other point. Here is from 
the evidence—I think it is Mr. Grose on Friday, in answer to a question, 
precisely the same kind of a question as I asked you about shipping from 
Quebec, if that were possible. The question was:— 


If they were able to purchase in Eastern Ontario they could buy it 
and ship by local freight, and still get it cheaper than at the list price. 


And the answer was: 


The railway rate from Montreal to Toronto is about 444 cents per 
hundred L.C.L. 


I think that is about $4.80 on a carload lot. Then the question was: 
You have a difference of $18 a ton there and the answer is:— 


Yes, but of course according to arrangements, that would not be 
shipped. 


Now, what we are asking you is, what has your association to do with it. C.I.L. 
and Canada Packers are both members, and have factories in both areas. What 
is the arrangement that prevents a citizen of Western Ontario from buying his 
fertilizer in Eastern Ontario and shipping it to his own place?—A. There is no 
arrangement so far as the association is concerned. I know of nothing to stop it, 
other than the people who are operating there probably don’t want it. If they 
did it would be too bad for me. 


By Mr. Sommerville: 


Q. Will you tell me then why the farmers of Western Ontario are paying 
from $5.00 a ton upwards more for their fertilizer than those of Eastern Ontario? 
—A. They are getting about $8.00 more service. 

Q. Oh, but, this is apart from the service; we have covered that?—A. There 
is not that differential. 

Q. There must be, on your own evidence it would be too bad for you if they 
brought it in at that price?—A. Sure, it would be too bad for them to try to do 
it; that, to try to ship it in to Ontario at those prices. 

Q. Why?—A. Because they would be losing money. 

Q. Because they would be losing money ?—A. Undoubtedly. 

Q. They have offered to sell it, and they are selling it now all over Quebec 
and eastern Ontario at this price f.o.b. Their list price is $25 or $30 as the case 
may be, and it does not make any difference whether the fertilizer goes to 
McKee or Halifax?—A. That is something I cannot answer, for I am not 
manufacturing down there. I don’t know anything about the problems—I 
know something of them, I have a faint idea of their problems, but I do not 
think it would be possible for me to operate down there profitably under the 
scale of prices you have mentioned. 

Q. And did you ever inquire to find out what it was that brought the scale 
of prices down to this level?—A. No. 

Q. Never interested in inquiring?—A. No. 

The CuarrmMan: The thing that puzzles me. Mr. Smith, and I repeat it the 
third time, is this, two of the biggest manufacturers have factories at both 
points, Canada Packers and C.I.L., and yet there is a little difference in their 
prices and they are members of your association; and surely you do not want 
us to believe you have never discussed the question with them? 

The Wirness: Not so far as division points are concerned, never. 


: 
: 
, 
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By Mr. Ilsley: 


Q. Your evidence amounts to this, that their f.o.b. price at Montreal is 
unprofitably low; that is what it means?—A. I am sure it is; I am sure it is. 

Q. In other words—A. I cannot prove that. I cannot get access to their 
records or anything else, but I am perfectly satisfied, from my experience in the 
business, that it would be very unprofitable. I know it is unprofitable in the 
province of Ontario at the price we are operating at. 


By Mr. Sommerville: 


Q. Now Mr. Smith, perhaps you can get us the records to which you are 
referring and the memorandum made at the last meeting. Will you secure 
those from the secretary?—A. I will secure them, get them for you. 

Q. I mean the list prices that were settled upon and the agreements, at that 
time?—A. I do not know that there would be a list price. I do not think there 
would be anything like that settled on. I think it would be a scale of operation 
somewhat similar, possible similar, to what Mr. Grose had there. 

Q. Will you get us the scale that was settled on?—A, Yes. 


By Mr. Ilsley: 


Q. Can you suggest any reasons why these companies would carry on 
business at a loss from Montreal?—A. When you had got your money invested 
in place and somebody else comes in and starts some competition, there is only 
one of two ways to meet it; either meet it or let him have all the business. And 
there are lots of people in this business, the same as in anything else, who 
estimate costs to find out later if their estimate was wrong. 

Q. How long have those Quebec prices been in existence?—A. I would say 
about two years. 


By the Chairman: 


Q. Here is some more evidence of one of the growers who got by the 
barrage and got one order, and he says he bought from a Quebec firm. 

Q. What was the price at which you were buying?—A. Oh, quite 
favourable. I did not think this was coming up, or I would have had 
data on that. 

Q. Was it from the Co-operative Federee of Quebec that you were 
buying?-—A. Yes. 

Q. You say that two or three weeks afterwards they refused to sell? 
On what grounds?—A. I think there was pressure brought to bear, and 
therefore they could not sell in Ontario. 


Here is 2 man who got by—you said you heard of one or two who did—then 
he was stopped by pressure from Ontario?—-A, I think that statement is based 
upon suspicion, not upon fact. 

Q. The fact is clear where the pressure was, in Ontario?—A. I have talked 
with Mr. Grubb to-day, who, I think, handled that deal, or at least had some- 
thing to do with it, or was conversant with it. I think the facts of the case are 
entirely contrary to that evidence there. The man had a quotation weeks and 
weeks in advance. He waited until it was impossible to ship and then asked 
them to ship the goods. 


By Mr. Sommerville: 


Q. No, that was not the case, Mr. Smith. Here was a case where the order 
was accepted and then two weeks later they wrote saying they could not ship?— 


A. I do not know anything about that. 
Q. We had the letter here. 
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By Mr. Senn: er 

Q. Is the Quebec co-operative organization operated by the Department of 
Agriculture, Quebec?—-A. I understand there is a subvention, or something. 

Mr. BouLancer: They get some help from the government. 

The Witness: They get help from the government. 

Mr. Senn: Does the government do anything with the business of the 
organization in any way? 

Mr. BouLanGcerR: No. 


By the Chairman: 
@. Here is a sworn statement, Mr. Senn: 

You have to buy a considerable quantity of fertilizer. What do 
you say is your objection, if you have any, to the present system under 
which you buy fertilizer?—-A. The only difference there is in the fertilizer 
firms this year that I can see at all, is the colour of their price-lists. I 
am a member of the purchase committee of the Northumberland county, 
and at our representative meeting in March we agreed to buy fertilizer 
from a Quebec firm. That was done in our meeting; everything sealed 
up. Two weeks after that, two or three of the committee had to get 
together and do something else, because they were absolutely stopped 
from selling to us. 


A. That is the first intimation I had of it, that evidence here and I do not think 
the evidence is correct. 

Q. These are responsible men, These are the men who bought fertilizer, and 
they make those statements. 


By Mr. Sommerville: 

Q. Now, did you settle upon rules and regulations or instructions to salesmen, 
apart from regulations to agents—A. Yes. 

Q. Will you look at these rules and regulations and see whether that follows 
the general result of your discussion; that is what you agreed upon. I am told 
these are the regulations that were adopted?—-A. They look like them, so far as 
I have gone. 


By Mr. Factor: 
Q. Does it look so unfamiliar to you that you have to read every line of 
it?—A. I would not want to—I did not even see these— 
Q. Have you a copy of them?—A. No; I would not put out one like that. 


By Mr. Sommerville: 
@. At any rate, these look to be like the regulations you agreed upon for 
the salesmen?—A, Yes. 
Q. That was at your meeting when, in the early spring of 1934?—A. No; 
it would be late in the spring, just before the selling season started. 


By Mr. Factor: . 
Q. Meeting of the association?—A Yes. 
Q. Have you the minutes?—A. No; these are the minutes I have not got. 
_ . Those are also minutes you have not got.—A. No; those are the only 
minutes we have not got, for the last meeting, 
Q. Was it at the last meeting that everything was fixed up?—A. Yes, there 
has not been any meeting since. 
By Mr. Sommerville: 
Q. That was in what month, February, March or April?—A. I do not know 
when; I imagine it would be March. 
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By Mr. Isley: 

Q. Who fixed those minimum prices before this year? Did not your associa- 
tion do it?-—A. Never had been operative, no. 

Q. Never had been operative?—A. No, they have been discussed, often. 

Q. You have not been operating upon a minimum price during those few 
years’—A. No, operating on some awful prices, cutthroat business, you can 
imagine. ; 

By Mr. Sommerville: 

Q. At any rate these rules and regulations had been adopted, and then this 
statement appears: 

Agents trade discount or commission will be 5 per cent off the credit 
price of all makes of fertilizer and fertilizer materials; " 


A. Yes. 

Q. Is that right?—A. Right. 

Q. “And an additional 5 per cent or bonus based on the credit list price will 
be paid on all makes of fertilizers, 20 superphosphate.” Is that right?— 
A. “Provided”. I think, provided he maintains the selling schedule. Is not that 
there? 

Q. Yes, there is a proviso. He had been getting for years 10 per cent as 
his commission?—A. No. 

Q. For how long has he been getting 10 per cent?—A. It had been left pretty 
much in his hands, where he could get whatever he could, one per cent, two 
per cent, ten per cent, twenty per cent, and the result was the majority of the 
agents were quitting yearly, because they could not get their goods. A fight 
starts between three or four farmers’ agents. If one can sell for 25 cents a ton, 
the other fellow will come along and sell for 10 cents, and he will do that for one 
year, and then you will need new agents the next year. We have tried to stabilize 
things by allowing a reasonable profit to the local agent which he will develop— 

Q. You do that by giving him 5 per cent for the sale and an additional 5 
per cent to be paid on the first of July, to dealers or agents whose accounts had 
been paid and providing the sales have been made by them at not less than the 
list price, cash or credit.—A. Yes. 

Q. That is right?—A. Yes. 

Q. They only get 5 per cent if their accounts are paid and they have main- 
tained the list price?—A. Yes. 

Q. Where, however, the dealer or agent is paid on credit terms, or 
sent any customers’ goods on credit terms, the bonus shall not be paid 
until full settlement in cash of all such accounts or goods have been made. 

A. Yes. 

Q. In other words, the agent is now carrying the credit, is he not?—A. I 
think he always has. 

Q. He always has? 

The bonus will not be held back on the following: but will be deducted 
from the invoice at the time of the sale. 

Now, let me understand this bonus. If a man sold for cash he would get 10 per 
cent, and he would send you in the full cash price. Suppose it was $46 a ton, he 
would send in the full cash price and then he would be sent back 5 per cent 
of it?—A. No. 

Q. Would he not?—A. No; he would be invoiced with the full price less 5 
per cent. 

Q. He would send in the balance?—A. No. 

Q. He would send in that money in cash?—A. Well, you see, so far as we 
are concerned, we would send a draft attached to the bill of lading or he would 
send the cash before he got the goods. If the price were $40 we would invoice the 
man $40 less 5 per cent, $38, which is the amount he would pay us, and we would 
ship him the goods 
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@. Then you would hold back 5 per cent of his money until the first of 
July?—A. No, that is not his money; it will be when he has earned it. 

Q. He has earned it by paying for it?—A. No, he has not. 

@. He has not earned it?—A. No. 

Q. What has he got to do?—A. We want to maintain some semblance of 
orderly marketing, and if he won’t help us to do it, we won’t bonus him that 
extra five per cent. 

Q. He has got that?—-A. He has only made on an average 5 ac cent in the 
years previous, and he has been lucky to make that. 


Mr. Facror: Who invented the term “orderly marketing’? 


Mr. SomMMERVILLE: Was it not the wheat pool that invented the term ' 


“orderly marketing?” 


By Mr. Sommerville: 

Q. Then, if he pays cash for the order and carries a customer’s account, 
he gets what himself, what additional discount?—A. If he—would not get any- 
thing different. 

Q. Does he not get $2?—A. He would buy at $38 and he would sell at $40. 
I am speaking now, if the price were $40 on the list. 

The CHarrmMAn: How long is that $2 held back? 

The Wirnuss: Until the first of July. 

Mr. Senn: On the spring sales? 

The Wirness: Yes. 


By Mr. Young: 


Q. On what terms is it restored to him; what are the conditions under which 
it is restored?—-A. Provided he has sold it at $40. 


Mr. SOMMERVILLE: Providing his own account has been paid. 


The Witness: This would be his own account. That is a ton of goods he 
got. If we sold him a credit, we would invoice it to him at $40 less 5 per cent. 
If he had not paid $38 by the first of July we would not send him the $2 
because he owed us the $38. 


By Mr. Young: 


Q. If he sold it for $39 you would keep the other $2, would you?—A. Yes, 
absolutely. 

Q. He would be out $3?—-A. If he is satisfied to work for nothing, why, 
all right. We are quite ready to let him do it. 

Q. You take some more money out of him?—A. No, we are simply not 
going to pay him for performing something which he won't perform. 

Q. This other $2 is not for selling the goods, and collecting the mioney, it 
is for maintaining prices?—A. Yes. 


By Mr. Sommerville: 


Q. Now, the bonus, however, will not be held back on the following 
firms, but will be deducted from the invoice at the time of the sale. 
Then follows a list of nine firms. Why are they not held back on these firms 
when they are held back on all the rest of the firms in Ontario?—A. Well, you 
are giving me something now I do not know existed. I did not know anyone had 
any exceptions from that thing at all. 
Q. Just look at your own regulations?—-A. These are not my regulations. 
Q. Well, your own association?—A. No, it is not association regulations. 
Q. Whose are they?—A. I do not know who gets these out. 
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Q. What are the firms on which the bonus will not be held back?—A. It is 
evidently somebody in Toronto who is selling, distributors there. 

Q. Yes. Are there any firms on your orders that the bonus would not be 
held back on?—A. Not that I am aware of. 

Q. These firms are distributors are they not?—A. No, small buyers of 
package goods. 

Q. Do not they sell large quantities?—A. I do not think so. I have 
never run across them anywhere around the country ever selling fertilizer in 
competition with our agents. 

Q. These are the seed men?—A. Yes, but they are selling package fertilizer, 
half pounds, one pound, and five pound cartons. 

Q. They sell 100 pound lots, they are agents?—A. No, no agents at all. 
They are simply buying and selling package goods. 
~ Q. I do not care whether they are selling package goods or carload lots—A. 
We are not dealing in package goods. 

Q. Your firm is not?—A. No. 

Q. But the association firms do some?—A. Some of them. 

Q. This intimates that with respect to all other firms that may be affected, 
the bonus of 5 per cent will be held back to see that they are good boys, but 
with reference to the nine firms the bonus is not to be held back. That is what 
it means, is it not?—-A. I would say yes. 

Q. That is a bonus to them as agents?—A. No, they are not agents. 

Q. I can readily understand it?—-A. No agents, nor do they undertake to 
develop any business at all. They are putting in their windows a certain 
quantity of package goods to sell to the florists and housewife and one thing and 
another like that, and probably Eaton’s may have displayed in their window 
that stock, but they are buying that outright. 

Mr. Epwarps: In bulk? 


The Witness: No, in packages, different cartons for window display, fertabs, 
and one thing and another. 


By Mr. Ilsley: 
Q. They get 10 per cent?—A. Plant packages. C.I.L. 


By Mr. Senn: 


Q. The price at which they sell would be away beyond the bulk price?— 
A. Yes, three times. 

Q. It is not a case of price maintenance at all?—A. No, not price main- 
tenance at all. 


By Mr. Iisley: 


Q. You say the bonus is not held back, but they get 10 per cent discount? 
—A.- They would get 10. 

Q. In addition?—A. Yes, I imagine from that—I did not know that existed 
—I imagine they are dealing with that as package goods, and that is all I can 
think it applies to. 

Q. What is the reason for giving them 10 per cent when the agent only 
gives 5 per cent?—A. They are buying this package goods, small packages 
goods. Instead of it selling at $40 a ton, it probaly sells for $120, if they take 
a ton, but they only want maybe 25 pounds, 5 pound packages or a 10 pound 
package. 


By Mr. Sommerville: 
Q. You do not mean to suggest to this committee that is the way that 
Eaton’s buy anything, 5 pound package?—-A. Maybe not; pretty nearly on that 
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basis, but I think I would be safe in saying they would not run over just the 
odd ton, certainly not in carload lots. 

Q. You know this, Mr. Smith, they would not let you keep back their 
bonus until the first of July and therefore they are excepted from the list; is 
not that a fact?—A. No; if we were doing business with them, they would 
do it my way, or they would not do it at all. | 

Q. You are not doing business with them?—A. No, and never tried to. | 

Q. Then is there any connection between American firms that supply 
materials going into fertilizers and the Canadian firms?—A. No, I don’t think | 
there is, other than that American agricultural—or at least, that Agricultural - 
Chemicals, Limited. That is a subsidiary of an American company—no, , 
American Agricultural Chemicals. It has probably thirty or forty or fifty 
plants in the United States. 

Q. Are there any other subsidiaries in this country of American fertilizer 
companies?—A. I don’t think so; not that I know of. 

Q. Are there any companies in this country that are owned or controlled, 
or partly so, by any of. the American firms, that you are aware of ?—A. No, l 
don’t think so. 

Q. Do you know of any arrangements made by your association with any 
of the American manufacturers of fertilizer materials not to sell to any but 
mixing firms in Canada?—A. No. Such arrangement never exists. 

Q. Is there any co-operation of any kind between your association and 
the American firms?—A. No. 

Q. Or with any firms?—A. No. 

Q. What is meant by this minute of the formal meeting of your association 
on the 24th of November last, over which you presided, and introduced Mr. 
W. D. Huntingdon of the American Cyanamid Company, who outlined their 
plans of closer co-operation with the industry for the coming spring season? 
What was the closer co-operation outlined?—A. I have never seen any of it. 

Q. Well, what did he outline?—A. He didn’t outline anything other than 
that he was—they have always been selling us cyanamid from a manufacturing 
standpoint. They are also manufacturers of ammophos, a combination of 
ammonia and phosphates. 

Q. What was meant by this, outlining their plans of closer co-operation? 
Did that mean, Mr. Smith, that the Cyanamid Company agreed not to sell to 
firms outside of your association?—A. No. 

Q. Was there any suggestion or discussion of that?—A. Not that I ever 
heard, at any time. 

Q. Was there any request of any kind to that effect?—A. Not by the associa- 
tion. 

Q. Or any members of the association, that you are aware of? 
may have been from members, I don’t know. 


A. There 


By Mr. Ilsley: 

Q. Were you present when that gentleman was there?—A. Yes; so was Dr. 
Christie and so was the deputy minister. 

Mr. SoMMERVILLE: No, I don’t see them here. They attended the luncheon 
later, but they were not in on this. 

The Wirness: Well, may be I am mixed. 

Mr. SoMMERVILLE: When you adjourned for luncheon from your session, 
they came in; but the only business of the morning, according to this minute 
of the meeting which was called to order at 10 o’clock, was the “Chairman, A. L. 
Smith, introduced Mr. W. D. Huntington of the American Cyanamid Company, 
who outlined their plans of closer co-operation with the industry for the coming 
spring season. General discussion followed.” Then, “on the suggestion of the 
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Chairman, Mr. Huntington outlined at length the operations of the N.R.A. and 
the Fertilizer Code as it affected the industry. General discussion followed, 
after which the meeting adjourned for luncheon at the King Edward hotel,” and 
that is when a number of people came in. 


By Mr. Isley: 

Q. Were you discussing a code for Canada then?—A. No. 

Q. What were his plans for co-operation? You must have some recollection 
of his speech? He was making a speech on plans for co-operation?—A. Frankly, 
I don’t recall anything. I didn’t even know that was in the minutes. I don’t 
recall one thing of any closer co-operation ever being discussed. 


By Mr. Sommerville: 

Q. It might just as well have been left out of the minutes, as far as you are 
concerned?—A. It might just as well. I certainly do remember him talking about 
the code, because he gave us an hour’s talk on that. 

Mr. Kennepy (Peace River): How long did the meeting last? 


Mr. SomMrERVILLE: The meeting lasted from 10 until the adjournment for 
lunch, whenever that was. 


By Mr. Factor: 
és You don’t remember anything that was said about closer co-operation? 
—A. No. 
Q. You don’t remember anything?—A. I am sure there was not any dis- 
cussion like that. 
Mr. Factor: The minutes say so. 
Mr. SommervituE: And these minutes are signed by you. 


By Mr. Ilsley: 


Q. What interest had his talk about codes for your association? —A. We 
were very closely associated in the results obtaining from any codes in the United 
States as well as in Canada. We are very closely, not allied with them, but 
affected by anything that affects them. If the price of some of these materials 
which we purchase in the United States were to be affected to the extent of $3 
or $4 or $5 a ton, we would be immediately affected, because we have got to 
purchase them. And what I drew from his talk was that we could look for 
higher prices if the code got into operation over there. 


By Mr. Sommerville: 


Q. You remember that?—A. That is about the N.R.A. 

Q. But I would like to know if you can tell us what closer co-operation he 
proposed for the coming spring season?—A. No. You have got me floored there. 
I have not got the slightest recollection of anything like that. 


Mr. Facror: It is rather peculiar. 


By Mr. Ilsley: 

Q. There was a gentleman here—I think it was the last witness—who talked 
about nitrate of soda selling for $50 by somebody, and being purchasable for 
$41 from somebody else. Did that have any relation to the co-operation at all? 
A. No. They are not handling any of that, the Cyanamid Company. They 
are manufacturing cyanamid, which is a nitrogen carrier; but it is not nitrate 
of soda. There is nothing in common between the two, other than that they 
would both be used to derive nitrogen in a mixture. 
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By Mr. Young: 


Q. You get your raw material from Montreal, do you?—A. No. Sometimes 
it comes through New York, sometimes from Baltimore. | 

Q. When it comes from New York, how do you get it? By what?—A. From 
New York we used to bring it up through the Erie barge canal. Of course we 
would have to consider some other source to-day, because we could not unload 
a barge at our plant. 

Q. Generally you get it from Montreal?—A. No. We have brought most 
of it up through Baltimore and New York in the years gone by. 

Q. By the barge canal?—A. Yes, the barge canal and rail. | 

Q. But you say you can’t do it any more; you bring it by rail now?— 
A. Yes, by rail. We brought it by rail the last couple of vears. 

Q. What I want to get is this: In bringing it from Montreal by rail or 
from New York by rail, there is a carload rate from the shipping point to, we 
will say, Toronto. You have a factory located in Toronto?—A., No, at. Welland 
ours is. 

Q. We will take it at Welland, then. Then there will be another carload 
rate from Welland to, we will say, Palmerston, where you are going to unload?— 
A. Yes. 

Q. Is there not a through carload rate from the shipping point to Pal- 
merston, the ultimate destination?—-A. Yes, but you would not ship that product 
in that way. 

Q. What I want to get is this: Will the sum of the two separate rates be 
greater than the through rate from New York to, we will say, Palmerston?— 
A. Oh, yes. 

Q. It will be greater?—A. Yes. 

Q. Then the fact that you have stopped that on the way to mix it will 
necessitate a higher freight rate, will it not?—-A. Yes, surely. 

Q. Does it not follow that your factory is located in the wrong place?— 
A. Well, every place would be wrong on that basis, unless all buyers lived in 
the one point. We have got to meet all these people who are spread out. over 
the province of Ontario. I think we are geographically well located. 

Q. Would that give the factory located at Montreal the mixing plant there, 
an advantage over your plant?—A. Yes. 

Q. They have an advantage?—A. Oh, yes. 

Q. In location?—-A. Yes, undoubtedly. 


By Mr. Sommerville: 


Q. Now, I observe that in your meeting of June 15, 1933, held in the Royal 
Connaught hotel, a question of brands for fall was brought up for discussion, 
and the following were approved: 


a ae | 2—12--6 
O7212-10 2—16—6 
O19 416 3—10—5 
O46 ey ee 


A. Yes. . 

Q. According to these minutes?—A. Yes. 

Q. Then, what minimum price did you set on those brands at that time?— 
A. When was that? 

Q. June 15, 1933?—A. I don’t know whether I have a record of that or not. 

Q. Here it is here?—-A. It would be worked out on that scale that you have, 
or a similar scale to that. : 

Q. It would be worked out on a scale similar to that?—A. Yes. 

@. And the price would be agreed upon for these eight brands?—A. Yes. 
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Ri By Mr. Senn: 


Q. As the minimum price?—A. As the minimum price. 


By Mr. Sommerville: 
‘2Q. There is no reference to that here; there is no minimum price on the 
minutes?—A. No, it would not be necessary. 

® Q. That would be understood?—A. No, it would be worked out. Each 
one would work out the amount under the scale. You work that out, and that 
is your minimum price. 

Q. You get a scale?—A. Yes. 

Q. Who supplies the scale?—A. Well, we have decided on that after figuring 
and working it out. 

Q. When you mention “we”, who do you mean?—A, All of us together. 

Q. You mean the association?—A. The association, surely, 

Mr. Instey: When was that?—A. That is an important date, 1t seems to 
me, 

Mr. SoMMERVILLE: June, 1933, was when they settled on the prices for these 
brands. 

By Mr. Ilsley: 

Q. You just told me that you didn’t have any minimum prices until this year, 
until 1934. Did you misunderstand my question?—A. That is 1934 he is work- 
ing on there. 

Mr. SoMMERVILLE: No. 
Mr. Insutey: No, that is 1933. 
Mr. SomMMERVILLE: That was June, 1933. 


The Witness: I don’t know about that. I don’t think there was any price 
at that time. 


By Mr. Sommerville: 


Q. Were there not any prices agreed upon last year?’—A. I don’t think so. 
Q. Are you sure, Mr. Smith?—A. Yes. I know there were none maintained. 
Q. I don’t care whether they were maintained or not?—-A. I know that. 

Q. But were they not agreed upon at the time when these brands were 
agreed upon?—A. No, that had nothing to do with the prices at all, as far as 
that is concerned. It is on the recommendation from the O.A.C. as to what the 
bran@ should be for that fall. 

Q. When was that scale worked out?—A. I think it would be March. 

Q. Of 19384?—A. Yes. 


By Mr. Sommerville: 


Q. So that then you say this is the first year upon which you have had any 
minimum prices fixed?—A. No. We have had understandings previous to this, 
but they have never been very satisfactorily maintained. 

Q. The difference between what happened before and now is that they are 
being maintained this yvear?—-A. Well, from the evidence you are giving me 
now, I am beginning to think they are not. 

Q. But you thought they were?—A. I thought they were. 


By Mr. Isley: 


Q. When did the understanding start? When was the first one?—A. I think 
it was March of this year. Now, I think we may have discussed it after the fall. 
Q. Mr. Smith, I have difficulty in getting you to stick to one thing. First 
you said there were no minimum prices set until 1934. Then, in answer to 


he Sommerville, you said in June, 1933, there were minimum prices set?—- 
. No. 
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Q. You changed that later?—A. No. 

Q. You changed that and said there were not, and you said just now that 
there were understandings from time to time but they were not satisfactorily 
maintained. I say when was the first understanding of minimum prices?— 
A. Probably two years ago. 

Mr. SoMMeErvILLE: For the spring of 1932? 

The Witness: I think that would be the first, yes. 


By Mr. Isley: 

Q@. You are quite sure that is the first?—A. No, I am net sure. 

Q. It may have been before that?—A. It may have been 1931. 

Q. It would not be at the beginning of your association?—A. Oh, no; no, no. 

Q. It would be later than 1929?—A. It would be two years after we were 
operating. 

Q. It would be 1931 at the earliest?—A. It. was, offhand, 1932. 

Q. Now, may I call your attention to the fact that from 1931 until now 
there appears to be no record in the minutes of any understanding about prices, 
although there must have been one for each year of two or three years. 

Mr. Kennepy (Winnipeg): Is it customary to put things like that in 
minutes? 

Mr. Iustey: That is what I want to get at. Is there some reason for keep- 
ing this understanding about prices out of the minutes and out of existence so 
far as records are concerned? 


The Wirness: There naturally would be, I would imagine. 


Mr. Ilsley: 


@. You mean you would not want to make any record of that sort of thing? 
—A. I know I tore my records up when I was through with them. 

Q. I wonder if the others did the same; if they tore their records up?— 
A. No, Mr. Sommerville has copies there. I work on a different scale than 
anyone else. So I could easily tear mine up and be through with it. 

Q. Is there any reason for secrecy between the fertilizer companies fixing 
minimum prices for this territory—A. Any more than there would be secrecy 
for ordinary business dealings that you would not publish to the country at 
large, certainly. 

@. You would not publish to the country at large that you have this agree- 
ment between each other about fixing of minimum prices?—A. I think that 
has been known since this existed. 

Q. It was from 1931 or 19832?—A. 1932, I think. 


By Mr. Edwards: 


@. You would not broadcast that you had minimum prices?—A. No, that. 
would not be business. 


By Mr. Factor: 


Q. You association was formed on the 8rd of January, 19292?—A. 1929, 
ves. 

@. And was there no minimum price fixed when your organization was 
formed?—-A. No. It was two or three years after that before there was any 
thought or discussion of it. 

Q. What was the object of forming the association?—A. Just what it says 
in there. 

Q. I mean outside of this, I mean the real purpose of the association? — 
A. The real purpose was there in the minutes of the first meeting. 
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Mr. SOMMERVILLE: Just to get together like good fellows. 


The Witness: Dr. Christie had asked us to do something. We could ara 
operate with him unless we had some semblance of an association. 


By Mr. Kennedy (Peace River): 

Q. Why would not you advertise that you agreed on a minimum price? 
Would it not all come out anyway in the price lists? We had a farmer here 
the other day who said that the only difference in the price lists was the colour 
of the paper?—A. He was a little wrong in that. 

Mr. SomMMERVILLE: He had not seen your price list. 

The Witness: No, evidently. 

Mr. SoMMERVILLE: He had only seen all the rest of them. 


The CuHarrman: It does not alter the very difficult and stubborn fact. 
that the growers seem to be the victims of higher prices west of the deadline, 
at, Kingston than east of that line. There seems to be no explanation of that; 
no satisfactory explanation. And the impression the growers give to the com-: 
mittee is that they are unfairly penalized. They think the prices they are 
compelled to pay are too high. Of course, that is a thing which this committee 
is concerned with: if the grower in regard to fertilizer and other things that he 
uses is a victim of understandings and controls that are not fair and open and 
frank, this committee has got to take cognizance of it; and I think the com- 
mittee will agree with me that there has been no satisfactory explanation of 
the growers’ complaints in this regard. 

The Witness: I thought I had explained practically anat difference. 

The CuarrmMan: No. The only answer you gave, I submit, Mr. Smith, 
in all fairness, was that you certainly did not want to produce fertilizer at the 
price it was sold at in Quebec? : 

‘The Witness: No. It could not be done. 


The CuHarrMAN: Now, that answer does not appeal to me, and I question 
if it appeals to my colleagues: because we know that at least two very. out-. 
standing, shrewd, competent firms are producing it and selling it, and we 
certainly know that Canadian Packers and C.LL. are not in ‘the business for 
their health. 

The Witness: I agree with you there, but I think I can nerf Evin kis 
say that the losses incurred in doing that are enormous. . 

The CuHairMAN: Show me some of their losses; give us some eu Nagack 

The Wirness: I will give you evidence on our own lack of profits in 
Ontario at the higher price. 

The CHaiRMAN: We will listen to that. I do not want to shut you off; 
but that is not an answer. 

The Wirness: I cannot give you an answer on others, but I am n- perfectly 
sure from this that if I had to take those prices the picture ot be so bad 
that we would not long exist. We could not. 


Mr. SomMMeERVILLE: Perhaps you could do this for the cdrishtithase file with 
the committee the breakdown of the costs showing the spreads between prices: 
paid for the commodities and the price at which the commodity is sold? | 

The Witness: That is the only cost book we have ever had for all the 
years. I do not want to leave it with you. 


By the Chairman: 


Q. Did I understand you to make this statement: We will take one of your 
own members because you must be familiar with them. We will take the Can- 
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adian Packers that sell in Ontario at a certain price and in Quebec at a certain 
price. You declare the Quebec price is such that it would be destructive of the 
business?—A. Yes. 

Q. Now, you say that the Canadian Packers are deliberately slashing their 
prices in Quebec below the cost?—A. They must be doing it. I know they are 
doing it. 

Q. Your opinion is that they are cutting the prices below the point of cost? 
—A. No. They are meeting the competition of a concern that came over here 
from Holland and put up a plant down at St. John or Levis or some place below 
Montreal with the idea that they could do this business at a certain price. They 
undertook to do it. They are meeting that competition, I believe. I am not 
operating there. I do not know exactly what they are up against, but I believe 
that is where it started. Now, there is a certain amount of pride in certain 
manufacturers that do not want to be beaten by the other fellow and let the 
public know it. They will go on and operate it; and I am frank in stating—l 
have it on the authority of Mr. McLean himself—that they are losing money and 
losing it fast. 


By Mr. Kennedy (Peace River): 
Q. Who is this firm from Holland?—A. What do they call themselves; I 
think it is the International. 


By Mr. Sommerville: 
Q. International Fertilizers, Limited, at St. John, New Brunswick.—A. Yes. 


By Mr. Young: 
Q. Are they still operating?—A. Yes. 
Q. And making a success of it?—A. I wouldn’t think so. 


By Mr. Senn: 

Q. What is to hinder them sending their goods into the west?—A. Nothing 
in the world; I don’t even know them; I simply know them by reputation. 

Q. If they are competing in Quebec why are they not competing with you 
here?—A. I think they have all they can do to handle down there. I would 
imagine it looks to me like a little scrap on in Quebec. 

Mr. Bet: I think they are working in connection with the Quebec organ- 
ization; there are three or four new plants started down there and the Inter- 
tional is one of them, and my belief is that they are working in conjunction 
with the Quebec institutions. 

The Witness: I do not know; I am not conversant with it. 

Mr. Youne: Are they only operating in Quebec? 

Mr. Bet: I think they have a branch in Quebec. 

Mr. Youna: Apparently they are making a success of it. 


By Mr. Sommerville: 


Q. This is the break-down of your cost?—A. This can only be our estimated 
costs. We can never know what it costs us to-day until it is completed. That 
would be our estimated cost at the start of 1934. We won’t know till we get to 
the end of our fiscal year, September 30th, how our estimate works out. But 
unfortunately we have too many times found that the estimate was wrong in 
that we did not take cognizance of some things. 

Q. I would prefer that you take your own cost book, Mr. Smith, and submit 
to the committee the costs of your various mixed fertilizer and how you have 
made them up.—A. I suppose in doing that there is no chance at all of my 
giving away any secrets of the trade elsewhere. 


PRICE SPREADS AND MASS BUYING 2097 


Q. There is no desire to do anything like that, Mr. Smith —A. The formula 
for fertilizer is not the same with all of us; we have an entirely different formula 
than someone else arriving at the same thing. 

The CuatrMAN: We have to respect that request, because we cannot con- 
sider giving away one man’s formula to any of his competitors. 

Mr. SoMMERVILLE: Under no circumstances. 


By Mr. Kennedy (Winnipeg) : 

Q. That is a break-down of your cost for 1934, but you could give us the 
exact cost for 1933?—-A. Yes. This is the figure of 1933 costs, estimated, if we 
can maintain that same ratio for 1934, and we arrive at a price on that taking 
the average of the last few years. 

Q. Yes, I understand that, but these are estimated costs for 1934. How- 
ever, you can give us your exact costs for 1933?—A. That would look very 
much worse because the tonnage was down in 1933; this is better. 

Q. I know, but supposing we get 1933, whether they are good or bad?—A. 
Yes, that is what this would be. This 1934 would be the actual cost of 
materials that enter into these goods. 

Q. But it is an estimate for 1934?—A. Yes it is. We never will know 
what 1934 is until it is completed, but this is based on 1933. 

Q. Yes, you have told me that three times, and I heard it the first time. 
Let us leave 1934 for a minute. You can give us a statement of what your 
actual costs were for 1933?—A. Yes. 

Q. Well, let us have that too?—A. Surely. 

Q. And your price list and selling price for 19383 and 1934?—A. Yes. 


By Mr. Kennedy (Peace River): 
Q. I understand you are charging from $1.50 to $2 a ton more for your 
fertilizer than some other firms?—A. Yes. 
Q. For a fertilizer of the same formula?—A. No, no. 
Q. A different formula?—A. Yes. 


The Cuatrman: His is the best on the market, of course. 


By Mr. Kennedy (Peace River): 

Q. I thought you were manufacturing to a certain standard?—A. Well, there 
is a difference, and if it would not tire you any I would like you to read that, 
without publishing any names. You have heard that man here I think, and 
you have absolute confidence in him. He is the biggest buyer of fertilizer in 
Canada. 

Mr. Sommervitte: This is a letter of recommendation from a man who has 
been buying fertilizer. 

The Wirness: He could save $10,000 a year and buy his materials to make 
his fertilizer if the figures that have been submitted to you are correct. 


By Mr. Kennedy (Peace River): 

Q. Is your firm an Old Country concern?—A. We are originally an Old 
Country concern, Alexander Cross & Sons, of Glasgow, Scotland. Each organi- 
zation is formed separately. Our parent people have been in the business for 
probably three or four generations. 


By Mr. Sommerville: 

Q. Perhaps you could tell us this, Mr. Smith, before you leave: Do any of 
the fertilizer people take crops of fruits or vegetables in payment of their fertili- 
zers sold to the farmers?—A. I never heard of it until I heard it in the evidence 
the other day. 
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Q. All right?—A. I had made some notes if I can find them. I think I 


would like to answer some statements that were made. 
The CHAIRMAN: All right, Mr. Smith. 
The Witness: There was a statement made that there was a black list. 


By Mr. Sommerville: 
Q. Yes, a statement was made that a black list was in existence?—A. Such 
a thing has never even been discussed at any meeting. 


By Mr. Young: 
Q. A meeting of the association—A. That is, a black list such as is men- 
tioned in that, but we do take information regarding the men-who, by experience, 
have been proven dead beats or as near to it as they can be. 


By Mr. Sommerville: 
Q. You exchange credit information?—A. Yes. 
The CuHaiRMAN: A sort of dark grey list? 
The Wirnsss: It is a red list with us. 


The CuHatrMAN: It is an exchange of information. I do not see any objec- 
tion to that. 


By the Chairman: 


Q. Is there anything else, Mr. Smith?—A. Yes. Would you care to have 
some figures regarding our financial set-up I am speaking of our company now. 

Q. All right?—A. We have an authorized capital of $500,000 paid up 
$160,000 actually. Originally it was $200,000; we reduced it to $160,000. We 
have operated since 1922 successfully right down to the present date. In the 
year of 1922 there was no profit, no loss, but there was enough operating profit 
for $4,835 for depreciation. 

Q. What year?—A. 1922. And 1923 no profit, nothing for depreciation, but 
a loss of $5,724; 1924 the same thing, nothing to provide for depreciation, a 
loss of $5,922. The next year 1925, just enough to write off $1,300 of depre- 
ciation. We took no profit at all. Otherwise, if you had that plant costing 
over $100,000 rented you would have got $1,300 rent for it that year. Then 
there are a few years—5 years—in which we made a little profit, enough to 
take care of depreciation and a profit to reserve. w 


By Mr. Kennedy (Winnipeg): 


@. That is, of course, a profit. over all salaries?—A. Oh, yes. I will speak 
on the salaries afterwards. If we had to depend on salaries we could not live. 


By the Chairman: 


Q. All right, Mr. Smith?—A. We made a profit in the years 1926, 1927, 


1928, 1929 and 1930, and understand in the year when we were making a 
profit and paying dividends was when this association was formed; there was 
no occasion for trying to get more money; we were making a fair thing at 
that time. In fact, we paid three dividends of 8 per cent. Since 1930 we 
have continuously shown losses. We have provided nothing for depreciation; 
we have shown a loss of nearly $10,000 in that period. If we were to take 
into consideration when we were writing that balance sheet, the list of accounts 
receivable as 100 cents on the dollar it might be a different story. I am not 
showing you any names but I am showing you this list and there are 23 pages 
of accounts receivable in fertilizer in the province of Ontario contracted prior 
to us going on a cash basis three years ago. 
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By Mr. Sommerville: 

Q. That would indicate the farmers are in rather a bad way.—A. They 
were when they were making lots of money. They contracted these accounts 
in the years when they were selling 50 cent tobacco, a dollar and a dollar and 
a half wheat. 


By Mr. Young: 


Q. Did you sell any of that to wheat growers?—A. Oh yes. I think that 
, greatest portion of the trouble is that the farmer is just now learning how 
to live. 

By Mr. Sommerville: 


Q. What do you mean?—A. Within his means. For two or three years he 
continued to live on a high standard of living when he was not able to meet 
his expenditures. 

By Mr. Senn: 


Q. Would you care to give us the information about your salaries?—A. 
Yes, I will give you the total of the salaries in our organization. 


By the Chairman: 

Q. Tell us what the executive salaries are, how it relates to your expen- 
ditures—A. In percentage? 

Q. Yes—A. I would have to figure that. You mean executive? 

Q. Yes——A. Well, I am the only executive so I would have to tell you my 
salary, just myself and two girls in the office; the rest are salesmen out on 
the road. 

The CHAIRMAN: Very well. 

Mr. SomMERVILLE: That is not necessary. 


By Mr. Kennedy (Winnipeg) : 

Q. That long list of accounts receivable that you have not succeeded in 
collecting, were they incurred by the supersalesmanship of the salesmen or were 
the farmers anxious to buy?—A. They were probably as anxious to buy as 
we were to sell at that time. 

Q. Have you endeavoured to collect those accounts?—A. Yes, we have 
endeavoured to collect them. 

Q. Well, are these farmers all judgment proof?—A. In a great. many cases, 
yes absolutely; if they have a loan from the Agriculture Development Board 
they are unapproachable by anyone at this time. 

Q. Because that loan comes first?—A. That loan, of course, only gets the 
same security as any other mortgage until there is something past due. 
Immediately then they take a chattel mortgage on everything he has including 
the crop, growing crops and everything, to cover the full amount of the 
mortgage, and then they sit there and carry him for two or three years without 
him paying one cent of interest or taxes. 

Q. Then we may take it that that long list of 23 pages of farmer debtors 
or organizations are practically all execution proof?—A. Most of them are. 


By Mr. Sommerville: 

Q. You cannot collect them?—A. Well, I believe many will in time be 
collected. We have not written them off yet and we are not going to write 
them off, but if a man has abandoned his farm and has gone we write it off 
as a bad debt. 


By Mr. Kennedy (Winnipeg): 
Q. That would certainly show that the farmers generally are in a pretty 
bad condition?—A. Yes. 
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By Mr. Kennedy (Peace River): 

Q. The statement was made that they were living beyond their means.— 
A. When those debts were incurred they were. 

Q. That was during the years 1925 to 1930?—A. Yes. 

Q@. And then you went on a cash basis?—A. Yes. 

Q. And you are doing better?—A. We have incurred no more bad debts. 

Q. Have your sales been curtailed any?—A. Our business this year will 
be 25 per cent above last year, and last year showed quite an increase over the 
previous year showing that there must be some improvement in agriculture, or 
at, least we are picking the good ones, I don’t know which it is. 


Mr. Kennepy: Perhaps they found you easier to stand off before. 


By Mr. Sommerville: 

Q. The agent is taking the chance; that is what you are talking about?— 
A. No, there is no agent of ours ever taking any chance, I don’t think. 

Q. Does he get an additional amount if they pay cash?—A. The man who 
gets the fertilizer has to pay cash. We will ship our agent a car of goods with 
a draft attached to the bill of lading. If he has not the money he goes to the 
bank and the bank will advance him the money with which to lift the draft. He 
collects from the man when he comes to the car for the goods. 


By Mr. Kennedy (Peace River): 
Q. Your statement about $2 wheat might require a little qualification. 
Not every farmer got $2 for his wheat?—A. I said $1.50 wheat. 
Q. Not every farmer gets it, even if wheat is $1.50 a great many of them 
don’t get it—they have crop failures even with fertilizer?—A. That might be, too. 


i By Mr. Sommerville: 

Q. Can you tell us the amount that these accounts represented?—A. I could 
not tell you, I could only give you an estimate on that because you cannot 
total up the particular list, there are so many of those who have reported—we 
report to a central agency, my list goes in there, and somebody else’s list goes in, 
and it is combined into one list and sent out to each one of us. Some of them 
have reported, from $50 and over, and I know of one instance where it was 
$1,000 instead of $50. But estimating I would say it was about $500,000. 


By Mr. Young: 
Q. What percentage would that be of the total sales?—A. About 50 per 
cent of one year’s sales. 
Q. Do you mean to say that— 


The CuHarrMan: No, no, this is accumulative. 


The Witness: This is the accumulation of two or three years—possibly 3 
years’ accumulation. 


By Mr. Young: 
Q. In a good year what percentage of your sales were not collected?— 
A. About 50 per cent were taking credit, and about 50 per cent were taking 
advantage of the cash discount. 
By Mr. Kennedy (Winnipeg) : 
Q. What amount not collectable?—A. I don’t know, we tried to collect the 
following year, and the year after that. 
By Mr. Kennedy (Peace River): 


Q. What percentage of the value of your business do these uncollected 
accounts represent?—A. That is not ours. I could tell you ours. 
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Q. That is not yours?—A. That is all the fertilizer business in the 


association. 
Q. How much do these uncollected claims represent?—A. About half a 


million dollars. 

Q. It seems to me rather a strange thing, you can give that information 
so accurately, but when it comes to any question relating to this misunderstand- 
ing, you don’t remember a thing. It seems to me you have the poorest memory 
for a Scotchman that I ever heard tell off—A. I am not a Scotchman, don’t 
accuse me of that; I am a Canadian. 

Q. For a business man of any kind you have a mighty poor memory. 

The CuairMan: Is that all, gentlemen. 

All right, Mr. Smith, let’s get along. 

The Witness was discharged. 


The CuarrMan: The committee will stand adjourned until 10.30 o’clock in 
the morning. | 

Mr. Instey: What is on in the morning? 

The CHAIRMAN: One more witness on this, and then we are going into 
rubber. 


The Committee adjourned at 5.40 p.m. to meet again on Tuesday, May 22, 
1934 at 10.30 a.m. 
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Houser or Commons, Room 368, 
May 22, 1934. 


The special committee appointed to inquire into price spreads and mass 
buying met at 10.30 a.m., the Hon. H. H. Stevens presiding. 


Mr. Norman Sommerville, K.C., of Toronto, appeared as counsel for the 
committee. 


The CHARMAN: Order, gentlemen. The minutes of yesterday’s morning 
and afternoon sessions indicate the witnesses that were heard and certain exhibits 
filed. I will declare the minutes approved. 


Mr. SomMERVILLE: I think the Canadian Industries, Limited, desire to be 
heard with reference to the question of fertilizer raised by the growers. Mr. 
Grubb. 


The CHAIRMAN: To-day we were to have started hearing some of the rubber 
industry. These people not having finished, we will finish with Mr. Grubb this 
morning. I would like to suggest that the witnesses might help us a little more 
than we were helped yesterday by witnesess, by giving us rather prompt and 
frank answers. It was a little annoying, sometimes, when a witness would keep 
us sitting here while he was digging for information which could very easily 
be given. So if the witness will co-operate, it will be helpful. 


REGINALD GrubBB, called and sworn. 


By Mr. Sommerville: 
Q. On Friday and yesterday you heard statements made by the growers 
and some fertilizer men. We would like to have some information from you, 
Mr. Grubb, with reference to this subject matter, First of all, your company 
is Canadian Industries, Limited?—A. Yes. 

Q. Where are your plants located?—A. We have plants at Hamilton, 
Ontario, Beloeil, Quebec. 

Q. One at Hamilton, Ontario, and one at Beloeil, Quebec?—A. Yes. 

Q. Yes?—A. Halifax, Nova Scotia, and New Westminster, British Columbia. 

Q. And at all of these plants, do you manufacture fertilizer?—A. Yes, we do. 

Q. And at all of these plants do you mix fertilizer?—A. We do, yes. 

Q. To all of these plants you bring in some of the ingredients of the 
fertilizer?—A. We do, yes. 

Q. And in some of these plants you manufacture some of the fertilizer which 
is used by you?—A. At all of the plants we make mixed fertilizer. It is a 
case of mixing. : 

Q. Mixing?—A. Yes; and at two of our plants we make superphosphate, 
which we consider a manufactured fertilizer. 

Q. Superphosphate?—A. Yes. 

Q. That is made at Hamilton and at Beloeil?—A,. Right. 

Q. And superphosphate is made from the use of sulphuric acid with what 
other constituent?—-A. Phosphate rock. 

Q. With phosphate rock?—A. Yes. 

Q. And you have large quantities of sulphuric acid at both of these plants, 
Hamilton and Beloeil?—A. That is not quite correct. 
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Q. Is it not?—A. No. 

Q. At Hamilton, then, you have large quantities?7—A. At Hamilton we 
manufacture sulphuric acid. ; 

Q. And I understand that in the process of manufacturing sulphuric acid 
you must practically continue your plant’s operations continuously?—A. That 
is a 24-hour operation. 

Q. And it is a year-round operation?—A. If possible. 

Q. What I mean is that a sulphuric acid plant is, in a sense, not unlike 
a battery; when you set it up and let it lie idle it deteriorates very rapidly, 
does it not?—A. Sulphuric acid would. 

Q. The plant, I mean, that manufactures it?—A. It would. 

Q. So that for the most effective and efficient manufacture of sulphuric 
acid, it is desirable to keep your plant going continuously on a 24-hour basis 
and for as many days of the year as possible?—A. That is correct. 

Q. I presume with that being so, you have a very large production of 
sulphuric acid?—A. In that connection, at Hamilton the fertilizer division does 
not use all of the output of the plant. Our plant there is operated by our heavy 
chemical division. We get what we require. At Beloeil— By the way, in 
connection with your request, Mr. Stevens, that we rather get along with the 
job, I don’t want to alter the general proceedings of these meetings, but I have 
made quite a few notes here, and I really think we would get along faster with 
the job if I explained the mooted points, and then let you question me. I am 
quite willing to go either way. 

Q. I am quite prepared to come to that, but I want to clear up this question 
of superphosphates which appear to be such a large factor in fertilizers?—-A. O.K. 


By the C hairman 4 


Q. You just finished part of an answer?—A. Yes. 

Q. You said something about Beloeil, or you were starting to say something 
about Beloeil. Will you finish that sentence?—-A. At Beloeil our plant is prim- 
arily explosives, for the manufacture of explosives. We have, as a by-product, 
sulphuric acid. At one time, we didn’t have that as a by-product, because we 
were making all our nitric acid from the weak sulphuric acid. We now make 
it from the air. So when we had an excess of weak sulphuric acid at Beloeil we 
looked around for some use for it, and we decided to manufacture superphosphate. 
So that at Beloeil we have a certain tonnage of weak sulphuric acid at an 
extremely favourable price to the fertilizer division. We take it from the 
explosive division at their actual handling cost, which I may say is under $2 per 
ton. I will be glad to give the committee the exact figure. 

Q. That is sulphuric acid; you take it at under $2 a ton?—A. Yes. If I may 
go a little further on this, I think I can possibly clear up a point. I don’t want 
to be too windy, but I do believe if we throw the cards on the table, gentlemen, 
face up, we will get along better. 3 


The Cuarrman: It will be a new experience for us. 


; ee Witness: I will be delighted to do it, Mr. Stevens. We have nothing 
o hide. 3 


By Mr. Sommerville: 


Q. All right, Mr. Grubb?—A. The Canadian Industries, Limited, went into 
the fertilizer business in Eastern Canada entirely on account of this weak sul- 
phuric acid we had at Beloeil. 

Q. Which was a by-product?—A. Yes, which was a by-product. We are 
not allowed to throw it in the river, because it will kill the fish. There was no 
market for it. It was so weak we would have to build a plant to handle it. We 
had it on our hands. 
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Q. Incidentally there was that same situation at Hamilton; you had an 
excess over your ordinary chemical requirements at Hamilton?—A. I would not 
put it exactly that way. We have at Hamilton an acid plant. If it operates 
at 40,000 tons a year, we can naturally make it a little cheaper than if it is 
operating at 20,000 tons a year; the more we turn out, the cheaper we can make 
it. Our raw materials run along just the same. So that our costs at Hamilton 
are an entirely different picture to what they are at Beloeil. 

Q. But your sulphuric acid is manufactured at Hamilton not primarily for 
fertilizer, but as a by-product?—-A. Not as a by-product, in any way, shape or 
form. 

Q. At Hamilton?—A. It is not a by-product. 

Q. Don’t you manufacture more in your plant in Hamilton than you require 
for your heavy chemicals?—A. No. The heavy chemical division manufacture 
for us such quantity as we tell them we can use in the manufacture of super- 
phosphates. They don’t manufacture any more than they can market. 

Q. They regulate their production of sulphuric acid for heavy chemicals to 
the amount of their requirements plus what you require for fertilizer?—A. That 
is correct. 

Q. And by the increased production you say you get a reduced cost on the 
whole?—A. We would, yes. Might I continue my story there to clear up that 
point, because I find that I was not satisfied with the evidence to date. It does 
not seem to be exactly face up on the table, and we want to put it there. We 
went into the manufacture of fertilizer just on account of the weak sulphuric 
acid. According to the government figures, we found that there was about 
100,000 tons of superphosphates imported annually into Eastern Canada, none 
being made there, so we decided that it was a fair undertaking, a new industry 
to go into. Superphosphates come into Canada, as an ingredient, duty free. We 
faced that fact at the start. However, we investigated the prices at which super- 
phospate was freely selling in the United States and in Canada, and decided that 
we could make some money in the manufacture. We put up a modern plant. 
But when we began to manufacture, the word was passed to us that our friends 
to the south did not intend to give up their trade in Canada, that they would 
drop prices to meet anything we made, irrespective of our prices or the Canadian 
regulations. Knowing that they could not go quite as far as that— 


By the Chairman: 
Q. Who are “our friends to the south”?—A. The United States manu- 
facturers, chiefly Baltimore and Buffalo. 
Q. Duponts?—A. Duponts are not in the fertilizer business. 


By Mr. Sommerville: 


Q. Phosphates?—-A. They are not in the phosphate business. They do not 
make superphosphates. 


By Mr. Factor: 


Q. Who is the chief manufacturer of phosphates in the United States?— 
A. There are five or six firms down there. There is the Standard Wholesale; 
there is Baugh Chemical. I have some of their balance sheets here, and I 
can give you a few of the names. The American Agricultural Chemical; 
Virginia-Carolina Chemical; International Agricultural Corporation. 


By the Chairman: 
@. Those are the main ones?—A. Those are the main ones. 
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By Mr. Kennedy (Peace River): 
Q. Davidson?—A. Yes, Davidson. 


By Mr. Sommerville: 


Q. Yes, Mr. Grubb, proceed?—A. When they began to reduce prices, we | 
came to Ottawa and asked to have a fair market value established, plus a — 
reasonable profit, as in section 36 (2) of the Code. | 

Q. That is to say, you asked that a value be put on it to prevent dump- 
ing?—A, That is correct. We were successful, and the duty was established. 

Q. Or rather a value was established?—-A. A value was established. 


By Mr. Ilsley: | 
Q. Were they offering that in Canada for less than they were offering it © 
in the United States?—A. Yes. In that connection, they were offering it for 
less than the general price in the United States. Here is where I think some 
of the investigators have some trouble. When they go out there, we will say 
they go to Davidson’s, for example. Davidson will turn up an invoice that 
he has sold some superphosphate in bulk to Jim Smith & Co. If the records 
are investigated, it will probably be found that Jim Smith & Co. is owned by 
Davidson, or partially owned by Davidson; so they are able in isolated in- 
stances, possibly, to show a selling price in the United States which would com- 
pare with what they shipped it for into Canada; but as a general practice, I 
should definitely say no. 


By Mr. Ilsley: 
Q. I gather it is a disputed point, from what you say? 


By Mr. Edwards: 


Q. That is a common practice, is it not? 

Mr, Iustey: Just a minute. I asked a question. 

Mr. Epwarps: Go ahead and ask any question you want to. You are 
asking all the time. I very seldom ask one. 


By Mr. Ilsley: 

Q. What is the answer?—A. I am afraid I have forgotten the question, due 
to the interruption. 

Q. The question I put was this: I gathered it was a disputed point?— 
A. Well, I think it is, for this possible reason: The value that we had estab- 
lished—and incidentally we undertook with the government that we would not 
increase the price-of superphosphate in Canada in the event of any ruling that 
was given—the value that was established lasted one week, and it was wiped 
out and has not been re-established. So that we are now left with our super- 
phosphate plant, and unfortunately meeting prices that are netting us heavy 
losses. 

Mr. SOMMERVILLE: Where was this? 

The CHAIRMAN: In Quebec. 

The Witness: And Ontario. 


By Mr. Sommerville: 

Q. Then, with regard to this price which you say lasted one week—how 
long ago was that?—A. It was either 1931 or 1932. In my notes further along 
I can give you the exact date. 

Q. At any rate, it was several years ago?—A. Yes. 
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Q. As a result of representations made, a certain valuation was fixed?— 
A. Yes. 

Q. And as a result, apparently, of certain other representations, that valua- 
tion was wiped out?—A. Yes. 

@. And there was no valuation; nor has any valuation been in existence 
for several years on the imported product other than that which is shown by 
the invoice as it comes in?—A. That is all, 

Q. That is the situation?—A. Yes. 

Q. So that you are meeting that competition from the United States in 
superphosphates?—A. And Europe. 

@. And Europe?—A. Yes. 

@. On the invoice price of those commodities?—A. That is right. 

@. And you have not been able to bring to the attention of the department, 
apparently, any cases of a character that indicated that there was deliberate 
evasion in the matter of prices?—A. I have brought it to the attention of the 
department. 

Q. In the last two or three years?—A. Yes. But naturally we don’t see 
their findings. We merely know that no action is taken. I am not finding fault 
with the department. They may have good and sufficient reasons. They have 
not been tabled, to my knowledge. 


By Mr. Ilsley: 


Q. Did you ever have a tariff or duty on superphosphates?—A. We did 
originally, but we found we were up the wrong tree, so we asked for 36 and 2. 

Q. Has there not been a recent application for a 15 per cent duty on 
phosphates?—A. Not to my knowledge; and I think we would be the only people 
that would apply. 

Q. Is there nothing pending before the Tariff Board?—A. No. 

Q. Or the Minister of Finance?—A. No; the only thing we have is that we 
are still persisting in our request that the goods be not dumped into Canada. 
We have not given up on that yet. 


By Mr. Sommerville: 


Q. All right. Proceed, Mr. Grubb?—A. Well, if you want me to proceed, 
so as to clean the thing up, I would suggest that we proceed along the lines of 
the memorandum that was put in by the growers. Incidentally we have every 
sympathy with the growers. I made a note or two in connection with that. I 
find we have many things in common. We are both losing money. We are both 
selling at too low prices. We both have associations where we get together and 
discuss our problems. We both agree on selling prices. So I should say that that 
ragged army that was mentioned here—that when the growers really see our side 
of the picture, they will welcome us as brothers in that ragged army, and will 

not figure that we are opposition. 
| Q. Where did you get the impression, that they meet and agree upon prices? 
Where have you ever heard of a growers association that ever agreed upon any 
price and ever put it across?—A. Well, I gathered that. I didn’t say they put 
it across. I said that the evidence was that they are all selling to the different 
canners at the one price. 

Q. They have to take what is given them. It is not they that fix the price. 
It is the buyer—the tobacco man or the canner?—A. Well, possibly so. We 
pretty much have to do that. 

Q. There is a little difference?—A. We pretty much have to take what we 
can get. 

Q. All right. Now, let us get on?—A. Proceeding along this line, if it is 
agreeable to the Committee, a question was raised as regards the buyer being 
able to buy materials in the open market. 
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Q. Yes?—A. I will begin with superphosphates. I would like to see an 


order from anybody in Canada with the ability to pay, who wants to buy super-. 


phosphates from me, and I will very gladly sell to him. 

Q. May I ask this: Are these elements of fertilizers sold on the credit basis 
or are they sold on a cash basis?—A. We will sell them both ways. 

Q. My information is that mixed fertilizers are sold on a credit basis, but 
as regards the ingredients, the companies insist upon getting cash; and that is 
one way in which they discourage the purchase of ingredients and this practice 
of mixing your own, as it is called?—A. Speaking for Canadian Industries, Lim- 
ited, we will sell ingredients or mixed fertilizers for cash or on time. If we sell 
them on time, naturally credit approval must be obtained from our credit man- 
ager. But it is no harder to get credit approval on the ingredients than it is on 
mixed fertilizers. 


By Mr. Factor: 


Q. We have had evidence—I don’t know whether your firm were concerned 
in it—but someone gave evidence that they could not buy mixed fertilizer east 
of the Pembroke line in order to ship it west of the line?—A. I will come to that 
a little later, if that would suit you just as well. 


Mr. Factor: That will be all right. 


By Mr. Senn: 


Q. I have to leave shortly, but before I do I want to ask a question just 
along that line. Is there an agreement between C.I.L. and the International 
Company by which the International keeps out of Western Ontario east of this 
line?—A. There is no agreement. 

Q. There is no agreement of any kind?—A. None whatever. 

Q. Nor understanding?—A. Nor understanding, no. 


By Mr. Sommerville: 

Q. While you are dealing with that, may I ask if there is any association 
of fertilizer men east of Montreal—Montreal and east?—A. There is, yes. We 
have no name for it. We gather together when we find things of mutual import- 
ance. We discuss prices. We discuss analyses of fertilizers, try to standard our 
brands. We discuss the railroad versus truck situation, and we discuss matters 
quite similar to what is discussed in that western Ontario association. We have 
a similar organization in British Columbia, and we have a similar organization 
in the maritimes. The last three named—the maritimes, Quebec and British 
Columbia—we have no name for. We have no president for them. We don’t call 
anybody the chairman; although at the meetings in Quebec and in the maritimes, 
any meetings I have attended I have been chairman. 


By Mr. Kennedy (Peace River). 


Q. Who calls them?—-A. Anybody that has anything particular to discuss. 
Incidentally, I will state that, as general manager of the Canadian fertilizer 
division, I know the general policies. You may ask me some question of detail 
that I might not be familiar with. However, I will do the best I can. 


By Mr. Factor: 


Q. Approximately how many fertilizer manufacturers are there in Canada, 
outside of the Eastern Canada Fertilizer Association?—outside of the group 
contained in that association? 


Mr. SoMMERVILLE: Perhaps Mr. Grubb will give them to us in areas. 
Mr. Factor: In sections. 
Mr. SoMMERVILLE: The sections that form these groups. 
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By Mr. Sommerville: 

Q. We have already had eastern Canada. Will you be good enough to 
give us the Quebec group?—A. Yes. Canadian Industries, Limited; Canada 
Packers; International Fertilizers, Limited; they are at Quebec. 

Q. At Quebec?—A. Yes, that is their head office. 


By Mr. Factor: 
Q. Pardon me for interrupting, but is that the same firm that you are 
referring to, the International?—A. The same one, yes. And A. Lavigeur of 
Montreal. 


By Mr. Sommerville: 

Q. Is that manufacturer or dealer?—A. Manufacturer. 

@. In Montreal?—A. Yes. 

Q. Those are the four firms in the province of Quebec?—A. Right—and 
one other. We always forget one of our little friends, Agricultural Chemicals, 
Limited. 

Q. They are also in Western Ontario?—A. They have a plant at Port Hope. 

Q. They have a plant in Quebec?—A. No. 

Q. They have not any plant in Quebec?—A. No. 

Q. But they do distribute in the province of Quebec?—A. Yes. 

Q. Then, as a result of this association, or these meetings that you referred 
to where you discussed prices, have you a uniform price list in the province of 
Quebec, similar to that which is filed for western Ontario?—A. We have a Que- 
bec price list. Just what you mean by uniform and similar, I don’t know. We 
have a schedule there, where we sell to the dealer, the consumer—the merchant’s 
price, the consumer’s price and general set-up of the schedule along similar lines. 

Q. And the schedule is a schedule based not in actual figures, but on the 
same basis as we had given us by Mr. Grose?—A. You mean on that? 

Q. On that plan?—A. A different plan. 

Q. Well, it is probable the figures may vary, but the scale—?—A. You 
mean the key? 

Q. The key?—A. It is entirely different. 

Q. It is an entirely different key?—A. Yes. 

Q. But you have some key?—-A. We have a key. 

@. You have a key?—A. Yes. 

Q. And from that key each manufacturer works out a minimum price?—A. 
Yes. ; 

Q. And that is by reason of this understanding among you?—A. Yes. Would 
you like to know how that key works? 

. Well, I am not particularly interested in that just at present?—A. Well, 
all right. My point is that I have nothing to hide; and when you ask about 
keys, I don’t wish to be evasive, and I will carry on as far as you like. 

Q. We have got the association or the group in Quebec. What about the 
maritimes? 


By Mr. Factor: 

Q. One question there: Do all the members of the Quebec association 
follow the same price list, the fixed price list?—A. There is a minimum price 
list in Quebec. 

. And all the members adhere to it?—-A. They are familiar with it. I 
hope they do. 


By Mr. Kennedy (Peace River): 
Q. What is the difference between a minimum price and a fixed price?— 
A, Anybody can charge more if he can get it. 
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By Mr. Sommerville: 

Q. Now for the maritimes?—A. Canadian Industries, Limited; Canada 
Packers; International Fertilizers; Colonial Fertilizers; Summers Fertilizers— 
they are at St. Stephens; and over on the island, the Island Fertilizer, on Prince 
Edward Island. 

Q. Those fertilizer companies meet in a similar manner, without any 
officers?—A. That is right. 

Q. And without any association name?—A. That is right. 

Q. They meet from time to time?—A. Yes. 

Q. To discuss the same subjects; prices, terms and conditions?—A. Yes. 

Q. And do they have a similar key schedule on which to base their prices ?— 
A. They do, yes. At these meetings we have had two other organizations sat 
in on occasion. One was the Prince Edward Island potato growers, Mr. 
Bolter; another was Mr. Margison of the New Brunswick—I forget their name; 
and there is Associated Shippers of Prince Edward Island. 

Q. The price list which they get out 1s based on the same scale as the 
minimum price list?—A. Yes. 

Q. Agreeable to all?—A. Yes. 

Q. And I suppose the same pious hope is expressed that they follow it?— 
A. Correct. 

Q. Then in British Columbia the association 1s made up in what way, or 
rather the group?—A. Canadian Industries, Limited; P. Burns & Company; 
Globe Fertilizer Company and Buckerfields, Limited. 

Q. And a similar policy is adopted there?—A. Yes. 

Q. And a similar minimum price is agreed upon?—A. Right. 

Q. And similar practices approved of, uniform practices in the handling 
of your fertilizer?—A. Yes. I won’t say uniform throughout Canada. . The 
general idea. 

Q. No, but uniform for that area?—A. Yes. 


By Mr, Kennedy (Peace River) : 


Q. What about Trail Smelters?—A. They have not sat in on any of our 
meetings. 


By Mr. Sommerville: 


Q. Is there a prairie section?—A. No. 

Q. The prairie section is supplied from which association or which group?— 
A. Until a few years ago the prairies did not use 100 tons of fertilizer a year, 
of chemical fertilizer. In the last few years, Trail have put on some very 
intensive advertising campaigns, trying to educate the prairie farmer; and the 
prairie farmer to-day is using some of the highest analysis fertilizer—triple 
superphosphate, ammophos—made at Trail, and fertilizers which will carry 
freight rates, will stand heavier freight rates. Low grade fertilizers cannot very 
well be marketed on the prairies and shipped from far distant points. 

Q. With reference to the price list, will you be good enough to file the price 
lists of these various sections: The maritimes, Quebec and the West?—A. I can 
give you printed copies of the maritimes, I think—I am not sure if I have the 
maritimes or British Columbia with me. I will be glad to file them. They 
are not printed except by the typewriter. I will be glad to file them. 

Q. Perhaps you can tell us now what are the prices for the maritimes on 
the fertilizer 2-12-6? We have had a price on Ontario of $34.65; a price in 
Quebec of $25; what is the price in the maritimes? ‘Your folder is limited to 
Ontario?-—A. Primarily. I can give it to you in general first, and I will be 
glad to file the price lists. In the maritimes we have a delivered price, and the 
delivered price in the maritimes, I should say, is approximately the same as the 
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Quebec price. We sell different analysis fertilizers in the maritimes to what we 
do there, but on a similar analysis it would practically be the delivered price 
instead of the factory price. In other words, if the Quebec price on 2-12-6 is 
$25, I should say in the maritimes it is probably $25 delivered. On the whole, 
the maritime prices are lower than the Quebec prices, 


By Mr. Ilsley: 
Q. Then the delivered price in the Maritimes is the same as the f.o.b. fac- 
tory in Quebec?——A. I should say approximately. 


By Mr. Sommerville: 

Q. Well, at that rate then, the delivered price in the Maritimes is from 
$9 to $12 or $15 less than the delievered price in Western Ontario?—A. No. 
I think I can show you that the price in Western Ontario is not $11 higher than 
the price in Quebec. 

Q. But you have indicated that the other price, in the Maritimes, is the 
same as the f.o.b. price in Quebec?—A. That is right. 

Q. And whatever that delivered price in Ontario is in relation to the f.o.b. 
price, that is the difference in the Maritimes?—-A. That is correct. 

Q. And at present, on looking at it, it seems to be a price difference of 
from $9 to $15?—-A. There has been—it has been testified here— 

Q. Exclusive of freight; no, including the freight?—A. It is my under- 
standing that the difference is reported to be approximately $15 higher in 
Ontario than in Quebec. 

Q. From $9 to $15, according to the fertilizer?—A. All right, from $9 to $15. 

Q. And that situation would prevail as between the Maritimes and Ontario? 
—A. All right; of course, if that spread is correct. 

a. I understand your explanation, that that includes the freight?—A. That 
is right. , 

Q. What is the other price, in British Columbia?—A. In British Columbia? 
We have a price in the zone around Greater Vancouver where all the Chinese 
and Japanese are farming. 

Q. Market gardening?—A. The price in the zone based on the cartage rates 
that we can get. If our plant is here, we have a ring around that, and we sell 
prEboy around that for a dollar—but if they want to come to the plant they get 
the dollar. 

Q. A dollar a ton?—A. In the Okanagan country it is a delivered price. 
Up in that country we are in competition with the Trail people. They don’t go 
to the Coast. They say that the price up in the Okanagan is so and so, and we 
say fine. 

Q. How does the price in the Okanagan valley compare with the price in 
Quebec or the Maritimes, the delivered price in the Maritimes—approximately. 
Is that not a lower price than in the Maritimes?—A. No, I would not say so; 
I would say it was higher. 

Q. To what extent?—-A. As a matter of fact we have a different com- 
modity in British Columbia than we have in the East. We can practically push 
all the fertilizer business in British Columbia. 


The CHarRMAN: They are easier out there. 


The Witness: Possibly, Mr. Stevens; we both live there so we ought to 
know. In the East we have lost heavily. 


By Mr. Sommerville: 
Q. Is that because you have two definite zones and your deliveries are 
limited to these zones, one around Vancouver and one in the Okanagan?—A. 
No, we have at the plant approximately the same deliveries—our shipments 
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into the Okanagan as compared to our shipments around Vancouver; in other 
words, our Okanagan price is the Vancouver price, plus freight approximately. 

Q. How does your Vancouver price compare with your Quebec price, the 
f.o.b. price2?—A. I would not like to answer that from memory, I will file a price 
list. 

Q. All right, thank you Mr. Grubb, if you will proceed?—A. Fine. Nitrate 
of soda. I am discussing the ingredients that incidentally are so hard to buy 
I understand. Superphosphate: In addition to my being willing to sell it I 
wish some method could be fixed up so that my friends to the South and every- 
body else could be stopped selling it. I do not see how anybody in Canada 
could say it is hard to buy superphosphate for his own use, or for mixing pur- 

Oses. | 
: Nitrate of soda: Not produced in Canada, it is a world commodity. It 
enters Canada duty free. I have circulars on my desk from jobbers in the 
various cities offering to sell me Nitrate of soda. I know of no pressure of any 
kind ever being brought to bear on the Nitrate of soda people to only sell through 
the dry mixers. 


By the Chairman: 

Q. Of course, Mr. Grubb, that would not affect the plight of the grower; 
he could not go and buy it, that is out of the question?—A. I think he can in 
earload quantities; that is, 15 tons. 

Q. We are really concerned about the ordinary dirt farmer who cannot 
buy Nitrate of Soda from abroad?—A. No, but he could buy it from Balti- 
more or New York. 


Mr. Factor: The chief complaint is on the mixed fertilizer rather than on 
the ingredients. 


The CuatrMAN: We will take it for granted then that he can buy it. 
The Witness: In carload lots, he can buy it economically—that is 15 tons. 


By Mr. Ilsley: 
Q. That is important to the Annapolis Valley, N.S.?—A. Could they handle 
15 tons. 
Q. I would say 5,000 tons?—A. There is nothing to stop them buying it 
freely; but not for mixing purposes. 


By Mr. Kennedy (Winnipeg) : 


Q. You mentioned that they could bring it in from New York. Could they 
buy from domestic jobbers here without buying direct?—A. I should think so. 

Q. Do you know?—A. For instance, do you know Barrett, the jobber; I 
think Barrett would sell Nitrate of Soda in carload lots. 


By Mr. Edwards: 


Q. Would the large chemical houses sell it?—A. Very definitely. Chemicals 
Limited I know have handled carloads of Nitrate of Soda, yes. They do not 
need to buy it from the industry. 

Sulphate of Ammonia is, we will say, a very important ingredient. It is 
manufactured in Canada, two plants in Hamilton, one in the Sault, one down in 
Sidney, one at Trail in British Columbia, and at the present time there is a plant 
in Ottawa and at Montreal, both of which to the best of my knowledge are 
closed; I am sure about the one in Montreal—because the price is not attractive. 
Sulphate of Ammonia enters Canada duty free, and is a commodity which can 
be bought in any market. Naturally, it would have to be bought in carload 
lots. Now, Potash is a very necessary ingredient. 
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By Mr. Sommerville: 


Q. Yes, Muriate of Potash?—A. Muriate of Potash and Sulphate of Potash. 
At one time the “ N.B.” potash—a French and German syndicate had a corner 
on it, but it can now be bought freely, it enters Canada duty free and can be 
bought at two places in New Mexico (I am talking about producing points), 
one in California, France, Germany, Spain, Russia and Palestine. 


By Mr. Edwards: 


Q. Palestine is getting very large, isn’t it—the production of potash?—A. 
Quite true, but I should say New Mexico and California are larger; California 
leads. 

By Mr. Factor: 


Q. Are Canadian importers bringing in any of this Palestine potash in any 
considerable quantity?—-A. We brought in some Palestine potash two years ago. 
We did not bring in any last year as far as I know, that is all that has come to 
Canada. 

By Mr. Sommerville: 


Q. While you are dealing with Potash I see that your Ontario price on 
Muriate of Potash, the credit price is $62 per ton, and your Quebec price is 
$01.50; and on the Sulphate of Potash your Ontario price is $72 and the Quebec 
price is $58. What is the cost of Muriate of Potash, there must be a very large 
spread there surely?—-A. No, I think I can explain that to you. There is one 
thing we must remember, that our Quebec schedule is f.o.b. the factory, and our 
Ontario schedule any place in Ontario—to the farmer’s barn—we do not always 
get the advantage of a carload freight rate. 

Q. I quite appreciate that. You have a delivered price in the Maritime, 
so you have comparatively the same basis in Ontario and in the Maritime, 
instead of Ontario and Quebec; or a delivered price in the Maritime—why should 
you deliver in the Maritime?—A. Have you the comparative costs? 

Q. The comparative costs?—A. With the price in the Maritimes where we 
have lost to competition. 

Q. Why the discrepancy; that is what the committee would like to know? 
—A. We will come to competition in a moment. Our plant at Halifax is right 
on the water. I put the stuff right off the boat into the plant. At Quebec and 
Hamilton I have to tranship at a cost of $2 or $3 per ton more than in this 
country. 

The next item which I sell in my ingredients is Cyanamid procurable direct 
from the American Cyanamid Company, and at the same meeting the impression 
I got from the side lines there, was that we had brought this official of the Cyana- 
mid Company to work for us. 

Q. That was the minutes of the meeting which stated that. a representative 
of the Cyanamid Company had appeared before that meeting and explained the 
course of co-operation he proposed between your association and the Cyanamid 
Company’?—A. That is right. I was not at that meeting, but I was at the 
luncheon, so I did not hear the remarks he made at that meeting. Within the 
next day or so Mr. Frost, the Cyanamid salesman, called on me in Montreal and 
told me what he had proposed at the meeting. We all use Cyanamid in a 
powdered form in the manufacture of our mixed fertilizer. Within the last few 
years, the Cyanamid Company have brought out Cyanamid in a pellet form 
which can be used by the fruit-growing industry instead of Sulphate of Ammonia. 

Q. What do you mean by “ pellet ”?—A. Just the same as B.B. shot, little 
round pellets. He came in to explain to me that they had put on an expensive 
advertising campaign, and would like to get our co-operation pushing the sale 
of cyanamid, that he would be glad to include it in carload lots with our finer 
material, our powdered material; that he was carrying a stock in Montreal on 
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which I could draw, or that he had stock in Ontario. Now, I think the minutes — 
of that meeting, judging from the conversation I had with Mr. Frost, were rather 
badly worded. 


By Mr. Kennedy (Peace River): | 
| 


Q. I understood from the minutes that he came up to talk social co-operation, | 
and the interpretation of the evidence given yesterday by the witness was that 
he was giving a nice little talk on the results of the N.R.A. I never heard | 
co-operation explained in that way before?—A. I was there when the N.R.A. | 
was discussed, and Mr. Huntington, manager of the American Cyanamid Com- — 
pany, gave us a speech on the workings of the N.R.A. in the United States; 
incidentally, I might say he was very much opposed to it; but it did not relate | 
to the talk he had previously given on cyanamid. It was more on the general | 
workings of the N.R.A. Now, I think the next point possibly would be—unless | 
there were some question to be answered—the next point would be in connection — 
with this Northumberland County Purchasing Committee. | 

Q. Did you deal with sulphate of ammonia?—A. I did. | 

Q. I beg your pardon? | 

By the Chairman: , 

Q. Before you leave the question of these ingredients, could you tell the com-_ 
mittee the cost of the production of super-phosphate in Quebec as compared with — 
Hamilton?—A. Yes, our phosphate rock comes from Florida. 


By Mr. Kennedy (Winnipeg): 

Q. From where?—A. From Florida. We have had some from Morocco, but 
at the present time I have 20,000 tons on the way up from Florida. We landed 
at Sorel and transhipped to Hamilton and Beloeil. It costs us laid down in our 
plant approximately the same. The mixed ingredient, sulphuric acid product, 
that I make in the way of super-phosphate, is 20 per cent strength—P. 205— 
the difference in my acid cost is $4 per ton in the case of our 20 per cent super- 
phosphate. 


By Mr. Sommerville: 
Q. What do you mean by the “ difference ”? 


By the Chairman: 


Q. You mean, that the Hamilton plant costs you $4 per ton of super-phos- 
phate more for your sulphuric acid than it does at Beloeil?—A. That is right; 
if a ton costs me $10 to make at Beloeil, it costs me $14 at Hamilton. 


By Mr. Edwards: 


Q. What is the difference between what you call weak sulphuric acid and 
strong sulphuric acid?—A. I am not a chemist, do not get me too badly mixed up. 
We figure our sulphuric acid on a basis of 100 per cent strength. 

Q. That would be -825?—A. That is right. 

Q. What would be the specific gravity, do you know?—A. You know more 
about specific gravity than I do. We get it at about 62 per cent strength in 
Quebec, a weak acid; while at Hamilton we make an acid that is 93 per cent, 
and we have to dilute it down to the same strength as that of our acid at Beloeil. 


By Mr. Young: 


Q. Does it cost you more at Hamilton?—A. Our manufacturing costs at both 
plants—I will be glad to turn them into the committee—are practically identical. 
Both at Hamilton and Beloeil we have identical plants, with the exception that 
at Hamilton we could turn out twice as much if the market was there for it. 
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By Mr. Factor: 


Q. I do not quite follow you, where does that $4 difference come in?—A. In 
our Hamilton plant we manufacture acid for the purpose of making super- 
phosphate. At Beloeil it is a waste product and it is turned over to us direct 
=" the pipes, at the cost of transferring it by pipe where it is sent over to our 
plant. 

By Mr. Sommerville: 

Q. Somewhere about $2 a ton?—A. Yes, sir, less than $2 a ton, I will give 
you the figures. 

Q. Your sulphuric acid at Hamilton cost you something less than $6 a ton? 
—A. At Hamilton? 

Q. Yes?—A. I did not say that. 

Q. You say it costs $4 a ton to produce sulphuric?—A. I said, per ton of 
super-phosphate. 

Q. I beg your pardon. 


By Mr. Young: 


Q. What are the factors that make up ¢$99-_A. In making sulphuric acid 
we have to burn sulphur and catch the fumes. It is a very complicated process. 
I am sorry that I am not sufficiently familiar with it to explain it in detail. 
But I should say that the average going price for sulphuric acid net under our 
present basis, which is the basis we always discuss it on, is in the neighbour- 
hood of $16 to $18 a ton to-day. Now, at Beloeil, we get it for less than $2. 


By Mr. Edwards: 


Q. Less than $2 per ton?—A. Per ton of 100 per cent acid at Beloeil. 

Q. I thought it was $2 per ton less than at Hamilton?—A. No, less than 
$2 per ton. I have no objection to telling you that I pay for sulphuric acid 
at Hamilton $12.75 per ton. 


By Mr. Sommerville: 

Q. You pay to your plant?—A. $12.75 per ton. I am willing to give this 
committee any information it desires, but occasionally there may be something 
I might not want my competitors to learn. We will be glad to file it, I have 
no particular objection to that. 


By Mr. Ilsley: 

Q. The whole difference in the cost of manufacturing superphosphate is due 
to the difference in the cost of sulphuric acid?—A. In the manufacture of super- 
phosphate in making 100 pounds you need 60 pounds, leaving 40 pounds of 100 
per cent acid. 


By Mr. Young: 
Q. What is the condition of this acid?—A. It is liquid. 


By Mr. Ilsley: 

Q. That is, it would be 40 per cent of your $12?—A. That would be $4. 
Now, on this Northumberland County order, and price spreads: to begin with, 
I think there is a little misunderstanding; I thought that pressure was brought 
to bear in connection with this order this year on account of the difference 
in our price schedules in Eastern Ontario versus Western Ontario. I think the 
statement was made here that the Co-op. Fédérée refused to ship an order west 
of Kingston, and I gathered the impression that it was to the Northumberland 
County Purchasing Committee. 
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By Mr. Sommerville: 

Q. Yes?—A. That is correct, isn’t it? 

@. I believe so?—A. Now, I am reported—have you a copy of the letter, 
is it fair for me to ask—they said a letter was written turning the order down. 

(. There is a letter, I have seen it, but I do not know whether we have 
it here, or whether it was taken by the gentleman who had it?—A. Was the 
order through the Co-op, Fédérée? 

@. I could not guarantee that?—A. That was the testimony. 

Q. I can’t say that off-hand?—A. My point is this: on my return to Mont- 
real over the weekend I asked the Co-op. Fédérée if they had heard from the 
Northumberland County Purchasing Committee, or if they had received an 
order and turned it down. They referred to their files to show that they really 
did not know the people, they had had no correspondence with them, and they 
had never seen the colour of an order. I then rang up Canada Packers to see 
what they knew about it. They knew nothing. So I rang up Mr. Lavigueur 
and he said yes. 

Q. Lavigueur, who is he?—A. He is one of our little associations down there. 

Q. The one for whom Mr. Hunt gave evidence of?—A. Mr. Hunt gave the 
evidence, Incidentally, he is a member of the Purchasing Committee; and in 
the final analysis C.I.L. got the order, so I have full particulars here. I rang 
up Mr. Lavigueur and asked him about it, and he said, yes, we had corre- 
spondence with them, but I never received the order ; and he said, here is what 
I wrote—I will read it if you like:— 


Mr. Waurer H. Smiru, 


Agricultural Representative of Northumberland County, 
Brighton, Ont. 


Dear Srr,— Answering yours of the 10th instant, we regret to advise 
you that the brands 2-8-10 and 9-5-7 are not registered, and as the sell- 
ing season is at an end the sales which could be made would not permit 
to make an expense of $60 for the registering of these two brands. 


Mr. Lavigueur is a Frenchman, and his language may not be quite correct. Mr. 
Stevens, I may say in connection with registering that each manufacturer 
registers with the government the brands he is going to sell. If it is 2-8-10 it 
costs us $30. He could not sell without registration. 


By the Chairman: 


Q. You register 2-8-10?—A. Mr. Lavigueur could not use my registra- 
tion, he must register. 


By Mr. Factor: 


@. Could he register if he wanted to go to that expense?—A. He could, 
$30. It costs $10 for each plant food. 2-8-10 has three plant foods and costs 
$30. 0-12-15 would be two plant foods and would cost $20. 


Furthering to my letter March 7th, I exceedingly regret to have to 
withdraw my offer of selling you fertilizers. 

The main reason is that the roads around Montreal are all blocked 
for trucking, and most of my goods are sold delivered to farmers’ barns 
by truck, and they will not be opened for 2 or 3 weeks yet, and having 
an extra large quantity of tons to deliver by trucks, the factory being 
overfull, I find that I have all the orders I can handle this spring, besides 
we have yet many hundred tons to mix and we have no storage place 
as we have shipped only a few hundred tons this winter, I cannot see 
my way in taking new orders. 
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This summer I am to enlarge my plant, and will call on you early 
next fall, and hope to do business with you in future. 
Regretting very much the circumstances in not being able to accept 
your order, J remain, 
Yours very truly, 


(Se¢d.) ARTHUR LAVIGUEUR. 


The reason I am bringing that up is on the side lines I got the impression that 
it was due to pressure that the Montreal supplier had withdrawn, but I don’t 
think that indicates any pressure. 


By Mr. Sommerville: 
Q. You say that is the only one you have any record of?—A. I think that 
is the only one. 
Q. That is not the letter I remember seeing?—A. I see. 


By Mr. IIlsley: 
Q. What I was going to say is, could you ship to any point in Ontario at 
your f.o.b. Quebec price?—A. I would not. 


By Mr. Sommerville: 
Q. Why not?—A. Could not afford to. 


By Mr. Ilsley: 
Q. Your main effort to-day is in your Quebec business?—A. I have got up 
a statement here which I think will clear up that point. 


By the Charman: 

Q. This letter seems to me to be a very poor explanation of what Mr. 
Hunt said. I have just been looking for the exact quotation; but from mem- 
ory Mr. Hunt indicated that the Northumberland County growers, a very sub- 
stantial body of users of fertilizer, had approached a Quebec firm for fertilizer 
and seemed to be encouraged to believe that they could get it. A couple of 
weeks afterwards they were notified, this apparently is the notification—but 
there is no indication in it as to what the difference would be in shipping a car- 
load of fertilizer by rail?—A. Incidentally, it was more than a carload; it was 
85 tons. 


Q. Which could be best shipped by rail?—A. Yes, sir. The legitimate 
mixers can get their ingredients and mix them together, and they had to be put 
in bins to allow them to cure—Mr. Smith testified three months’ curing, I am 
willing to admit that with our equipment and with our excellent Super-Phos- 
phate we can cure in very much less time, from 4 to 6 weeks. Mr. Lavigueur 
has a trade contiguous to Montreal which he feeds by contract. He collects 
orders in the fall, and he delivers them at the end of March, April and May. 
His plant was full to the guards—I have been in it—I wish I could store as 
much in as small a space as he does; and when it comes to taking on some 
new orders, an order that he received in March which he would have to ship 
to Northumberland County in the course of 20 days; in the first place he has 
not the room to put it down to cure it, and possibly had not made arrange- 
ments for the additional raw material. He could not take that order in March 
in his plant because the cure would take from six to eight weeks, and he had 
to look after his local trade. In addition to that, as he points out, two of the 
brands were not registered by him, so he would have to put up another $60. 

Q. They were registered by you, he could get them from you?——A. No, sir. 
Each of us must register our own, and dig up our own $30. 
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Q. You could aave sold him?—A. I would have sold him if he had come 
to me. 

Q. Would you sell in Northumberland County?—A. I do sir, I have the 
invoices right here. 

Q. I thought you said you would not sell?—A. I sold him at the factory 
price; it is not $11 though. 


By Mr. Sommerville: 

Q. Mr. Grubb, you are giving us this evidence to indicate that Mr. Lavi- 
gueur’s reasons were as indicated in his letter, and not a refusal to sell in the 
Ontario territory. You heard the evidence of Mr. Craise?—A. Yes. 

Q. Mr. Craise ig a fertilizer man?—A. Possibly, I don’t know. 

Q. Do you mean that as a compliment, or as an insult?—A. Certainly not 
as an insult. 

Q. You say, “ possibly ”; he has been in the business a long time?—A. Yes, 
he is not in the business to-day; I am not sure that he is familiar with the existing 
conditions in the business up to date. . 

Q. He is carrying on business and has his price lists, and is selling all over 
Ontario, and has been for 20 odd years?—A. He is a fertilizer’s jobber at present. 

Q. Yes, but why do you say “ possibly ” when I say he is a fertilizer man. 

Mr. Factor: Not a member of the Association. 

Mr. SOMMERVILLE: He is not a member of the Association, I beg your 
pardon. 

Mr. Epwarps: He is not a mixer, he is a jobber. 


By Mr. Sommerville: 

Q. I don’t know what you mean by “ mixer,” it is all right. You heard his 
statement when he was asked as to whether you can buy in Quebec and ship 
to Ontario, and his answer was, well just try and buy it. Isn’t it a fact that you 
could not buy from any member of your association in the province of Quebec 
at Quebec prices, cheaper than the Ontario prices, f.o.b. in Quebec and ship into 
Ontario?—A. I can only answer for myself there. We would not accept an order 
for shipment west of the Kingston line. What the other members of the associa- 
tion would do would be their own business. 

Q. Why?—A. Because the matter of costs do not permit. I have a state- 
ment here which I can give to you. 

Q. As a matter of fact, you know that the other members take the position 
that you do?—A. No I don’t. 

Q. Is that not one of the things that you discuss when you get together?— 
A. It is not. 

@. And you have never discussed the question of shipping into Western 
Ontario? —A. We have not. 


By the Chairman: 


Q. Who fixed this Kingston line this mysterious Kingston line?—A. I did. 
You have got the right man. 


By Mr. Sommerville: 


Q. We know who did it now. Why does everybody accept the Kingston line, 
part of the association’s plan?—A. I don’t think they like it. Let me explain. 

@. They may not like it, but they have taken it?—A. The Kingston line is 
not mysterious. I will explain it. When we began manufacturing in the province 
of Quebec, we figured that we had sufficient weak sulphuric acid to make up 
a given quantity of superphosphates. We figured we had enough to look after 
the eke es The first price list that I brought out, which I think 
was in — 
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By Mr. Factor: 
Q. Was that the time the Kingston line was fixed?—A. No. 
Q. When was the Kingston line fixed?—A. When I thought I had too much 
superphosphate in the province of Quebec. 
Q. What year was that?—A. Our first price list was in 1930. 


By Mr. Sommerville: 

Q. The first price list was in 1930?—A. Yes, and my line was the Quebec 
line, 

Q. The Quebec border?—A. The Quebec border. 

Q. Yes, proceed?—A. I found that I was not able to market all of my 
superphosphate in the province of Quebec, either as such or in mixed fertilizers. 
So I decided I had better extend it as far as I could. Consequently, I think it 
was two years later, I think 1t was 1932—-answering your question—that price 
list does not show. It merely says Quebec. It does not say the year, but I can 
give you that from my records, 


By Mr. Factor: 

Q. It is 1932 that you fixed this Pembroke-Kingston line—A. Yes. I fixed 
that for.this reason: As far as I could find out, there were approximately 1,000 
tons of fertilizer used in that section of Ontario between Kingston and the 
Quebec border, and I decided I had sufficient superphosphate at the moment to 
look after that trade. I had obligations in the province of Quebec with the 
largest buyer, the Co-Op. Federee; I was tied up with them with a contract 
to keep them supplied, and I could not keep myself short. Consequently ! 
found the freight rate from the Hamilton plant to Kingston is $3.10 a ton; the 
freight rate from the Beloeil plant to Kingston is $3.10 a ton, so it looked like 
the logical breaking point, and I had sufficient, This year conditions in the 
province of Quebec have improved, and I was left high and dry. I had to bring 
from Hamilton, and accept a loss on about 1,500 tons of superphosphate, to my 
Beloeil plant, in order to live up to my contract, Now, as to whether or not 
next year I will be able to maintain the line at Kingston, or have to drop back 
to Brockville or Ottawa, I don’t know. 

Q. Will you elaborate a little more on the fixation of the Pembroke-Kings- 
ton line?—A. Yes. 

Q. What were you motivated by?—A. I had more superphosphate, my 
chief ingredient, in the province of Quebec than I had a market for; and I 
found that this district used approximately my surplus. So by referring to the 
freight rates, I found that if my plant costs were equal, I could go to Kingston 
at a rate of $3.10. 


By the Chairman: 
Q. You said your plant costs were not equal?—A. They are not. 
Q. You said there was a $4 differential?—A. In superphosphates. 
Q. That is what you are talking about?—A. Yes. 


By Mr. Sommerville: 
Q. And relatively so in other ingredients?—A. In ingredients, 
Q. In the proportion of superphosphates?—A. Yes. 
Q. In the other ingredients?—A. And the other ingredients, yes; In manu- 
facturing costs, no. 


By Mr. Ilsley: 


Q. It is not relatively so in the other ingredients surely?—A. I am willing 
to say this: I agree at Hamilton I am a little farther from the water than I am 
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at Beloeil. I am dealing in general terms, I can get sulphate of ammonia at 
either plant approximately the same; potash at either plant, not a great deal of 
difference, because when I bring it into Hamilton, I will bring it in by water. 


By Mr. Sommerville: 

Q. The differential is very slight?—A. It does not amount to enough to 
bother this committee with. But there is one other difference I would like to 
point out. If you will note on my price list there, for Ontario we have 21 
brands of mixed fertilizer listed. In Quebec we have 6 brands. One of the 
mottoes behind all of our organizations is standardization. In Ontario three 
years ago we had 82 brands commonly being sold on the market. With the 
assistance of Guelph and among ourselves, we got that worked down, so that 
commonly we are now selling around 27 or 28 brands. We definitely list 21. 
That means that we must have those 21 brands in bins, cured and ready for 
shipment. In Quebec we have got 6 brands, 


By Mr. Factor: 

Q. Are there not 6 brands among the Ontario brands similar to the six in 
Quebec?—A. Quite right. 

Q. And is there not a spread of price between Quebec and Ontario which 
is not accounted for yet, as far as your evidence has gone?—A, That is correct. 

(. Outside of freight?—A. That is right. The point that I am making is 
that in our factory costs we have to provide more ingredients, more space, and 
it costs us more money to manipulate and have in stock 21 brands than it does 
to have 6 brands. I will file the costs with the committee. My relative addi- 
tional cost in Ontario is one dollar a ton. 


By Mr. Sommerville: 

Q. That is because you have got 21 brands in Ontario; you say that it 
costs a dollar per ton to carry the 21 brands, over the carrying of the 6 brands? 
—A. No, carrying has nothing to do with it. We don’t charge interest in our 
costs. 

Q. What is the one dollar for?—A. The addition would be in power. I 
should think part of it would be in power. Labour, I should say, would be 
approximately the same; and I should say the prime reason is that I have to 
carry ingredients to make up 21 different mixtures as against 6 mixtures. 

(. And your price would be as much as one dollar per ton on that?—A. 
I will file my costs. My remembrance is that it was $1.02. 


By Mr. Factor: 


@. Those 6 brands in Ontario similar to those in Quebec cost you a dollar 
a ton more to manufacture?—A. Yes. 


By Mr. Isley: 


Q. I don’t think you have told us the difference in costs per ton to this 
difference in the cost of superphosphates. Would you take an ordinary brand 
and say what difference in cost there is in a ton due to that?—A. Yes. I 
would like to pass this out, and you can possibly follow me in the explanation. 

Mr. Iustey: My point is that you say there is a $4 difference in the cost 
of superphosphate, but it would be very much less than that in the cost of the 
mixed fertilizer? 


By Mr. Factor: 


Q. That dollar a ton difference does not account for the difference in the 
superphosphate?—A. No, it has nothing to do with it. 
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By Mr. Sommerville: 


Q. Yes, proceed, Mr. Grubb?—A. Now, in this statement I am trying to 
explain the difference in our price list, Quebec versus eastern Ontario. So to 
do it, I have put the price list on a similar basis. 

Q. Have you any more of these?—A. Yes, here are some more. 

Q. I will pass them around. This is a statement of detail of fertilizer 
prices?—R. Yes. What I want to refer to is the statement of detail of ferti- 
lizer prices, east versus west, breaking at Kingston, Ontario. I want to present 
it from the viewpoint of the price to the ultimate user, and the result to the 
C.I.L. in profit or loss as the case may be. 2-12-6 is a standard brand in both 
provinces. In the west the C.I.L. cash price to the consumer, delivered to his 
Bain, 18 $33.75. 


Mr. Factor: West of Kingston. 


By Mr. Sommerville: 


Q. The C.I.L. cash price is what’?—A. $33.75. 

Q. Look at your price list. It is $40.20, according to the price list. That 
is a credit price list?—-A. We take $2 off in both provinces, so we may just as 
well—I think you are wrong on that $40. 

Q. Well, I am reading from it. Here it is?—A. 2-12-6? 

Q. Wait a minute. I was looking at 2-12-10?—A. $35.75 is the time price. 
We take $2 off for cash. 

Q. I beg your pardon. 2-12-6 is $33.75?—A. Yes. In Quebec the price 
is $25 at the plant. 


By the Chairman: 

Q. It says $28 here?—-A. I think delivered to the farmer’s barn. 

Q. In Quebec?—A. In this set-up that I am trying to explain, as to the 
difference in prices, I set out to explain the difference which is $11; that has 
been discussed, your 9 and 11 items. 

Q. Put it on the same basis?—A. We must put it on the same basis. So 
that if the farmer in Quebec buys it—yes, I will sell to him at $25 at the plant; 
but if he wants it delivered to his farm, I think I am well within the bounds 
of common costs if I say it costs me $3.50. 


By Mr. Sommerville: 
Q. Per ton?—A. Per ton. 


The CuHatrRMAN: I think you would make good money at it; but never 
mind, go ahead. 


By Mr. Sommerville: 


Q. What if he calls for it and takes it away himself?—A. I am not 
trying to put anything over. I have got the freight rates here. We can ship 
within a radius of 125 miles for $2.50 a ton, that is in carload lots. If it is 
less than a carload, my rate is practically doubled; and then have got to 
move it from the station to the barn. However, I am not fighting with you 
about 50 cents or a dollar. 


By Mr. Factor: 


Q. Take truck delivery?—A. I might save some. But there are other cases 
where it might cost me $10 to deliver it. However, if there is any question 
on that $3.50 price, I am quite willing to try and break it down. 


The CHAIRMAN: We will let it go. 
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The Witness: Thank you. That means a difference of $5.25 in the 
farmer in Quebec versus Ontario. The C.1.L. viewpoint is this: When we make 
20 per cent superphosphate, I have explained it costs us $4 a ton less. That 
means there is 20 units at $4 a ton, which is 20 cents a unit. In 2-12-6 there 
are 12 units of PoO¢, so that the difference in the superphosphate contained in 
2-12-6 is $2.40 per ton. 


By Mr. Sommerville: 


Q. In Ontario over Quebec?—A. In Ontario over Quebec, right. 
Q. At Hamilton over Beloeil?—A. Right. My plant is one dollar. 


By the Chairman: 
Q. That is for the 21 brands?—A. Among other reasons. 
Mr. SOMMERVILLE: Why do you call your “plant, one dollar”? 


The CHAIRMAN: Those 21 brands that it keeps the book-keeper looking 
after. 


The Witness: That is right. 
Mr. Iustry: Manipulation, he says. 


By Mr. Sommerville: 
Q. Manipulation of the chemicals?—A. That is right, 


By Mr. Ilsley: 


Q. It is a little more than book-keeping?—A. It is very much more than 
book-keeping. We will be glad to turn that up. Now, in the province of 
Quebec the fertilizer is handled by the dealer, generally speaking, at a 5 per 
cent profit. I think that is probably largely brought about due to the French 
element there, who are willing to handle things cheaper than some other people, 
and more co-operatives in the province. That is our only discount in Quebec. 
As far as the difference between our merchant and consumer is concerned, for 
5 per cent they handle it. They have an additional profit, if they want to 
take it, in the fact that when we ship, we will say, a carload of fertilizer to 
Sherbrooke, for example, the carload rate, we will say, is $2.50. Less than a 
carload would be about $5. So a merchant at Sherbrooke, in addition to mak- 
ing his 5 per cent, could make a portion of the freight, and in some instances 
probably does. In Ontario our marketing was badly falling down. We could 
not interest the merchants in handling fertilizers, and we wanted to very badly, 
not only for our own good but also for the good of the farmers. We find that 
if a merchant will carry fertilizer in stock, he has got it there, so that when 
the sun comes out the farmer can go and get it, instead of waiting, sending 
to the factory and getting a few bags. Unfortunately the fertilizer shipping 
season is very short, usually about six weeks; and if there is a big drive on 
the fertilizer factory for six weeks, it is impossible to deliver the material to 
each farmer on the day that he wants its. They all want it on the sunshiny 
days. So that if we can get a merchant to carry that in stock, he is certainly 
doing a service to the farmer. In addition to that, that merchant knows more 
about the financial standing of the farmers adjacent to him than we can 
possibly know. In addition to that, he will probably swap cows or hams or 
pigs for fertilizer, which we cannot do. So that we definitely do want to keep 
the merchant in our picture as a distributor. In order to do that, he must have 
a profit. He will not work on 5 per cent. We give him 10 per cent in Ontario; 
and in addition to that, for s.d.b.l., we give him one per cent, which makes 
11 per cent. 
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By Mr, Sommerville: 

Q. For spot cash?—A, For spot cash. 

Q. With delivery?—A. With delivery. In addition to that, one of the big 
problems has been the truck. These trucks come to our factory on the sunshiny 
days, early in the morning, and up until 10 or 11 o’clock at night; and it costs 
us more money to handle material by truck at our plant than it does by rail. 
By rail it is a 15-ton minimum, up to sometimes 20 or 30 or 40 tons. We can 
get our machines going. We bag this stuff as it is loaded. It is the only way 
we can get the run off. The bags roll into the box car. By truck we have to 
load them.as the trucks come in. They will back up to the platform, if we 
want to go ahead and load them on the truck. To encourage rail shipment in 
Ontario, we are giving a dollar a ton to the merchants in addition to the 11 
per cent. In Quebec that is not so workable, because the roads do not open 
up there so early; trucking is not the problem, and we have snow roads, and 
we don’t have as many good roads. So to further assist the entire picture, we 
try to encourage rail shipment. So that the difference in our distributing costs 
in Ontario versus Quebec is $3.15. That is taken on our discount of 6 per cent 
in addition to the 5, an additional 6; 11 instead of 5 to the dealer. So that 
our out of pocket costs in Ontario for selling 2-12-6 is $3.15 in distribution. 
That makes a total additional cost to Canadian Industries, Limited, on 2-12-6 
of $6.55. 


Mr. Factor: You charge $1.30 more? 


By the Charman: 


Q. You are losing $1.30?—A. We are losing $1.30. I am losing more 
money in selling in Quebec than I am in Ontario, by $1.30, on 2-12-6. 
Q. You told us a little while ago you were losing money in Quebec?—A. 
And in Ontario and in the Maritimes. 
. Q. So you are losing $1.30 a ton in Ontario?—A. Yes, that is right, on 
2-12-6. 
By Mr. Factor: 


Q. You mean you are actually losing money?—A. Definitely. 
Mr. SoMMERVILLE: So he says. 


The Witness: I have my statement here which I will file. We have lost 
over $100,000 each year in the last three years. 


By Mr. Young: 


Q. Is it possible for the farmer to bring in his stock of fertilizer in the winter 
time, and have it on hand when he wants it? If it will store with the dealer, 
why would it not store with the farmer?—A. No, I won’t say it stores with the 
dealer. The dealer will have his fertilizer shipped say beginning with March, 
April and May, stretching it over say about 90 days. With regard to the 
farmer, they will all want it about the fifteenth day of April. 

Q. Why could not they get it at a lower rate by importing?—A. Importing 
it? In car lots our Canadian schedule is cheaper than they could import it. 
You are talking about mixed fertilizers? 

Q. Suppose he got it from you instead of having to go to the dealer and give 
him this little extra to carry along? Why could not the farmer get it?—A. We 
have set up, this year, a retail price that we want the dealers to maintain. 
We have asked them to maintain it. 


By Mr. Edwards: 
Q. Just on that point of Mr. Young’s, I think it is very important?—A. 
Possibly I overlooked it. 
86332—138 
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Q. If they could anticipate their requirements and lay them in ahead of 
time, that would be a very much better way?—A. It would be. | 

Q. Is it not a fact, no matter whether it is your business or anybody else’s 
business, they have had it drilled into them to just purchase from hand to 
mouth, on account of truckage and one thing and another?—A. Yes. 

Q. And they will not look ahead in any line of business?—A. That is true. 
In that connection, in Ontario two years ago we offered special terms of pay- 
ment if they would buy ahead; if they would take the stuff in February or 
March, we would date their invoice April 1st and give them just practically 
an additional month; and few take it. In the province of Ontario we gave 
25 cents a ton for shipment up to the end of February. Practically nobody takes 
it. If we could find some solution, whereby we can ship fertilizer out of our 
plant beginning January Ist, we would be delighted. 


By Mr. Factor: 
Q. You say you have been losing money; what do you want to extend 
your business for?—-A. We hope there will be a happier day, for one thing. I 
am hoping the superphosphate situation will not last forever. 


By Mr. Young: 

Q. This stuff is in your plant from January, and it is not needed until the 
first of April?—A. Well, I think it is in before then. We bring potash and rock 
in before the close of navigation, by boat. 

Q. Have you tried to persuade the farmer to take it in January or Decem- 
ber, whenever it is ready, and not have to pay for it until he requires it, on 
the 15th of April? Have you given him that much time?—A. Never given that 
much. There is a reason there, to. Fertilizer continues to have a chemical 
action possibly for a year after it is made and cured. If we were putting ferti- 
lizer into bags in January and it was not used until May, and had been left in 
a damp barn and possibly piled eight or ten bags high, it would probably 
become lumpy to a certain extent. These lumps would probably disappear 
if the farmer would manipulate them a little; but if there is the smallest idea 
that there are lumps in a bag of fertilizer, it usually comes back to the factory. 


By Mr. Sommerville: 

Q. Would not the same thing happen with your merchant who has stored it, 
that you are anxious to encourage him to store it in advance?—A. No, he will not 
usually have it over say about thirty days. He gets it pretty well the beginning of 
April; I should say thirty days. 

Q. This question of $1.30 loss is dependent upon whether the one dollar 
you take off for plant and $3.15 which you take off for additional cost of 
distribution, or $4.15, is entirely reasonable? 

Mr. Factor: And also that $3.50 charge for delivery to the farmer. 

Mr. SOMMERVILLE: Yes, the two. 

The Witness: Whether it is reasonable or not, it is the fact. 


By Mr. Sommerville: 


Q. Well, your facts?—A. If we can find some way of getting around it, I 
would be glad. 3 

Q. Your facts may not be reasonable?—A. Well, possibly so. 

Q. In other words, items of cost may be added to in there with which we 
are not familiar at present?—A. Quite right. 

Q. And that would alter the picture?—A. We would be glad if you would 
look at our books. 

Q. What is the price at which 2-12-6 is sold to the Federee?—A. We give 
the Federee a special discount of 5 per cent. 

Q. Discount for what?—A. On quantity. 
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By the Chairman: 


Q. You give them a discount of 5 plus 5?—A. Right. 

Mr. SomMervitte: Then the cash price in Quebec is $28.50. 

Mr. Factor: No, $25. 

The Wirness: Mr. Stevens, with this special discount, I would just raise 
the question: Is it wise to have this appear in public? 

The CHaArRMAN: Well, possibly not. r 

The Wrrness: I would prefer giving it to the committee; because if any 


little farmer ever thinks that anybody gets a special discount, it makes it a 
little hard. 
The CuarrMan: It would have been better to have just stated it 1m con- 
fidence. 
The Wirwes: May I amend my statement? | 
The Cuatrman: The press are behind you; they will respect your request, 
and not mention that. — 
The Witness: All right. In confidence, The Federee gets such discount. 
The Cuarrman: Anything of that kind that you want to state, just tell us. — 
The Witness: All right. 


By Mr. Sommerville: 


Q. You will table the prices that the Co-Op. Federee get on all these 
brands?—A. I will. 

Q. And then the relative cash price in the province of Ontario for each of 
these brands?—A. Yes. I have them here for all the brands common to both 
provinces, right on this statement. 

The Cuatrman: You see, Mr. Grubb, up to this point we have been taking 
your statement of the 5 per cent discount as covering the whole thing. It has 
been in the evidence right along that the Federee are the biggest distributor. 

The Witness: Yes. 

The CuarrMan: They are the main distributors. 

The Witness: Right. I will table that. 


The CuarrmMan: So that it is normal; I mean to say the discount there is 
normal. It is not extraordinary. 


By Mr. Sommerville: 


Q. You give the jobber 10 per cent in Ontario?—A. There is a difference. 
I will be glad to table the percentage of our business that we do with the Co-Op. 
Federee versus the general trade. But there is this difference, the Co-Op. Federee 
are backed by the government. 


By the Chairman: 


Q. Let me interrupt. You emphasized to the committee your breakdown of 
that $3.15, and made the special point that you were forced in Ontario to give 
the dealer who would not work as cheaply as the man in Quebec, an extra 5 per 
cent. After we have swallowed all that we find something which is virtually the 
same. You can’t escape it. It is about the same commission?—A. No—just a 
minute, Mr. Stevens, I am not trying to make you swallow anything. 

Mr. SommervILLE: The difference in the commission that you allow in 
Ontario and the commission that you really allow in Quebec is practically the 
same. | 

The WItNEss: Just a minute. 

86332—138% 


2126 SPECIAL COMMITTEE 


By Mr. Sommerville: 

Q. Well, in the one case it is 10 per cent, and in the other it is 5 and 5?— 
A. Well, in Quebec, our money with the Co-Op. Federee is definite, absolutely 
not a nickel lost. In Ontario our risk is a great deal more. 

Q. That is getting off on another point?—A. Once again I tell you that I 
was discussing things generally. We have some customers in Ontario who get a 
special discount, but they are not in our general picture. I was trying to spread 
before you gentlemen a general picture. I will table with you, with the minutes 
of our last meeting at which we discussed prices, and which minutes I have with 
me and had with me yesterday, a list of the people who get a special discount, 
together with their discount; so I don’t think the picture would be so far out. 

Mr. SOMMERVILLE: I think I have that here. 

The Witness: I think there was a kind of big hunt for that yesterday. I 
bave the minutes. 

The CHatrmaAn: Of course, I don’t mind saying—speaking for myself—it 
immediately puts your $3.15 out of gear. 

The Witness: Out of kilter? Well, I will be glad to work these figures up 
the other way, if you like. I was trying to present a fair picture. 


By Mr. Factor: 

Q. Let me ask this: You said that the price in the Maritime provinces, 
delivered, is the f.o.b. price in Quebec. That means that 2-12-6 in the Maritimes 
sells for $25, is that right?—A. Yes. ) 

Q. Delivered?—A. I said approximately. 

Q. Well, yes, approximately?—A. I think so. 

@. Approximately then, the price of 2-12-6 in the Maritimes is $25 a ton?— 
A. Yes. 

Q. Making a spread or difference of $8.75 between western Ontario and the 
Maritimes?—A. Yes. 

Q. Now, what enters into this spread?—A. In the Maritimes I have to take 
my medicine on imports. 

Q. On what?—A. On imports, any raw materials coming to the Maritimes 
free of duty. 

Q. They come in all over Canada?—A. All the year around, so that we are 
really under more keen competition in the Maritimes than we are elsewhere. 


By Mr. Factor: 
Q. Is that the only factor that enters into the spread of $8.75 between the 
Maritimes and Western Ontario?—A. My raw materials would be cheaper in the 
Maritimes than in Western Ontario, because the Maritimes are on the seaboard. 


By Mr. Sommerville: 

Q. Not very much of a differential, I think you have already recognized 
that freight is negligible?—A. No, I do not think so. I said around $2. Let us 
take the same freight, I am talking about raw materials. 

Q. Yes?—A. Now, if I bring Potash into my Halifax plant, I can put a boat 
right alongside of it, and put it into my plant for about 25 cents a ton unloading, 
and I have a wharfage charge of 10 cents. If I bring that stuff to my Hamilton 
plant—I will say this that the railroads in competition at import times issue 
special freight rates from Montreal to the various fertilizer plants in Ontario, 
$3.50, that is competitive to the boat rate of bringing it in. 

@. But you have had it come by boat right to Hamilton and had the boat 
take away canned goods on the return journey?—A. If we help the canners out 
I am glad. When it comes to bringing it in ocean boats, they do not come to 
Hamilton, that must be trans-shipped to Montreal. 
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Q. You have had tramp steamers come right up there with your potash, 
so I am informed?—A. Never to Canadian Industries, we have never had a 
tramp steamer come direct to our dock in Hamilton in the interests of our 
fertilizers, 

Q. No potash?—A. If some of the Ane manufacturers have, I don’t know. 
We have not, we have had to transfer every pound of it. 


By Mr. Factor: 

Q. I still can’t see why there should be a spread of $8.75 between the 
Maritimes and Western Ontario; do you lose money on the Maritime business? 
—A. Yes. [I will say this, that last year—I am not trying to hide any thing— 
our fertilizer picture is drawn up differently in Eastern Canada than it is in 
Western Canada—when you ask me if we lose money in the Maritimes, we did 
not keep books separate for the Maritimes, and Quebec and Ontario. That 
could be broken down and we would be elad to do it. To my mind I am 
satisfied that our $100,000 loss per year is divided between the three districts. 


By Mr, Ilsley: 
Q. In your mixing plant at Halifax, do you use this cheaply manufactured 
superphosphate?—-A. I have been sending superphosphate from my Beloeil 
plant to Halifax on a freight rate of $3.40. 


By Mr. Edwards: 

Q. Has not the proximity of American establishments to the Maritimes 
something to do with it?—A. Yes. 

Q. You say you are meeting competition, and you made application is 
duty evaluation on the American product; has not that quite a lot to do with 
your Maritime situation; I mean, shipments from the United States into the 
Maritimes?—A. The very "fact that all ingredients enter Canada duty free means 
that our Canadian schedule of prices on mixed fertilizers could not be exor- 
bitant. 

Q. The mixed product coming in from the United States is subject to duty? 
—A. To 10 per cent, right. 

Q. Has not that competition from the United States tended to lower the 
price in the Maritimes?—A. Right. 

Q. That is a big feature, isn’t it?—A, That is right. 


By Mr. Young: 

Q. Which of these brands is the heaviest seller? ‘You have five in the red 
here, and three in black.—A. J would like to explain one or two grades of this— 
2-12-6 is carried at $1. 20, 2-12-10 is carried at $1; on 4-8-10 I make money in 
Ontario, $1.96. But 4-8- 10 is my largest seller in Quebec. I sold 2,014 tons in 
1933, as compared to 190 tons in Ontario: so if the Ontario man is penalized 
$1 96 on 190 tons, versus 2,014 tons, I do not think that is too unreasonable. 
Coming down to the 6-8- 10 where the Ontario man is penalized $3.44, I sold 
30 tons in Ontario as against 275 in Quebec. And coming down to 9-5- 7 which 
on the face of it I admit looks out of reason, $6.54, it is a new brand we brought 
on the market last year in Quebec—different agriculturists have got behind it 
and recommended it for fruit planting—last year my sales in Ontario were 
8 tons, so that on my extra 50 there, it is not a large amount. 


By Mr. Sommerville: 
Q. But if you sell 1,000 tons this year?—A, Undoubtedly the thing would 
come up for review. 
Q. Review, by whom?—A. By me, 
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- Q. Oh, yes. That is a fertilizer on the face of it that shows a difference of 
$12.45 per ton in Ontario above that of Quebec?—A. That is right. 
Q. Yes?—-A. Now, on the superphosphate, if you will note, I lost $5.05 a 
ton in Ontario, and on the 16 per cent $5.53. 


By Mr. Factor: 
Q. You say you lost, you mean you make less?—A. Either way is equally 
correct, I make less—yes. 


By Mr. Young: 
Q. If you lost in Quebec you mean you would lose more?—A, That is right 


By Mr. Kennedy (Peace River) : 

Q. What is the amount of your sales in Ontario and Quebec on Superphos- 
phate?—A. What is that? 

Q. The amount of your sales?—A. The amounts, I will have to tell you that 
broadly, because the figures I have here indicate my bulk Superphosphate ship- 
ments with my bagged. But I will say this, roughly in the province of Quebec, 
I am mixing much more Superphosphate than in Ontario, and my sales of 
Superphosphates would probably be ten to one, Quebec versus Ontario; in bag 
Superphosphate not so much—they would run about five to one—subject to 
verifying figures. 


By Mr, Sommerville: 
Q. Is it correct that all fertilizers have gone up $3 a ton higher in 1934 
than in 1933 in the province of Ontario?—A. No, sir. 
. Q. How much are they, generally. You would know, approximately?—A. 
Some of them are a little lower, some a little higher. I do not think there is 
a brand that shows the difference of a dollar. 


By the Chawman: 
~Q. Have you got your price lists?—A. Yes, sir. 
Q. Let us have your price list? 


By Mr. Sommerville: 
Q. You will fill that price list in any event?—A. I will. 


By Mr. Young: 

- Q. You say Mr. Grubb, that the ingredients used in mixing fertilizers 
are free, and there should be no difficulty in obtaining these supplies for mix- 
ing?—A. I can conceive of no difficulty. | 
Q. We have the evidence here that Mr. Scott set up a mixing plant at 
Aldershot, in the heart of the fruit district, and found it impossible to get these 
raw materials except by buying them from Canada Packers and paying them an 
extra $2 a ton as commission to get these raw materials. Now, Mr. Scott is 
not going to pay $2 a ton if he could avoid it. How do you account for that? 
—A.I do not know Canada Packers transactions. Mr. Scott asked us for a 
price on Super-Phosphate. 

~ Q. Yes?—A. We gave it to him. 
Q. And apparently he did not buy it from you?—A. No. 


By Mr. Factor: 
Q. In this 4-8-10 where the Ontario grower is penalized $1.96, you gave 
figures showing that you only secured 90 tons in Ontario and 2,000 odd tons in 
Quebec; is that right?—A. 90 tons in Ontario. 
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Q. Is there any arrangement between you and Canada Packers whereby 
you zone out the districts between you?—A. None whatever. 

Q. Do Canada Packers sell this kind, 4-8-10, which you sell in Ontario? 
—A. I would not think so, it is just a brand that is not sold to a great extent. 
There are government records showing the sales of each brand in the different 
provinces. There is no zoning arrangement of any kind. 


By Mr. Sommerville: 


Q. Yes?—A. Can we continue with this order here for Northumberland 
- County? ; 

Q. Yes, if you have anything further to say; but Mr. Scott—?—A. I do 
not want to avoid that. Scott asked us for a price on Super-Phosphate and we 

quoted him. 

Q. What price did you quote him?—A. I will be glad to detail it. 

Q. Was it the regular jobber’s price? —-A. I quoted him s.d.b.l. 

Q. What is that?—A. Sight draft bill of lading. 

Q. That would be for cash?-—A. Yes, sir, based on former experience. 


The CuatrmMan: Of course, that is your privilege. 
The Witness: I know. 


The Cuamman: ‘There is no question about that. But what price did 
you quote him, did you quote him the same price that. you would quote to any 
similar buyer. 

The Witness: The same price I would quote to any similar buyer. 


By Mr. Sommerville: 

Q. Although he was going into the mixing business?—A. If he had come 
to me for a thousand tons or two thousand tons, I would have quoted him a 
better price. 

Q. Apparently he went to Canada Packers and paid that $2 commission 
for buying the quantity he required?—A. I do not know about that, Canada 
Packers buy some of their super-phosphate from me, from 2,000 to 3,000 tons 
at a time. It is their privilege to sell it at any price they like. They may have 
undercut my quotation. 

- Q. Then on the basis of allowing Canada Packers $2 a ton commission, it 
cost him $36.10 per ton a hundred-pound bag?—A. $36.10 for Super-Phosphate. 

Q. For his fertilizer? —A. Impossible. 

Q. Because that exhibit that Mr. Robinson filed yesterday; we had the 
evidence of Mr. Robinson and Mr. Craise yesterday that it cost Scott $36.10, 
and he offered it for sale at $40.60 a ton with the Ontario list price at $50 a 
ton?—A. What is the material you are talking about. 

Q. Nitrate. And upon communicating with the International Fertilizers 
here, one of the companies in your association, he found that the list price was 
$50, according to your price, and they met the competition at Burlington by 
selling it for $41?—A. I do not think he should have any kick with the profit 
he made. 

Q. I beg your pardon?—-A. I do not think he should have any kick with 
the profit he made selling it at $41. 

Q. No, but if there is a $50 list price on Nitrate of Soda—your list price 
is $58 in Ontario?—A. Yes. 

Q. That is the credit price, and that would mean that the cash price would 
be $56. He buys it from one of your association members for $41, which allows 
for $15 in spread between the cash price and your list cash price. There is 
room for some profit there. There should not be any loss, should there?—A. 
Just a minute: if Mr. Scott is a dry mixer of any size at all, he can buy all the 
Nitrate of Soda that he wants in carload lots and land it at Burlington at $35 
a ton. 
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Q. Yes?—A. Was this Mr. Craise’s evidence? 
Q. Mr. Craise and Mr. Robinson. Mr, Robinson was the buyer of this par~ 
ticular lot, and it was bought just last Monday—a week ago yesterday. 


By Mr. Factor: 

Q. He did say that nitrate of soda at St. Catharines last Monday was $50? 
—A. Let us take Craise: we sold him 20 tons of nitrate of soda at St. Catharines 
in a carload lot, which meant that we did not have to rehandle it, at $34.90. 
That is what he paid. We sold him that. I have the invoices here. 

. When?—A. I will tell you—March 29. 

. This year?—A. This year. 

. That is one carload of nitrate of soda delivered at—?—A. St. Catharines. 
. And the price was—?—A. $34.90. 

. And the list price is $56%?—A. Right. Now he could resell that— 

. That means $22 per ton difference between the price he paid and your 
cash price list?—A. Yes. . 

Q. And that is equivalent to 80 per cent of an increase over the price he 
paid?—A. Yes. 

Q. Rather a large margin?—A. I do not think so. He can resell that— 


OOHHDHLO 


By Mr. Factor: 


Q. You don’t think so; 80 per cent you say is not a large margin?—A. If 
you could get it on a sufficient tonnage, it would be robbery of a kind. 


By Mr. Sommerville: 


Q. How does the farmer know he can buy in carloads? Here is your price 
ist which you put out and which you apparently endeavour to maintain through 
the members of your association. How does the ordinary farmer know that there 
is such an enormous variation between one man who buys a car for $34 and 
another man who comes in and gets a ton and buys it at $56?—A. I think it is 
rather generally known; it is certainly generally known among the growers—we 
have a car here we sold the Vineland Growers. 

Q. And you sold the Vineland Growers at what amount?—A. $35.90, and 
I understand we have only charged them a dollar on freight, which would make 
it $34.90. 

By Mr. Factor: 


Q. And at that price you make a reasonable profit selling in carload lots? 
—-A. We make them $1.80 to $2 per ton, it varies I think in different seasons of 
the year; and incidentally we do not handle that in our plants. 


By Mr. Sommerville: 


Q. At that rate when you sell at $56 you certainly do make a substantial 
profit?—A. Let us see how much we sell. 

@. I do not know how much you sell, but the whole amount you sell is sold 
largely on the basis of your price list, is it not; on the basis of your agreed price 
list?—A. We sold nitrate of soda this season in Ontario, three carload shipments 
totalling 55 tons. 

@. Yes?—A. Any time we find there is an agent or a merchant handling 
any amount of nitrate of soda, we certainly advise him as to the cheapest way 
he can get it, which is carload lots. If we don’t our competitor will. 


By the Chairman; 


Q. Every time we put our finger on something that looks rather unusual we 
have you saying that you have sold three or four tons of it. I am beginning to 


-~ 
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wonder what items there are here which you do handle in quantity?—A. I could 
give them to you. 

- Q. Do you mean you only sold three carloads of nitrate of soda?—A. I had 
not finished. I sold shipments of carload lots, a total of 55 tons, and I sold 95 
shipments which totalled 28 tons. 

Q. Twenty-eight tons?—A. Yes. These 95 shipments, a lot of them will 
have to go by truck; possibly some of it would go in a car of fertilizer—a bag 
or two bags, maybe two tons—the rest of it might have to go as 500-pound ship- 
ments by itself, possibly to Sault Ste. Marie or Windsor where our freight rate 
would be from $10 and $15 a ton. 


By Mr. Factor: 
Q. But the 95 shipments were sold?—A. At the long price. 


By Mr. Sommerville: 


Q. At the long price?—A. That is correct, 28 tons. 
Q. Twenty-eight tons, then, was sold at the long price of $56 cash, and the 
three shipments of 58 tons were sold at the $34 or $35 rate?—-A. That is right. 


By Mr. Factor: 


Q. Did you keep a record of the sales to the retailer of these brands, of how 
much you sold in 1933 of nitrate of soda?—A. I can get it. We do not keep 
everything quite in that detail, but it is not hard to dig it out. 


By Mr. Sommerville: 


Q. You will agree, Mr. Grubbs, that the farmer is justified in asking for an 
explanation of this big spread from $34 cash to a $56 cash rate, as between 
various buyers?—A. Certainly. 

Q. And what can you give him by way of explanation?—A. Well, to begin 
with on some of these items that were brought up, some of the smaller items which 
I think Mr. Stevens has mentioned. 


The CHarrMAN: Of course, they are not picked out because they are small? 


The Witness: Not by you gentlemen, no. But by the grower I think they 
possibly are. 


By Mr. Sommerville: 


Q. The grower comes here and says: last Monday I called you up to buy 
fertilizer and the best I could buy it at was $50; then I went to the Independent, 
where there was an Independent in competition with a member of the association, 
and I was given $41 cash; that is $9 I saved that day because there was an 
Independent in the field; and that $9 represents better than about 20 odd per 
cent I saved that day through the competition; whereas, over at St. Catharines 
where the was no competition, the grower says, I had to pay $50 a ton?—A. If 
you did, I do not understand it. Mr. Craise, who testified here, has a brother 
and they are joint owners in the St. Catharines Cold Storage. We sold them a 
carload at $34.60, and I understand they resold it at $41 a ton. 


By the Chairman: 


Q. Which was not unreasonable, on the basis of the difference between $58 
a ton?—A. To any place that there is any quantity of nitrate of soda delivered, 
where they can buy in carload lots, I will be glad to deliver it and explain to 
them how they can save on that $50 price. 

Q. You went to considerable pains here about that; yes, and you made 
the impression upon the committee that anyone anywhere could get the raw 
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material for mixing their own fertilizer without any difficulty at all. Now, does 
not your recent statement, about selling such a very small quantity of nitrate 
of soda—one of the main ingredients of fertilizer—indicate that you and the 
larger firms discourage the mixing of fertilizer by the grower. Your price list 
would also indicate a very marked discouragement of it in order to force, shall 
I say, the buying of your mixed fertilizer—your commercial brand?—A. We 
prefer selling mixed fertilizers. 

Q. All of the growers tell us they cannot buy materials except under difficult 
circumstances? | 

Mr. SoMMERVILLE: And at very high prices. 


By the Charman: 
Q. You say there is no difficulty at all. On the other hand it is pretty clear 
I should say that your—I do not say it is wrong, but it is a fact—that your whole 
effort is bent upon selling your brand fertilizers?—A. We prefer selling them for 
our own good, and we think for the grower’s good. 


By Mr. Sommerville: 
Q. There are legitimate reasons behind it, Mr. Grubb?—-A. My point is this, 
we are not primarily interested in selling— 


By: the Chairman: 

Q. Are you not primarily interested in discouraging the buying of that in 
that way?—A. I would not say that is primary. I would certainly say we do 
prefer to manufacture mixed goods, and to sell mixed goods; that is what we 
built our plants for. We could put in our own stock of raw materials, and we 
could say we would not sell this potash, soda and the others—that we are using 
it all for our own purposes. 


By Mr. Sommerville: 

Q. I suggest to you, in the province of Quebec, where on your own statement 
there is a large amount of home mixing, did not you make a price to suit that 
home mixing condition; but in the province of Ontario you have discouraged it, 
and the price is made accordingly?—A. I do not think that is a statement of fact 
based on our costs. 


By Mr. Ilsley: 


Q. It is certainly true in the Maritime Provinces, home mixing has a relation 
to the price down there, hasn’t it?—A. It is a benefit, no question about it. 
Q. Particularly in Prince Edward Island? 


By Mr. Factor: 


Q. In Mr. Robinson’s brief he tells us that your company did reach an 
understanding which had for its objective the stamping out of home mixing and 
the discouragement of the establishment of a type of satisfactory home mixing 
by groups of growers. He says the grower should secure the materials, but only 
through controlled channels in which the price is rigidly maintained. What is 
your observation on that practice?—A. I do not think it is true. 

Q. Well, the price at which you are selling nitrate of soda seems to me 
to corroborate it?—A. I do not remember. As I say, I am general manager, 
and I may not be in touch with all the details of the business. But I must say 
I do not remember any kicks, or certainly if there had been many, they would 
have come to my attention. But with respect to this Nitrate of Soda business, 
I would say that these are small articles and there would be more kicks, as I 
ney because in the total the packages are smaller relative to the rest of our 

usiness. . 
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By Mr. Sommerville: 


Q. I would expect it would be on this price?—A. If there were any great 
kick on that ground they can always go and get a carload and distribute it. 


By the Chairman: 

Q. Why would you have a list price for Nitrate of Soda of $58 a ton—a 
time price—and a cash price of $56, when your commercial brand was appar- 
ently much lower, from $30 to $40? That is a spread of about $20 a ton above 
the price at which you are prepared to sell it in carload lots. Is not that in 
itself a complete discouragement to the purchase of that locally? Why would 
anybody be fool enough to buy it at that price?—A. In home mixing I do not 
believe anybody is using Nitrate of Soda, I think they would be using Sulphate 
of Ammonia, and the spread would not be quite so great. Let us check up 
on Sulphate of Ammonia, it is $46, and Sulphate of Potash— 


The CHAIRMAN: $72: 


The Witness: Here is one I have worked out on Sulphate of Ammonia. 
I did not know that Soda was coming up, or I would have worked that out. On 
Sulphate of Ammonia our spread between the carload price, $29 and which is 
very well known in the sections that use Sulphate of Ammonia, versus our less 
than than carload lot price of $46; and that looks like a lot of money, doesn’t it. 

Mr. Factor: -That is $17. 

The Witness: This $46 price: to start with we have to take off the agent’s 
discount, 11 per cent; and the dollar which goes to delivery, plus $2 cash dis- 
count, and I am down to $37.94, which is a spread of $8.94. We bring this Sul- 
phate of Ammonia into our plant and handle it through the plant—lI can sub- 
stantiate these figures on our plaut costs—at around $3.50 a ton small and large. 


By the Chairman: 

Q. For what?—A. For making mixed fertilizer and handling it there. 

Q. You are speaking of Sulphate of Ammonia, why do you apply $3 a ton? 
—A. We do not in our records set up a standard plant cost. We do set up separ- 
ate ingredient costs for each item that goes to the plant. 

Q. I may be very dense, but you say first you bring it into the plant? 
—A. Right. 

Q. Then you say there is $3.50 a ton. You don’t mean to say it costs $3.50 
a ton merely to handle it inside the plant?—-A. No, not for Sulphate of Ammonia. 

Q. Then why is it mentioned, that $3, where you resell it?—A. If I am 
putting 10,000 tons through my plant, we find our average cost of putting that 
through, that would be for our mixed fertilizer, and for resale ingredients, it 
is not far from $3.50. I will give the committee the exact cost. 

Q. Is that the cost of the material plus handling, or just handling that you 
are talking about?—A. That is just handling. 

Q. That is for mixing in with other material?—-A. That includes the over- 
head of my plant. That is my entire — 


By Mr. Factor: 


Q. That would not represent the cost of handli..x sulphate of ammonia?— 
A. No. Sulphate of ammonia I am willing to concede is a dollar. 


By the Chairman: 
Q. I confess you have got me mystified?—A. I am sorry, because I want 
to get you clear. 
Q. I am so simple that I cannot see how you relate merely taking intc 
storage and putting out of storage of the one article to the taking into storage 
and mixing formula?—A. We don’t. | 
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Q. I can’t see any relation there, but I may be all wet?—-A. No, you are 
not. Mr. Stevens, we are trying to get the red ink into black ink in the ferti- 
lizer industry. To do that, we are cutting down the amount of book-keeping, 
and our office records to a minimum. We decide, we will say at our Hamilton 
plant, that we are going to put 10,000 tons a year through. We find that the 
cost of operating that plant is $35,000. That takes in superintendence, hand- 
ling, book-keeping, machinery and labour. We strike an average that it cost 
$3.50 to put out and lay down there. If we want to get into a little more 
detail we can compare the price; and I find that to put a ton of sulphate of 
ammonia or nitrate of soda which does not come from our machinery, it merely 
means taking it off the car and putting it in the plant and putting it back, 
would cost a dollar, or 50 cents if you like. We can put that in there. Then 
our mix, I suppose, costs us $3.50; probably would go up, so that would be 
$3.75 or maybe $4. But we struck an average rate. 

Q. That is a very interesting lecture, but it does not alter the point or 
problem we are faced with, of the discouragement of people mixing their own 
fertilizer by abnormally high price lists of ingredients?—-A. What are you will- 
ing to accept, that I put it through the plant for a dollar? 


By Mr. Sommerville: 


Q. You will agree that you encourage the use of the mixed fertilizer ?— 
A. Of mixed fertilizer, yes. 

Q. Over the home-mixing?—A. Yes. 

Q. I think we could leave it that way?—A. May I finish this one point? 
Instead of saying $3.50 to put it through the plant, let us say a dollar. I 
really don’t believe you can unload a car, put it in and take it out for less than 
a dollar, and leave interest. 

The CHAIRMAN: I don’t see why you wasted fifteen minutes on the $3.50. 
You would never persuade me of that in forty years. If you have said a dollar 
in the first place, we would have got along faster. 


The Witness: I will put it at a dollar. 


By Mr. Factor: 


Q. Or 50 cents, we will say?—A. Make it 50 cents. 

Q. You said a dollar or 50 cents?-A. I am simple. I would rather state 
a dollar. I have a spread there to explain of $8.94, between my $46 less dis- 
count and my $29 price. That $8.94 I will explain is one dollar through my 
plant; the average freight and handling to the farmer’s barn of $3.50 makes it 
up to $4.50. I have gypped the farmer $4.44 as against a carload price of 
$29. 

By Mr. Sommerville: 


Q. He thinks you have gypped him three times that much?—A. I am 
afraid he does. I will go this far: We would much prefer to sell every ton of 
nitrate of soda that we sell, in carload lots, direct shipment and not see it, 
than have that money. . 

Q. But that is not possible, because you know the farmer does not use it? 
—A. That is quite right. 

Q. Your trade must meet the farmer’s needs. 


By Mr. Edwards: 


Q. Mr. Grubb, is it not a fact that these gardeners are anxious to purchase 
nitrate alone which promotes quick growth, at a certain time of the season 
when they are anxious to have it; so that it is very desirable that they should 
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be able to purchase at a fair price?—A. Yes. We still contend that our price 
of $46 is fair. I don’t believe it is unfair, where we would much rather sell 
at $29. 

By Mr. Sommerville: 


Q. From $29 to $46; you say a $17 spread is not unfair?—A. I have 
explained all but $4.44. I don’t know whether it is to your satisfaction or not. 


By the Chairman: 


Q. What are you talking about, nitrate of soda?—A. Sulphate of ammonia 
is what we were discussing. I had broken that down, and I had broken that 
down because I had just happened to pick on that. J will break down nitrate 
of soda. Of the sulphate of ammonia, by the way, we sold six shipments in car- 
loads this year, 137 tons, which would be at the $29 price, and we sold 66 
shipments of 29 tons. 


By the Chairman: 


Q. Of course, the buyers won’t buy that nitrate of soda and sulphate of 
ammonia at this price; that is, the small buyer. You know that?—A. Yes. 
@. He is forced to turn to the other? 


By Mr. Sommerville: 


Q. Take for instance this potash at the price of $72 on time a ton; and then 
turn to the mixed fertilizer that contains the most potash, that is 0-12-15. There 
are 12 parts of phosphoric acid and 15 of potash. You credit price for the 
mixture is $40.60, and your credit price to him for the potash alone is $72. That 
is a $32 of a spread. That is what you call encouraging the use of mixtures. 
Is that not the method of your encouragement?—A. J don’t think it is. 

Q. Is that the measure of your encouragement?—A. I should say not. 
When we entered the field—I can only speak for myself again—when we entered 
the field we found that Ontario, generally speaking, were using mixed fertilizers, 
which suited us fine. We have let it stay there. 


By Mr. Factor: 


Q. But you say that your tendency is to encourage the purchase of mixed 
fertilizers?—A. Yes. 

Q. What educational methods do you adopt in that encouragement’?—A. We 
have a development department with experts. We set out experiments on our 
own, and with the assistance of the different colleges in the different provinces. 


By Mr. Sommerville: 


Q. You contribute to the colleges?—A. Yes, and we run experiments of our 
own. We now have an experiment with fertilizer on pasturage that wiil cost us 
$3,000 or $4,000 before we are through. Incidentally, parts of it are allied to 
ingredients versus mixed fertilizer. We will await the answer with interest. 


By Mr. Factor: 


Q. You don’t think the high price of ingredients has anything to do with 
this policy of encouragement?—A. I had never considered it. I am perfectly 
willing to admit that in the Maritimes and in Quebec where the buck is given to 
us, that we are fighting against a lot of home-mixing, that the price we set on 
mixed fertilizers has something to do with it. But the problem has never come 
up in Ontario. 
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By the Chairman: 

Q. Why should you fight the farmer mixing his own, if he wants to mix his 
own? What right have you to throw impediments in the way of any farmer from 
buying the ingredients and mixing his own?—A. I don’t think “fight” is quite 
the word. Here is our idea on it. When raw materials are bought, they are 
not uniform in analysis, and they are not mechanically in the proper condition 
in a great many instances to be spread on the land. We get the best raw 
materials. 

Q. That is the business of the fellow who buys it. Why should you set up 
as judges over his actions?—A. I don’t say we are judging. 

Q. If he wants to buy potash and sulphate of ammonia and superphosphate 
and all the rest of it, and mix his own, why should you worry about whether he 
gets exactly a uniform grade? It is his funeral?—A. No, it is not his funeral. 
We are part of the corpse. We are intensely interested in the farming industry. — 


Mr. SOMMERVILLE: Some corpse. 


The Wirness: All right. If the farming industry does not succeed, the 
fertilizer industry does not succeed. We have ever so many things in common 
with the farmer. Now, if the farmer gets some of these materials with lumps, 
and not in the best mechanical condition and mixes them all together, he is not 
going to get an even mix, and in our opinion, he is not going to get an event crop. 


By Mr. Sommerville: 


Q. And if he does that, he will find it out mighty soon and then he will go 
to the mixture?—A. Right. 
Q. Let him try it?—A. Why should he not try to tell me? 


By the Chairman: 


Q. Some of the best farmers in the country, most experienced and intel- 
ligent men,—some of them have been buyers,—said they never do anything else 
but buy their own ingredients and mix their own, and said they would not 
bother with the other?—A. Yes. 

Q. You can’t persuade us that the farmer is so helpless and ignorant that 
he cannot do these things; but in the face of this price list, I can see that he has 
a very serious difficulty?—A. Yes. 

Q@. And that is the real object of this committee. What we want to know 
is why these abnormal prices are charged to the farmer for these ingredients?— 
A. Yes. Of course, Mr. Stevens, in the old days of the muzzle loader, a shooter 
used to think that he could buy his powder and his shot and his wads and make 
up a better cartridge than machinery; but I think that idea has changed. We 
have an idea that the farmer will also change his idea. 


By Mr. Sommerville: 


Q. Here is a complaint that comes to us from the Holland marsh. You 
know that, up the Holland river?—A. I have never been there. My district: 
manager goes there. 

Q. It is an area of 400 acres of garden land which has been reclaimed 
from the swamp, or from the marsh, and highly cultivated by Dutch growers. 
They say the buying of fertilizers in units, the grower to do his own mixing, 
is the proper method and would reduce the cost; but the trouble is that the 
fertilizer companies demand cash for the orders for ingredients, and charge 
them a high price for those ingredients so as to discourage it, and thus make 
it expensive for them to do it, and they must buy their mixed fertilizer from | 
you?—A. Yes. 

Q. Why should not a group of farmers like that, highly developed, in a 
very highly intensified market gardening area, not be able to buy their ingred- 
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ients reasonably, and let them make their own experiments?—-A. There is no 
reason at all. 

@. The price would seem to indicate that there is a very strong reason; 
and the fact is they don’t do it?—-A. Yes. First of all you said they could only 
buy them for cash. If they have the proper credit standing and we are willing 
to take some fairly long chances on the honesty of the grower, we will be 
delighted to sell them on credit. Now, if they are using any appreciable ton- 
nage, we will be delighted to sell them in carload lots, sulphate of ammonia at 
today’s price of $29; nitrate of soda, bring it from New York and give it to 
them to-day at $34 or $35 as the case may be; and potash at the best we can. 

Q. That apparently was not the experience of the farmers three weeks ago? 
—A. Well, if they had got in touch with Canadian Industries, Limited, it would 
have been the experience. If my salesmen did not get in touch with them, I 
will get after my salesmen. Now, if that little group of farmers wanted to buy 
a mixed carload of the three articles, we would not have given them those 
special carload prices; because honestly, irrespective of the arguments here, 
I still do not see that we could have afforded to do so. 


By Mr, Factor: 

Q. There is one thing that puzzles me, and I wish you would enlighten 
me. Apparently on the ingredients such as nitrate of soda and sulphate of 
ammonia, you make a handsome profit from the grower, and a reasonable profit 
from the carload lots. You tell me that you lose money on the fertilizer when 
you mix the fertilizer. Why should you encourage the grower to buy mixed 
fertilizer when you can sell ingredients and make money?—A. Well, the ingred- 


- ients in Ontario—people may claim it is on account of the high price—are a 


very small portion of our tonnage. And when you say we make money on the 
ingredients and lose it on the fertilizer, we don’t keep separate books on the 
ingredients versus mixed fertilizer. They are all in the one pot. 

Q. Why not encourage the sale of ingredients where you can make the 
same money?—A. We would then not be in the mixed fertilizer business. We 
would be jobbers then, instead of in the mixed fertilizer business. Merely 
change our line of vocation. 


By Mr. Edwards: 
Q. Is that not the answer?—A. I think it is, 
Q. You are in the mixed fertilizer business, and naturally want to sell your 
product?—A. Yes. 


Mr. Facror: And lose money. 


By Mr. Edwards: 
Q. Well, you are not anxious to sell individual ingredients. Otherwise, 
you are simply jobbers?—A. We sell the individual ingredients as a business, 
that is in instances where we find a large tonnage is wanted. 


By Mr. Sommerville: 


Q. Was there anything further you wanted to present?—A. Yes. 
Q. All right, go ahead?—A. We were talking about this Eastern Ontario 
thing, and then ‘this Brighton order. Now, I have worked out the Brighton 


order, this Northumberland County purchasing committee order, 


By the Charman: 
Q. We have evidence, by the way, that the order went to the Federee?— 
A. No, sir, the order came to us; the evidence was that the Federee turned the 
order down, The Federee tell me that they never had the order, and had no 
correspondence of any kind. We got the order. 
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By Mr. Sommerville: 

Q. What was your price on 2-12-6, the price at which you agreed to sell; 
the 2-12-6 was sold at $27 and the 4-8- 10 at $30, and the 5-6-9—?—A. Here is 
the break-down that will explain that, if you don’t mind, It is headed, com- 
parative cost of a shipment of prepared fertilizer, 45-3 tons Sulphate of 
Ammonia—40 tons of Sulphate came from Trail to the Northumberland County 
Purchasing Committee according to the invoice, 

Q. Now, this is something that you did sell to them?—A. Yes, sir, This is 
the order that we understood was offered to the Co- -op. Federee and refused, 
and then refused under pressure—which evidence might be correct. 

Q. Now, you don’t mean that?—A. I think there must be a misunder- 
standing, 

@. Which evidence, you say, may be correct; the evidence was it was under 
pressure, you have already said it was under pressure?—A, [I think we are not 
talking about the same order. 

Q. I see?—A. J have made up your whole file, with copies of the invoices. 
If the goods have come from the Quebec factory at the Quebec schedule versus 
the Ontario schedule, I find that the entire shipment, if it had been delivered 
at the Ontario schedule, would have cost them 70 cents a ton more. 

Q. That is your price from the Ontario price list?—-A. On these particular 
brands. And there were in these brands 11 mixed fertilizers, four of which are 
not commonly stocked in Quebec, and which I would have had to have made 
up specially and it would have cost the Northumberland growers—they would 
have saved 70 cents if I had shipped them from Quebec, There was this Sul- 
phate of Ammonia which came from Trail and which sells in Ontario and 
Quebec at $29, then the additional cost of mixed fertilizer, and Super-Phos- 
phates and ingredients to the Northumberland growers would have been $1.32 
a ton, 

Q. Yes, they would have paid more for the Ontario than for the Quebec? 
—A. That is correct. 


The CHAIRMAN: JI do not get what you are driving at. That is the way 
you work it out ultimately. 


The Witness: Here is the way I worked it out. We got an order here for 
85 tons from Northumberland County. 


By Mr, Sommerville: 


Q. Let’s get straight on that?—A. Yes, sir. 

Q. The order from Northumberland County covered four fertilizers, here 
are the four; and here are the prices quoted, and I want to ask you if you have 
figured them out on these prices; these prices are for carload lots prepaid to 
Brighton, Ontario?—A, Is that my quotation? 

Q. No, this is a Quebec quotation?—A,. I do not know anything about it. 

Q. This is a Quebec quotation that was subsequently turned down, and it 
was an order for 2-12-6 at $27 per ton at Brighton Station?—A,. I would not 
have sold it at that. 

Q. 4-8-10, $30 per ton at Brighton Station?—A. I would not have sold it 
at that. 

Q. And 5-6-9 at $30 per ton delivered at Brighton Station?—A. I would 
not have sold it at that. 

Q. And 6-8-10, $32 per ton at Brighton Station?—A. No. 

Q. Then you say these comparative figures do not mean anything?—A. 
Just a moment, Mr. Sommerville; that is not my quotation, I take no responsi- 
shen aia) yp (Mend & ‘he Northumberland growers wanted a bill of goods. The specifi- 
cations are on these invoices. 

Q. That is the bill of goods they subsequently ordered?-—A. That is right. 
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@. But you do not know whether it covers the same fertilizers as were 
ordered in the province of Quebec?—A, I understand that this was the entire 
requirement of the Northumberland Growers this year. Mr. Hunt, who testified 
here, was on the purchasing committee. They came to us and asked if we 


-would sell them 85 tons of mixed fertilizer. 


Q. I am talking about four mixtures only?—A. They did not ask us for 
that, I do not know anything about it. On this particular order if they had 
said to me that they wanted to buy it f.o.b. Beloeil I would have taken our 
price list and I would have priced it on the Quebec schedule, which I have done 
in one column, 

Q. Yes?—A. I should then have taken our Ontario price list and priced it 
on the other column, which I have done. On this particular order, had I sup- 
plied it on the Quebec schedule, it would have cost the Northumberland growers 


| 70 cents a ton less than it did. 


Q. That would depend—?—A. That has got nothing whatever to do with 


mixes, as far as mixtures—. 


Q. That would depend on the price at which you start?—A. I am starting 
with my Quebec published price list, which is my Bible. 

Q@. That is the Old Testament, Quebec?—A. I think so. 

Q. The New Testament is Western Ontario?—A. I would have priced it on 
my Ontario price list which is before the public to-day. Now, had I supplied 
that from my Quebec factory, it would have cost me, on the basis of the figures 
which I gave you, $162.96 more or a little over $2.00 a ton that I would have 


been out of pocket. 


By Mr. Edwards: 
@. Would you supply these Northumberland growers in carload lots on the 
same f.o.b. price as to the Quebec growers?—A. No. 
By the Chairman: 
Q. You won’t, and in your statement here this is what your loss amounted to? 


—A. I am not trying to hide anything. 


Q. You are not secreting anything?—-A. We do not seem to click on some of 


our dope. 


Q. We certainly do not. In this statement here of the prices delivered at 


Brighton you deduct the commissions and all the rest of it?—A. Which they 
‘get, and this is what they pay. 


Q. The fellow who buys paid it. The Brighton growers would have paid 


$1,700 in Hamilton for a certain list of goods they could have bought in Quebec 


at Beloeil for $1,245. If you add to that freight of $158 it means about $1,400 


as against $1,700 roughly speaking. That is what it would have cost the growers, 


a difference of around $300?—A. These growers in Brighton, as I understand it, 
are an association who buy collectively—have their own purchasing agent. In 
buying at the Ontario schedule, they paid out $70 a ton more on some 80 tons, 
which is about $56.00. 


By Mr. Factor: 


Q. That is not what the Chairman is pointing out. The Chairman is point- 
ing out that if you look at your list price the total of the eleven invoices on the 
list price in Ontario was $1,700 if bought in Hamilton?—A. Right. 

Q. The total list price if bought at Belceil is $1,245 for the same product?— 


_ A. That is right. 


Q. Now, eliminating for a moment all of these other figures, and adding a 
freight cost to the $1,245 of $158, that makes a total of $1,483 for the same 
goods for which the grower would have to pay $1,700 in Hamilton. Is not that 


_ -what you pointed out, Mr. Chairman? 
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Mr. SommervitLE: That is what you would have got. 

The CHARMAN: That is the advantage to the grower, could he buy in 
Quebec; but you say you will not sell him in Quebec for delivery in Ontario. 

The Wrirness: I do not think that is right. / 

The CHairMAN: It is nearly one o’clock, and I am getting a little weary 
and a little hungry. Shall we have this witness back here this afternoon? 

The Wrirnzss: I think I have a little more, because I am not honestly satis- 
fied with the feeling of the Committee just at present. 

The CuarrMAN: We will adjourn until 3.30. 


The Committee adjourned to meet again this day at 3.30 p.m. 


AFTERNOON SESSION 
The Committee resumed at 3.30 p.m. 


The Cuarrman: Gentlemen, we will proceed. 
Mr. SoMMERVILLE: We have several documents to be filed as exhibits. 


(Ontario Price Lists Fertilizer Products filed marked exhibit 185). 

(Copies of Tomato Growers Contract with the Canning Companies, filed, 
marked exhibit 186). 

(Statement filed by L. B. Reynolds, showing the cost of crating straw- 
berries, filed, marked exhibit 187). 

Mr. Sommervitte: Mr. Robinson desires to make a statement to the com- 
mittee. 

Mr. M. M. Rogsrnson: Mr. Chairman, it has come to our attention with- 
in the last day or two that some of the canning companies and some of the 
jam manufacturers are under the impression that our brief is not directed at 
them. I would like to have it made clear and definitely established that our 
brief is directed against all the canning companies in Ontario and all the jam 
manufacturers. We do not want any false impression to be created that it is 
against any one company in particular. I might say, sir, that within the last 
day of two we have found that it might be possible by a process of negotiation 
to settle some of our differences as they pertain to canning and jamming, and 
we would like to ask that further consideration of our brief and the points 
raised in it, as far as the canning industry and the jam industry are concerned, 
could be left over for a matter of two weeks in order to permit certain nego- 
tiations to be undertaken. 

The CuarrmMan: Well, Mr. Robinson, I gather that you wish to empha- 
size the point, first, that your brief is directed against the industry as a whole? 

Mr. Roprnson: Yes. 

The CuHairmMan: We fully understood that, and if there was any other 
idea abroad, of course I would hasten to correct it. There is no question of 
that. Your second point is that you wish the committee to be quite agreeable 
to an adjournment of further hearing of this particular subject. As we have 
two or three other subjects in hand that are scheduled to come along, we can 
grant you that, and I certainly wish you luck in ironing out your differences 
and difficulties in the meantime if you can. 

Mr. Rosinson: Thank you, sir. 

The CHairMAN: We will finish with Mr. Grubb on this question of fer- 
tilizer as quickly as we can. 

(Continuing the examination of Mr. Gruss). 

The CHatrMaAN: Proceed, Mr. Grubb. 
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Wirness: I will try to be as brief as possible. I think most of it isin. [ 
filed this morning a statement in connection with comparative costs to the 
Northumberland grower had they been invoiced at Hamilton prices versus 

Beloeil prices, and I think that a little study of the statement at vour leisure 
wil probably make it clear. I would like, however, in passing to state that 
_ while the price of $1,700.36, list price, delivered Brighton, ex Ontario versus 
_ $1,245.09 at Beloeil is the list price, it is not the price that the Northumber- 
land growers paid, neither is it the price that the grower paid. The final 
analysis is that the statement clearly shows discounts which applied in both 
_ instances and the net result was that the shipment of these goods from Hamil- 
» ton cost the Northumberland growers $59.73 more than had they been shipped 
_ from Beloeil. That boils down to a total additional cost per ton of 70 cents. 


Mr. Factor: I cannot agree with that. I have been studying that at the 
noon hour. I cannot agree with that, sir. 


Witness: Might I suggest that the copies of the invoices made out on 
both plants have been filed. 


‘a. The CuatirMAN: There is no use of us wrangling over this. The point at 
issue, aS far it concerns us is this: we are not dealing with isolated cases, we 
are dealing with something all the growers are affected by. The growers find 

a certain list price in Hamilton and all points west of Kingston. They find 

_ another certain list price in points east of Kingston including eastern Ontario 
and Quebec, and between these two list prices the average grower finds himself 
confronted with a strange discrepancy as far as western Ontario is concerned 
much against his interest. All I can say is that I fail to see in this or in any 

) _ other statement you have made any justification for the difference. 


Mr. Sommervitte: And further, the Ontario grower would prefer to buy 
_ on the Quebec list and pay freight from Quebec and save the difference if he 
_ could, but you say he cannot. 
Witness: Had I sufficient superphosphate at Beloeil I would be delighted 
to supply Canada with the cheap fertilizers; I have not got them. 
The CHatrMan: You are not prepared to sell a grower in western Ontario 
on the Quebec prices and ship to western Ontario? 


Witness: No, sir; I cannot. 


By Mr. Sommerville: 


Q. You and your company are manufacturers of superphosphate?—A. Yes. 

Q. How about the Canada Packers? They do not manufacture it?—A. No. 

Q. Do they import it?—A. They buy from me. I do not know their 

_ situation, but I should think they would not want to do it. On the other point 
_ as to our unwillingness to do it, I have filed a statement with the committee 
that you will have a chance to read at your leisure. If the costs set out are 
questioned, I hope that a government auditor will check it up. To clear up 
one other point. I was asked this morning as to how our sales of ingredients 
which the farmers might have for home mixing compared as against our total 
tonnage at Hamilton. Last year at Hamilton we sold and shipped 21,594 tons 
of fertilizer of all kinds. We sold in less than carload lots: sulphate of ammonia, 

_ 29 tons; potash, 67 tons; nitrate of soda, 28 tons, making a total of 124 tons, 
which is -58 per cent. The point I am trying to make here is that we are in 
the mixed fertilizer business. Let those who wish to handle materials attend 
to their own business. In that connection the point came up as to whether 
these materials are easily available. At noon I found an advertisement by the 
United Farmers Co-operative in Ontario who can buy in the open market car- 
loads of these various ingredients and advertise to the farmer that they are 

_ freely offered for sale. They would, undoubtedly, be offered to the farmer for 


_ Sale at less than our list price. We did not check them up. 
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Q. They have difficulty in getting them, do they not?—A. I do not see it. 
The CuamrMAN: The evidence before us shows they have. 


Witness: They are entitled to their opinion, If they can prove it, all 
right. I will sell them superphosphate. 


By Mr. Ilsley: 

Q. There is this to be said offhand that they can import; if they had any 
difficulty in buying it from you they can import?—A. They can import in the 
world’s markets. 

Q. If they tried to import superphosphate, would not they be confronted 
with the duty unless they proved that they have mixed it afterwards?—A. I am 
glad that point has come up because in Mr. Grose’s evidence it was not quite 
clear. The duty on superphosphate for use as such is 10 per cent, except from 
England, when it comes in free. The duty for superphosphate for mixing pur- 
poses is free from any place. The question came up in the House in connection 
with nitrate of soda and Mr. Rhodes made the statement, and I certainly think 
that superphosphate can come into the same category; or if nitrate of soda is 
mixed even with sand it would be a duty free product to the farmer. Now, 
that same thing would apply to the superphosphate. I know that in the Mari- 
times bagged superphosphate is brought into Canada by the agricultural socie- 
ties. The purchasers merely sign the statement it 1s for mixing purposes. Now, 
to mix that as he would, by Mr. Rhodes’ remarks, all he need do is to spread it 
- out under his apple trees and kick some sand over it with a hoe and get by. 


By Mr, Iisley: 


Q. Yes, I remember that very distinctly. That was dissented from—that 
interpretation of 623 of the tariff. It says pretty clearly when it comes in free 
and when it does not?—A. I think I can definitely make this statement that the 
people that import bagged superphosphate in the Maritimes—the Prince Edward 
potato growers and the boys in New Brunswick—they did not pay 10 per cent. 

Q. Even if they do not mix it with any other ingredient?—A. They merely 
sign the statement. I think it is rather regarded, when it is mixed on the 
farm, that it is mixed. 


By Mr. Kennedy (Peace River) : 

Q. Do you think that a concern like the United Farmers Co-operative would 

have any trouble in buying superphosphate on the world’s markets?—A. None 
whatever. They have done it in the past. 

Q. Could they buy any amount they want? 


A. I would say so. 


By Mr. Young: 

Q. Did your firm ask for this duty?—A. Yes. Which duty? 

Q. There is a duty on superphosphate?—A. I think the duty on super- 
phosphate was put on at the same time as the duty on mixed fertilizers. It is 
663 which was in 1930. We did not ask for that duty. That was before we 
had really gotten into the business. 

Q. Do you know who asked for it?—A. I understand that the Hastern 
Canada Fertilizer Association asked, and who was with them I do not know. I 
was not a member at that time. 

Q. You do not know why they asked for it?—A. To try to save a dying 
industry or an industry in dire distress. 

Q. To enable them to charge the farmer a little more?—A. As we are on 
that I will go out of my order. I would like to file this. We were asked this 
morning as to whether— 
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The CHAIRMAN: You say you want to file this. That will not be very intel- 
ligible on the record. 


Mr. SomMeERVILLE: The witness is filing a statement showing the consumers’ 
cash prices for various mixed fertilizers and 10 per cent superphosphates from 
1929 to the present time. 

Wirness: In Ontario. 

Mr. SoMMERVILLE: And indicating the drop in prices that has taken place 
on these fertilizers? 

Witness: Right. 


(Statement showing consumers’ cash prices for mixed fertilizers, 10 per cent 
superphosphates, 1929 to date, filed marked exhibit 188.) 


Witness: We were asked this morning had the price gone up a couple of 
dollars this spring of 1934 versus last spring. I think this statement will indicate 
that that is not correct. Now, I would like to point out in connection with this 
statement—I would like to point out that the duty of 10 per cent on mixed fer- 
tilizers and bagged superphosphates came into effect September 10, 1930. That 
is right on the statement. If you will look at the spring of 1930 versus the spring 
of 1931 prices you will notice that very item dropped. The reason was that it 
was figured that if the importations kept out our tonnage would increase and 
that we could afford to drop our prices. 


By Mr. Young: 
~ Q. Alongside of this you will file the prices of the ingredients on the world’s 
market to see whether the prices here dropped any faster than they did outside 
of Canada?—A. You mean if the raw materials dropped? 

Q. Nc, the superphosphate itself. You say you lowered the price $2?—A. 
I am not saying only superphosphate. 

Q. You lowered the price of mixed fertilizer because you had the market 
to yourself. What we want to know is what happened to the price outside of 
Canada at the same time?—A. It probably went down and as far as I know, it 
did. 

Q. Did it go down faster than it went down in Canada?—A. I could not 
answer that question. 

Q. You have no idea?—A. I am afraid I have not. 

Q. I am afraid your argument that you lowered the price because you had 
the market to yourself does not hold water?—A. It is a fact. The price came 
down when the duty came on. You cannot get away from that. 


Mr. Factor: It is a coincidence. 


- 


By Mr. Young: 


Q. The question we are concerned with is did it go down as much as it would 
have gone down if the duty had not gone on?—A. I will put it this way. If we 
had not got additional tonnage our costs would have gone up. 

(. I am speaking of the farmers’ costs at the moment?—A. You are asking 
me if the duty had not gone on if the price would be lower than it is? 

Q. Yes.—A. I do not think so. We certainly could not afford to make it any 
lower. 

Q. I am not concerned whether you are making it at all or not; I am con- 
cerned about what the farmer is paying for it?—A. I believe if the duty was 
taken off and if it was offered freely in here we would face the situation—I do 
not know if I am prepared to give the answer as to whether we would continue 
to operate or whether we would try to get a higher price and stay with what 
business we could get or not. It would be rather a serious decision. 
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Q. What we want to know is if the duty were off could the farmer buy his 
fertilizer cheaper?—A. I do not think he could. I will tell you this that in the 
United States this spring the duty went on—the price in fertilizer, I understand, 
has gone up $4 to $6 a ton. | 

Q. They are operating under some form of protection over there and the 
price has gone up. We are operating under a lesser protection and perhaps if 
we could get rid of it prices would come down?—A. Coincidence, if you like; it 
went down when we got the protection. | 


By Mr. Ilsley: | 
Q. There is one point about the superphosphate. The item is 663: 
Articles which enter into the cost of the manufacture of fertilizer when 
imported for use exclusively in the manufacture of fertilizers. 


Free, free, free. You say that the interpretation is that when superphosphate 
comes in and does not enter into the manufacture of fertilizers and is merely 
mixed with the soil it is treated as thereby becoming a new fertilizer and, there- 
fore, comes under that section?—A. That is really my understanding. 

Mr. SomMeErvILLE: I do not think so. 

Mr. Inusutey: That is not what the section says. 

The Wirness: There is this to it. If any farmer needs to bring it in 
legitimately he may mix it with potash and the other part of it and then it comes 

in duty free. 

. Mr. Instey: Yes, it comes under the wording of the section. 


By Mr. Sommerville: 

Q. If he can get it; but what they say is that from the sources in the United 
States from which they would get it they find difficulty in getting it and they 
suspect it is because of some arrangement with the Canadian manufacturer?— 
A. That is right. 

Q. The Canadian manufacturers are the largest customers of these American 
firms and, therefore, they cannot get it unless they are recognized fertilizer 
mixers?—A. I think they can buy it freely. 

Q. That is their evidence at any rate?—A. All right. That is not my view- 
point. 

Q. I would be surprised if they could buy it freely against many of their 
largest customers?—A. I am their competitor. 

Q. If you were one of their largest customers in buying that raw material 
from the United States I would be surprised if anybody could write down to 
the States and buy from that same firm in competition with you?—A. Well, I 
think they could. 


By Mr. Ilsley: 

Q. There is one other point suggested by Mr. Smith yesterday that, perhaps, 
the reason the prices were so low in Quebec and the Maritimes was because there 
was a price war on between yourselves and this International company which was 
described as a Holland company with plants at St. John and Quebec. Now, is 
that the case?—A. The International are members of our group. There is nothing 
to it. ar. 
Q. That is not the case?—A. No, it is not. I will also file with the commit- 
tee the losses of Canadian Industries Limited, fertilizer division. For 1931, 
$116,000; 1932, $130,000; 1938, $122,000. 


By Mr. Sommerville: | 


Q. It has been suggested in the growers’ brief, Mr. Grubb, that by reason of 
the recent advances in the making of fertilizers that there is considerable plant 


, 
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and equipment carried by the fertilizer companies that is quite unnecessary, and 


- 


ss 


that the cost, the overhead and the depreciation on those plants have created 

a condition where there are losses?—A. In that case they are presumably figuring 

that if everybody home-mixed it would not be necessary to have fertilizer plants. 
Mr. SoMMeERVILLE: No. That is not the indication. 


The Wirness: Aside from that, I remember the matter, and I say it was 
not clear to me, because they mentioned “ except superphosphate,” if I remember 
the way the clause read—page 29, I think. 


By Mr. Kennedy (Peace River): 
Q. What do you need for home-made mixing plant—a shovel and a few 
cradles?—A. A shovel and a barn floor; that is all—a little muscle. 
The CHAIRMAN: We were told most of them had the latter. 


By Mr. Factor: 

Q. In this statement on the profit and loss account you kept a separate 
account for the fertilizer division? —A. Yes. 

Q. Did you charge up salaries of the executives to that department?—A. 
That is worked out on proportion. As the Canadian Industries is in a large 
extent a holding company, we have eleven—ten or eleven different divisions or 
administrations as we call it so that the salaries of officials and items that cover 
the Canadian Industries as a whole is split on a basis that is worked out by 
our auditors. I believe it is on capital investment in different divisions—profits 
and losses in the different divisions and turnover in the different divisions. We 
get our proportion. 


By the Chairman: 
Q. Do you keep your Ontario plant separate from your Quebec plant?—A. 
No, but it could be very easily separated. | 
Q. Where does this loss occur, in Ontario or Quebec or where?—A. Well, 
we have never separated the accounts as between the Maritimes, Quebec and 


Ontario. We have separated the British Columbia account chiefly for the reason 


that we began out there in 1899 and the thing was carried along, and we went 
into business in Canada, in eastern Canada as a whole. In order to cut down 
bookkeeping and cut down everything else we have tried to keep it in the one 
account. 


The CuatrMan: You have a pretty good idea. 


_ The Wirness: I would say that our loss is undoubtedly in the three prov- 
inces. 
~ By Mr. Sommerville: 


. Q. Proportionately in the Maritimes where you give delivery for the same 
price as the Quebec price?—A. I would not be sure of that. I would rather 
break that down because, as I say, our costs down there are somewhat low; 
but we would be very glad to break down that statement and submit it, or 
have your own auditors do it. 


Mr. Senn: I think that should be done; it is quite important. 


The Witness: Here is the clause:—‘ we have reason to believe the farmers 
in respect to this last item are being asked to carry investments which in the light 
of modern knowledge of fertilizers are no longer economically sound.” The 
item was referred to, “Investment in plants for the manufacture of fertilizers, 
exclusive of superphosphate.” I do not quite understand “ exclusive of super- 
phosphate.” If they mean that superphosphate can be made in more modern 
plants than we have— 
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Mr. SommerrvittE: No. they mean the reverse. The investment in ,lants 
for the manufacture of fertilizers. 


The Witness: Of mixed fertilizers? I can only speak for our plant. We 
built our plant in eastern Ontario about four years ago—Ontario and Quebec 
four years ago. The one we have in the Maritimes we took over from Peter 
Jack and it was two years old. We have modern plants. When we built the 
plants of Quebec and Ontario our engineering department and our chemical 
department went through all the plants we could in the southern states. We 
got the best points we could get, and to the best of our knowledge we have the 
most modern plants in the world. We certainly hope so. 


By Mr. Factor: 


Q. What about the capacity of your plants in the mixing of fertilizers: is 
your capacity greater than you use now?—A. The capacity in Ontario, I 
think is about twice the consumption as a whole. 

Q. The total capacity?—A. The total capacity. 

Q. Your own capacity is very much larger than your consumption?—A. Yes. 


By Mr. Ilsley: 


Q. Is your company a subsidiary of the Imperial Chemicals?—A. No. 
Our company has as its largest stockholders the Imperial Chemicals and the 
Dupont Powder of the United States, neither one controls it. They both have 
seats on our board. There is additional stock outside of what they hold. We 


run our own show in Canada, always being able to get any information or ~ 


help that we want in a technical way or a practical way from either of the others. 


By Mr. Young: 

Q. But they will not fill any orders?—A. When it comes to fertilizers the 
Dupont do not manufacture fertilizers of superphosphates. The Imperial 
Chemicals manufacture nitrogen. That is nitrogen of soda and sulphate of 
ammonia. They do not make superphosphates. Excuse me, they make super- 
phosphate in one little old fashioned plant. Recently when there was a shortage 
of sulphate of ammonia in Canada—and I speak of a shipment that was required 
in May of this year—the goods were not forthcoming in Canada. The Imperial 
Chemicals would have liked to have taken the business but the home market 
price in England is considerably higher than it is in Canada and we felt that 
if they shipped to Canada there would be a dump assessed. I believe the sulphite 
of ammonia eventually came from Holland, or is coming from Holland. 


Q. The price in England is higher than in Canada; and the price in the © 


United States—is that higher than in Canada?—A. The price in the United 
States on sulphite of ammonia in carload lots to-day is the same as in Canada. 

Q. It is cheaper in Holland?—A. It is cheaper than in the United States. 
They are able to bring it in without paying dump on Canadian prices, so it must 
be cheaper. Our friends the Imperial Chemicals could not ship any and it was 
a sizable order, 3,000 tons, which is $75,000 which they would like to have had. 


Q. Do you know anything about this Dutch company operating in Quebec? ~ 


—A. That is the International Fertilizer. Now, I think I covered that. I have 
a comparison of the costs of 2-12-6, 4-8-10 and 2-8-6 which was asked for in 
both plants, and I will hand that in to the committee. This covers our actual 
costs for the year 1933 at both plants. We are putting in the 2-8-6 as we do 
not make any. This statement shows the cost of Beloeil which I said I would 
disclose to you. It includes as a depreciation charge on our plants and 
machinery 44 per cent which I think is reasonable in our costs. No interest on 
investment is ever shown on materials. It also shows our selling expense, our 


advertising and publicity, our administration of which I spoke and our develop- 
ment. 
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By Mr. Sommerville: 

Q. And this covers 2-12-6?—A. 4-8-10 which are made at the two plants 
in question. 

(Statement filed, marked exhibit 189). 

We were asked to file our prices in Ontario and Quebec which I do. We 
will send the others later. Attached to the prices are our instructions to our 
dealers or agents which are for their understanding. 

(List of prices and instructions to agents filed, marked exhibit 190). 

We were asked for the set-up showing our operative investment. I will file 
with the committee such a statement for the year ending March, 1933. The 
statement shows the amount invested in ingredients, in finished products, in 
plants, in open accounts. It separates our superphosphate plants from our 
dry mixing plants. 

(Statement for the year ending March 31st showing set-up operative 

investment, filed, marked exhibit 191). 


By Mr. Factor: 


Q. When was the C.I1.L. formed?—A. Canadian Industries Limited was 
formed in 1927—I think the change in name was made in 1926, or 1927—1927. 


By Mr. Kennedy (Peace River): 


Q. Did you do pretty well up to the coming of the depression?—A. We 
were not in the fertilizer business, except in British Columbia. I presume you 
are referring to the fertilizer end of the business. 

Q. Yes?—A. We were not in it. 

Q. Except in British Columbia?—A, Except in British Columbia. 

Q. You started in it in 1931?—A. In 1930 or 1931, I think it was in the 
fall of 1980. 

Q. Now, you are going to file with us minutes of the meeting of the Ontario, 
or the Eastern Canada Association?—A. They are there, that is the last meet- 
ing. | 

By the Chairman: 

Q. You made the price in 1934?—A. Not our own price, these are taken 
from other price lists. I merely wanted to show the general trend, These are 
the notes that were drawn up from the minutes of the meeting held in February, 
according to the book there. 


By Mr. Sommerville: 


Q. February 12, 1934?—A. That is in connection with our present spring 
schedule, and these instructions are, I think, complete, practically to the last 
detail. : 

Q. Yes, and these instructions then constitute your understanding of what 
was agreed upon at that meeting?—A. Right. 

Q. And it sets out the Ontario price schedule, terms, etc?—A. It does, 
together with a list of anybody getting special prices. 

Q. Together with a list of anybody vetting special prices, and I see a list 
of firms mentioned here; when you say special prices, these would be known 
to the rest of the trade?—A. Members of the trade. 

Q. Your association?—A. Yes. 

Q. And these facts and figures that you are now submitting would be 
known to the rest of the members of your association?—A. To our association. 

Q. Well, this must have taken quite a time to work out?—A. A committee 
was appointed to work that out, based on the discussions at the meeting natur- 
ally. 

Q. And this is fixing the trucking allowance which has been made from 
factory points to the growers?—A. Yes. 
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Q. Carload freight rates, trucking allowances; and then was this dis- 
tributed from headquarters of the association to the various members of the 
association?—A, I should say the secretary mailed it. I got my copy in the 
mail. 

@. From Mr. Mooney, the secretary?—A. I would say so. 7 

Q. That is from the association. These are what Mr. Grubb referred to 
as the minutes that show the results of their consultation on prices, terms, and 
conditions right through the spring season of 1934?—A. That is right, 

(Statement filed as Exhibit 192). 


By Mr. Sommerville: 

Q. Yes—A. The Question came up yesterday in connection with the | 
Timothy Eaton Company, and about 9 firms in Toronto who were referred to | 
as seed houses, and the suggestion was made that as they were “ good boys” that : 
they get their 5 per cent back without having to wait for it. voi. 

Q. Yes?—A. Now, I think in fairness a little further explanation is neces- | 
sary. To these 9 I notice that C.I.L. made sales to all of them. Whether the | 
rest of the association members made sales to all of them or not I do not know. | 
With the exception of the Dale Estate, of Brampton, they are all located in — 
Toronto. ‘The sales are on a hand-to-mouth basis, and the amount of the entire : 
bunch is 45 tons. The results, as I was saying Ontario shows 21,000 tons was | 
very small. They would order from one to three bags of fertilizer at a time, and | 
they would get it. We did not want a lot of additional bookkeeping, and in order | 
to get rid of taking care of all these separate items in our office —if they lived | 
up to their obligations until July 1st, they would have lived up to the stipulation | 
that they would get back their 5 per cent,—the Canadian Industries was respon- _ 
sible for their getting back their 5 per cent immediately. My sales manager | 
says this is causing me a lot of trouble in my office, and I said notify secretary 
Mooney of our proposal to give these people full discount right off the bat and 
clear it up. It will then be Mr. Mooney’s duty to circularize the contents of my 
letter to the other members of the association. 3 

). There are a lot of our people who would like to be in the same position, 
if it is a matter of saving bookkeeping, your bookkeeping could be saved to a 
very much greater extent?—A. The main idea of our withholding the 5 per cent 
is to keep our distributors in Ontario in the business; and I will also say that in 
many instances we have heard from them and they heartily endorse the present 
practice of holding back that money to assist in having everybody sell at the 
retail price. | 

Q. That is to say, they would be longer in the business if you hold their 
money for three months?—A. And they can sell at a profit, that is part of the 
story. Another piece of evidence came up here, and while possibly we are not the 
firm intended, I think it is only fair in reply to say that Mr. Craise advised that 
the Ontario market council tried to buy fertilizer at the Quebec price and were 
refused. We think an error has crept in. . 

@. You say you would refuse them now?—A. I say I would refuse them. 
But I wouid like to explain this little transaction, it will only take a few moments. 
We had a letter from Mr. Bower in 1932 to the effect that he could sell—or, if we 
would be interested in having the consumption of fertilizer materially increased 
in Ontario. I wired him saying that I would drop in and see him, I did see Mr. 
Bower and Mr. Paul Fisher, who I believe is one of the directors, and Mr. Paul 
Fisher explained that they would like to get the Quebec price—they wanted to 
buy cheaper than anybody in Ontario, and they wanted to go out and sell 
everybody and put our competitors out of business. I explained that we could not 
sell at the Quebec price because I did not have the necessary amount of acids and 
cheap material up there. I just asked him, was he prepared to give me orders in 
the fall for a definite tonnage and I could get busy and make it. He said no, we 
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can’t do that. I also said, what about financial responsibility; I understood the 
_ Canadian Markets Council was an association and he rather led me to believe that 
_as they got a grant from the Ontario government I should not question their 
' credit. However, I had our Mr. Carter, Sales Manager for Ontario, interview Mr. 
. Fairbairn, whom I believe is the Deputy Minister of Agriculture, and he said the 
~ Ontario Markets Council is not in the fertilizer business and they are not going 
_ into the fertilizer business. 

lf Mr. Grose, in his evidence yesterday: at page 2037 of the evidence, he said 
that we would not sell in Toronto. Now, while that is the statement, still he 
~ never asked the Canadian Industries if we would sell in Toronto at Quebec prices. 
- So he took it for granted. 

Mr. Facror: He was right. 


By Mr. Sommerville: 
Q. He was right. He must have known?—A. He is right. 


By the Chairman: 


. Q. Why bring it in question, you have told us three or four times today you 

won't. I would not waste any more time on it. Perhaps Mr. Gross was right. 
He may have been guessing, but he guessed right?—A. Well, he was guessing. 
Q. That is all right, but why affirm it now?—A. I think if a man is making 
sworn evidence he should stick to facts, he may have been refused. 


By Mr. Sommerville: 


Q. He must have been refused by some of your people, or all of them; 
you do not know of it?—A. He might have been. The other statement brings 
out—by the way, the depreciation on our plant is 4.5 per cent. By inference 
I rather gather it might be very much greater on some of these plants, they 
have been written off twice, ours has not. I think that winds me up, unless 


there are any questions. 


By Mr. Kennedy (Peace River): 


Q. With regard to supplying raw materials to the farmer, Super-Phosphate 
for instance: you have made the statement a number of times that you would 
supply Super-Phosphate. Would you supply the other ingredients if somebody 
came along with the money, or with a good line of credit, to enable the farmers 
to mix suitable mixtures for different crops; or is it Just Super-Phosphate that 
you intend to sell?—A. We will supply any of them. We do not make a point 
of pressing the sale of ingredients, aside from Super-Phosphate, because that 
is not our business. 

Q. But you would sell any of them?—A. We will sell any. 
| Q. Why do you say, on the other hand, you will not supply certain things 
to farmers?—-A. We will sell anything in the fertilizer industry. 
Q. To anybody, anywhere? 


Mr. SomMeRVILLE: At a price 


By Mr. Kennedy (Winnipeg): 
Q. At a price which makes it practically impossible for them to buy?—A. 
If there are any quantity buyers they can buy in carload lots, which really I 


think is a very good price. iu), TE 
Q. Personally I think that your evidence has been very illuminating, and 


very frankly put?—A. Thank you. 
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Q. Would it not be just as well to carry it right through. I am not saying 
it is wrong, to just state frankly; you have intimated to the committee that 
after all your business is the manufacture of fertilizers, blending the different 
ingredients and selling the finished product?—A. Yes. 


Q. Not only do you not press the sales of individual ingredients to farmers, - 


but you really actively discourage such sales. Let us just take that side of it, 


is not that a fact?—A. If we discouraged them absolutely, we would not put 


them on our price list. 


Q. Not absolutely. But your general policy is—A. Yes, I should Say yes. 
@. To discourage the purchase by farmers of individual ingredients?—A. | 


Yes, I think that is fair. 

(. And one method of discouraging it is putting the price, we won’t say 
making it prohibitive, at such a height that it is not practical for them to 
purchase?—A. Yes, but I will say this: this situation has crept up here, and 


seemingly there has been much difference of opinion on it; first, our entire | 


sales are .58 per cent. I would much rather drop the price $10 a ton, it does 
not amount to enough to us, and sell them and clean up the argument on our 
next price list. 

Q. My feeling is, Mr. Grubb, whatever are the facts if they are frankly 
stated, and you assume the responsibility naturally for such a policy, I can 
imagine that manufacturers who may be manufacturing certain lines of articles 
that require blends, they would not be disposed to sell the individual the com- 
ponent parts of such blends, and that apparently is the situation. I think it 
would clear the atmosphere if you would state that?—-A. I am quite willing to 
state that. 


Mr. SOMMERVILLE: Thank you, Mr. Grubb. 
The Witness: Thank you all for your patience. 


The Witness was discharged. 


Mr. SOMMERVILLE: We come now to a consideration of the rubber indus- 
try, and Mr. Hannay will present the introduction to this subject in a very 
short statement. After that, Mr. Sargeant will deal with the tire section, and 
Mr. Carlisle will then deal with the footwear section. 


Mr. A. B. Hannay, called and sworn, 


By Mr. Sommerville: 


Q. Mr. Hannay, you are secretary of an association known as the Rubber 
Manufacturers of Canada?—A. No, it is the Rubber Association of Canada. 

Q. And in that association you have at least two sections?—A. Yes. 

Q. And one section is known as what?—A. One section is known as the tire 
group, and the other section is the Rubber Footwear Manufacturers Association, 
although I would not say that they were in the Rubber Association. The 
members of these two groups, for the most part, are members of the Rubber 
Association and use its facilities. 

Q. Yes, but there are in the Rubber Association then these two eroups?— 
A. Well, the members of these two groups are members of the Rubber Asso- 
ciation. 

Q. And you are secretary?—A. Of the Rubber Association. 

Q. Then the Footwear Group have their own secretary, have they ?-—A. 
Footwear Group have their own secretary. 

Q. And the tire group have their own secretary?—A. I have frequently 
acted as secretary for the tire group. 


| 
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Q. We will thank you for your statement now, Mr. Hannay?—A. May I 
preface the statement by saying that under date of April 4, I received a letter 


from Mr. Hereford; the Rubber Association having been. mentioned by some 


witness before the committee, Mr. Hereford wrote and asked for certain infor- 


- mation, and asked if I would obtain it for him. Now, the information he asks 


for briefly— 

Q. You have it available now?—A. I have his letter. Arrangements re- 
garding discounts allowed from lst price, volume of rubber footwear and tires 
sold in 1933 in each customer-price classification, arrangements regarding resale 
price, imports of merchandise for five years and exports for five years, volume 
of business on footwear and tires, assets, realty and land values, duties paid, 
taxes paid, their payrolls for each week of 1933 and for each factory, number 


of employees by manufacturers for the year—male and female, and transporta- 


tion charges. On all these questions I have applied to the members and they 
have supplied me with the information, which I have compiled and will submit. 
Let me preface it by reading a brief memorandum, rather explanatory. May I 
say that the groups have asked me to read their memoranda, and after that 
will answer any questions or submit to an examination—the people who are 
actually operating. 

The Rubber Association of Canada has been directed to furnish this com- 
mittee of parliament with information regarding the production of rubber goods 
in Canada and the merchandising distribution of such goods in Canada and 
elsewhere. In addition to information calculated to measure the Canadian 
rubber industry in its totality, specific information has been asked for as to 
production, merchandising, employment and pay afforded, specifically, by the 
rubber tire industry and the rubber footwear industry of the country, as well 
as information relative to the exportation and importation of these goods. All 
the information desired of it will be given by the association as far as it is 
possible to do so. Certain information regarding the merchandising of rubber 
footwear will be presented by representatives of the Rubber Footwear Manu- 
facturers Association, and certain information regarding tire merchandising will 
be presented by the Tire Manufacturing Group. 

The Rubber Association of Canada, proper, was formed fourteen years ago, 
chiefly for the purpose of enabling information to be contributed confidentially 
by association members and compiled into weekly, monthly and annual state- 
ments of inventories, production, sales, etc., of tires, footwear and other rubber 
voods, so that each company-member would have something definite with which 
to measure itself and be guided in its producing and distributing activities and 
methods. 

It is agreed by association companies that this voluntary contribution of 
information by each, to be consolidated for the whole industry and its various 
branches, has been invaluable guidance to companies. It has directed them to 
seek business more actively at such times as demand and buying power existed 
and when business was to be had if properly sought. Also, in times of lower 
demand, figures disclosing smaller business for the whole industry, have shown 
the individual company that its loss of sales was proportionate to the decline 
of the whole and has thereby discouraged or prevented the individual company 
from resorting to improvident methods to obtain business that did not exist; 
when, but for this exchange of information and totalling of figures, a company 
might have believed its loss of sales was due to the activities of competitors, 
and have resorted to methods disadvantageous to itself and to the industry as 
a whole. This compilation of statistics perhaps has been the most useful feature 
of the association’s work. The statistics compiled for the guidance of asso- 
ciation members afford answers to most of the questions now asked on behalf 
of this committee, not merely for last year, but for many preceding years. A 
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statement is here offered giving, for the past fourteen years, the annual sales, 
employment, pay, assets, duties paid, taxes paid and freight paid. The statistics 
show that the Canadian rubber manufacturing business which was $66,500,000 
in 1920 and $85,250,000 in 1928, last year amounted to only $35,400,000 or con- 
siderably less than half the peak and not much more than half of what it was 
fourteen years ago. 


By Mr. Senn: 


@. That would be due to a lower price, or would it be due to a volume of 
business?—A. The volume of business is off too. I will submit figures to show 
that. | 

In tires, the business fell from $47,800,000 in 1928 to $15,900,000 in 1933, 
a decline of more than two-thirds. In footwear the business was $27 483,000 
in 1928 and about half that, or $14,000,000 in 1933. Exports of all rubber 
goods declined from $28,270,000 in 1929 to $6,400,000 last year, or less than a 
fourth of the peak. Unit production figures confirm the decline in manufac- 
turing indicated by the dollar figures. In 1928 there were produced in Canada 
a total of 4,252,000 tires and in 1933 the production was 1,844,000 tires, being a 
reduction of 2,408,000 units or 56-6 per cent. In 1928 there were 23,941,000 
pairs of rubber footwear produced and in 1933 the pairage production was 
13,716,000, a decline of 10,225,000 pairs or 42-7 per cent. 

These figures show that in plant capacity and in experienced work-people 
Canada is much over-supplied for to-day’s volume of business available and 
indicate why the average annual number of persons employed in Canadian 
rubber manufacturing declined from 17,896 in 1929 to 10,936 in 1933, the decline 
being 6,960 persons or 38-8 per cent; and why salaries and wages which totalled 
$21,725,000 in 1929 fell to $10,608,000 in 1933, a decline of $11,116,000 or 
D1 per cent. 

While earnings declined 51 per cent, employment declined only 38-8 per 
cent. This was due to the fact that the Canadian Rubber Manufacturing 
endeavoured to spread over as large a number of employees as possible the 
available volume of production, which necessitated going to a shorter hour week. 

In answer to an inquiry from the Committee, it may be stated that Asso- 
ciation and Government figures show the following for the industry for the 
year 1933: 


HSN SSTo [TESS ROA" OR wis iG ND ils et a $76 331,256 
Realty and -Plant values: i... 2, 44,539,096 
Tics. Dall te ye erro Lit gion bee, a 309,540 
PeXes ORI sen vag ote RL econ ee 2,388 845 
Transportation charges paid.. .. .. .. 1,950,772 


Average daily employment.. .. .. .. 10,936 persons 
UObal Daveroll ota es b. Sen eh ee 10,608,664 


Statements showing production of goods and the importation and exporta- 
tion of tires and of rubber footwear are attached as exhibits. 


Mr. Kennedy (Peace River): 


Q. Just before you go on from there, is there any improvement reflected in 
the current year?—A. I think there are indications of a slight improvement, 
those are the indications from the early months of the year. 


By Mr. Factor: 


Q. Who composes the Rubber Association, the rubber manufacturers?—A. 
The rubber manufacturers—it is inclusive of the leading and of most of the 
rubber manufacturers of the country, they are nearly all in it; that is, tires and 
belts and everything else. ; 


_ 


iy 
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The tire people asked me to read this:— 


Tire MERCHANDISING PRESENTED. BY THE TIRE MANUFACTURING GROUP 
OF THE RuBBER ASSOCIATION OF CANADA 


In the Canadian Tire Industry the producing companies are Good- 
year, Dunlop, Gutta Percha, Firestone, Dominion, Goodrich and Seiber- 
ling, all of which are members of the Association. Outside the Associa- 
tion, the following companies manufacture tires and tubes—Perfection 
Rubber Company, Ltd., Lachine, Quebec; Hannon Tire & Rubber Com- 
pany, Toronto and The Niagara Rubber Company of Beamsville, 
Ontario. 

The producing capacity of Canadian tire and tube plants is more than 
three times the present rate of production. The Association Companies 
meet and confer upon production and merchandising problems and ex- 
change information as to credits and tire adjusting. 

The Association Companies distribute their goods from factory (a) 
to company branches, to distributors or jobbers or to warehousemen or 
to dealers; or (b) through chain-stores and mail-order houses. 

In 1933 the sales of tires and tubes by the seven Associated Com- 
panies were as follows:— 


To regular dealers.. .. .. $7,569,239 42 


To distributors and jobbers... .. .. .. 1,860,912 87 
—_—_———_—_— $9,430,152 29 


To private-brand customer accounts.. .. .. .. .. ..$1,059,234 10 


The Association Companies issue price lists from which the dealer is 
sold at 20 per cent trade and 2 per cent cash discount on tires and 35 per 
cent and 2 per cent on tubes, plus earned bonus. The dealer may earn 
a bonus for volume sales, The bonus rates to dealers for passenger car 
sizes range from 2 per cent on sales between $500 to $1,500 a year and 
10 per cent for annual sales of $30,000 or over, For bus and truck S1Zes, 
there is an additional volume bonus ranging from 2 per cent on sales 
volume from $2,500 to $5,000 and 5 per cent on sales volume of $25,000 
and over, 

There are approximately 13,000 dealers in Canada. Approximately 
40 per cent of tire dealers earn a bonus. The average bonus paid in 1933 
was about 5 per cent, Tables of the bonus scale are attached. 

On shipments of 100 pounds and over to all customers, companies 
prepay transportation charges. 

Sales tax is included in the list prices and is, therefore, absorbed by 
the manufacturer. 

The excise tax of 2 cents per pound on tires and 3 cents per pound 
on tubes is charged to and paid by the dealer or the purchaser, 

From the price to the dealer, the distributor receives a maximum 
discount of 15 per cent. The warehouseman is paid 5 per cent on the 
value of the goods delivered from his warehouse. 


Private brand tires: In 1933, three of the association companies and three 
non-association companies manufactured and sold private brand tires. The 
following is a statement of the discounts from price list accorded to private 
brand accounts by the association companies, 

The first discount is on the equivalent to standard—that is standard com- 
pany—first and second line tires; the discount is 38 per cent net. The second 
discount is 41-4 per cent net, and the third discount, comparable to the first 
and second ones, is 44:2 per cent, There is a discount which is to be described 
as equivalent in quality to standard first and second line tires, with rubber, 
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cotton and moulds supplied by customer; the manufacturer charges for fabri-— 
cating cost plus, Equivalent in quality to second line tire is a discount of 38-8 | 
per cent net, and another of 44 per cent. On the third line, there is a discount 
of 33 per cent; on another line of customer or manufacturer, of 34-38 per cent; 
another of 35-2 per cent, and another of 36-2 per cent. 

Using the above discount, the following is a comparison of the prices at 
which tires are sold in eastern Canada by tire manufacturers, taking as an 
example a popular size tire—4-75 x 19 in the first, second and third grades. 
Now, taking the first grade, the dealer’s cost, if he earned the maximum bonus 
for that tire, would be $7.75, and if he earned the average bonus of 5 per cent, 
it would be $8.18; and if his business was so small he earned no bonus, the tire | 
would cost him $8.60. On the second line of tire, with a maximum bonus, the 
price would be $6.67; with the average bonus, $7.03, and with no bonus, $7.39. 
On the third line, with the maximum bonus, the price would be $5.01; with the 
average bonus, $5.27, and with no bonus, $5.54. The list price for the first line 
is $10.55, 20 per cent off that for the trade discount, and the 33 cent poundage 
tax, excise tax, The second line, the list price is $9, with 20 per cent off, plus 
33 cents excise tax; and the third line, $6.65 and excise tax; also 20 per cent 
discount, 


By Mr. Sommerville: 


Q. All those prices that are mentioned are subject to a 20 per cent discount? 
—A. Yes, to the dealer. 

Q. To the dealer?—A. To the buying dealer. 

Q. That is 20 per cent. That is reflected in your earlier memorandum that 
it would be $8.60 on the first line if he didn’t get any bonus; $8.18 if he got a 
bonus of 5 per cent, and $7.75 if he got a bonus of 10 per cent?—-A. That is cor- 
rect. Now, the customer’s private brand net cost contrasted with the mail order 
selling price— 


By Mr. Isley: 


@. I don’t understand about these private brands?—A. The private brand 
is a brand that is made by a manufacturer for an account which he sells. The 
tire is branded with the name of the seller, not with the name of the manufac- 
turer. 

Mr. SomMeErvILtLE: The distributor. It is a mail order brand, something 
specially made up for firms. } 

Mr. Iustry: Oh, yes. 

The Witness: That is a common trade term, private brand tire. 


By Mr. Sommerville: 


Q. I observe with respect to these private brands, that the amount of dis- 
~ count varies all the way from 33 per cent to 48 per cent?—A. Yes. 
Q. No, I am mistaken—44 per cent?—A. Yes. 
Q. As shown in this statement?—A. Yes. 
(. But there is one contract apparently outstanding in which the amount 
_ of discount is not shown?—A. True. 
(. Because in that case the brand is made, or the tire is made on a cost plus 
basis?—A. True. 
@. And the cost plus basis is made up of the cost of fabricating?—A. Yes. 
Q. The rubber and the cotton and the moulds being supplied by the cus- 
tomer for whom the special tires are made?—A. Yes, that is the statement. 
Q. That is the statement?—A. Yes. 


: 
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By Mr. Senn: 

Q. Mr. Hannay, those tires, I suppose, are made on different specification 
from the standard tires?—A. Well, I really am not able to answer technically; 
but others who have been subpoenaed and are present will be able to answer that 
last question. I can’t answer with confidence, if you will pardon me. 

Q. But you know something about advertising methods?—A. That would 


be very gladly given, but I am not in a position to give it. 


Mr. Iustey: Are there varying discounts as between private brands? 


Mr. SommervILLE: Apparently, yes. There is a list of ten different private 
brand contracts, and these ten different private brand contracts contain certain 


definite discounts. The variety of discounts is shown in the statement just read 


by Mr. Hannay. 

The WitTNEss: Yes. 

Mr. SoMMERVILLE: As running from 33 per cent up to 44-2 per cent, accord- 
ing to the various contracts. 

Mr. Kennepy (Peace River): The average dealer gets 125 per cent. 

Mr. SomMERVILLE: The dealer gets 20 per cent, plus a bonus if he sells from 


500 to 1,500, of 2 per cent; and a bonus if he sells over 30,000, of 10 per cent. 


By Mr. Isley: 

Q. That means that this private brand discount does not depend on the quan- 
tity bought; it depends on the brand, to some extent. Is that correct?—A. I am 
really not able to answer that. I suppose it is. If a manufacturer makes a con- 
tract with a customer for a private brand tire, he must have some idea. This is 


only assumption. 


Mr. SomMERVILLE: We will get that. 


By Mr. Ilsley: 
Q. I understood you to refer to three non-association companies?—A. Yes. 
Q. Are there some companies outside of the association?—A. Yes. We are 
not able to speak for them. Then, contrasting the customer’s cost of his private 
brand with the mail order selling price, in this size tire and type, being 4:75 by 


19, 4-ply, applying that first discount of 38 per cent, gives the private brand cost 


pany. 


4 


+ 


a 


o 
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for that, on that tire, of $6.87. 


By Mr. Sommerville: 


Q. That is the net cost to the firm for whom the private brand is made in 
that first and second line?—A. No, it is the net cost to the private brand com- 


Q. To the private brand company?—A. That is what the private brand com- 
pany would pay for it. 

Q. That is what I say. The private brand company that buys them, pays 
for them $6.87?—A. Yes. 

Q. That is what I thought?—A. And the next one is $6.51, and $6.52. 

Q. $6.22, according to the statement I have got?—A. Yes, $6.22. 38 per 
cent discount, 31:4 and 44-2 are the discounts applied. The mail order selling 
price for that tire is $7.75 catalogued, and $7.90 in the maritimes, where they 
catalogue it a little higher. In the case of the second grade tire, one is bought by 
private brand for $5.84, and another at $5.37, and each sold for $6.50. The third 
line, one is bought for $4.79; another for $4.69; another for $4.64; another for 
$4.57; and that is sold for $5.50, catalogued. 

Q. Mail order?—A. Yes. Now a comparison of dealer’s net costs with 
private brand customer’s average net cost, exclusive of the cost plus tires that 
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you mentioned. All the other tires than that cost plus are applied to this com- 
parison. Under (A), that is with maximum bonus of 20 per cent, the net cost 
to the dealer is $7.75, and to the private brand for a similar tire, $6.53, a differ- 
ence of $1.22 or 15 per cent. 

Q. The regular dealer pays 15 per cent more?—A. Or the private brand buys 
for less. I am not sure which way it is. 

Q. Or the private brand buys for 15 per cent less than the dealer?—A. 
Either one way or the other. 


By Mr. Isley: 
Q. Is that the dealer that gets the maximum bonus?—A. That is getting the 
maximum bonus. I will give you the figures on the other bonuses. 


By Mr. Young: 

Q. Those are the same tires, except with a different name?—A. Not always, 
sir, I believe. Again I must plead not very sure information. On the second 
tire, the dealer with the maximum bonus would buy for $6.67 and the private 
brand for $5.61, a difference of $1.06 or 15-8 per cent. On the third, the cost 
to the dealer with the maximum bonus is $5.01, the private brand cost, $4.67, a 
difference of 34 cents or 6:8 per cent on the third line tire. Now, making a com- 
parison with the average bonus earned, that is 5 per cent, the first is $8.18 as 
the dealer’s cost; the private brand cost, $6.53, a difference of $1.65 or 20-2 
per cent. On the second, dealer’s cost, $7.03; private brand cost, $5.61, a differ- 
ence of $1.42 or 21-9 per cent. On the third, $5.27 for the dealer; $4.67 for the 
private brand, a difference of 60 cents or 11-4 per cent. 

With the dealer getting no bonus, $8.60 against $6.53 for the private brand, 
a difference of $2.07 or 24-1 per cent; on the second one, $7.39 against $5.61, 
a difference of $1.78 or 24 per cent; and on the third, $5.54 against ia private 
brand cost of $4.67, a difference of 87 cents or 15-7 per cent. 

Q. All the percentages you have given us have been percentages of the 
amount by which the private brand is bought by the special customer less than 
a similar type tire would be bought by the regular dealer?—A. That is correct. 


By Mr. Young: 


Q. Whether it is the same tire or not?—-A. It may not be the same tire, but 
they are regarded as similar. 


By Mr. Ilsley: 


Q. It looks just as good to the consumer?—A. You are as good judges as 
to that, as lam. The tires are not identical, but they are similar. 

It is pointed out by the manufacturers of customer’s private brand tires that 
the above spread in the prices of manufacturers’ branded tires to the dealer, as 
against those charged the mail order houses for private brand tires, includes 
distribution costs as the manufacturer is relieved of freight, warehouse and adver- 
tising expense. 

Statement by association companies on their weekly or bi-monthly factory 
payrolls, and employees for each month of 1933, showing male and female separ- 
ately, are here offered for study by the committee. 


By Mr. Isley: 


Q. Before you leave this private brand story, are they overtaking the 
others, the ones that are sold to the dealers?—A. I don’t think I understand your 
question. 


Mr. SOMMERVILLE: Is the quantity increasing? 


, 
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By Mr. IIlsley: 
Q. Is the quantity increasing in proportion to the ones sold in the regular 
way to the dealers?—A. I don’t think I am able to answer that. 
| Q. You have those figures somewhere in that brief?—A. No. These figures 
were separately filed, I think. They were asked for by the committee. 


Mr. SOMMERVILLE: I have them here for 1933. 
The Witness: I am not able to contrast the past with the present in that. 


By Mr. Sommerville: , 

Q. But you have given the figures for 19833?—A. Yes. 

Q. That the total sale of tires by the seven association members to regular 
dealers and jobbers, amounted to $9,430,152.29?—-A. Yes, that is the statement. 

Q. While the sales of the seven association companies to private brand cus- 
tomers was $1,059,234.10?—A. Right. 

Q. That is for 1933?—A. Yes. Those are figures that were provided me 
after the committee asked for that information. I obtained the figures from the 
various companies and put them together. 

Mr. Intstey: Special customers seem to have an extraordinary advantage 
in purchasing tires. It would look as if they would be driving the others out, 
if it kept on. 

The CuarrMAN: There is a witness who will give that. 

The Wirness: Yes, Mr. Sargeant, I think. 

The CHAIRMAN: We will leave that to him. He will be able to answer that 
much better. 


By Mr. Sommerville: 

Q. Before you pass on then, in the comparison of the dealer’s net cost with 
the private brand customer’s cost, you have not given us the price or the advan- 
tage that it is to that private brand customer who buys his tires on a cost plus 
basis?—A. I think that may be provided by a subsequent witness. 

Q. I anticipate that that is more than, or a greater advantage than 44 per 
cent?—A. I am not able to answer that. 

Q. As shown as a special discount on this?—A. I am not able to tell you. 

The CuAIRMAN: One of the other witnesses will. 

Mr. SomMERVILLE: All right. I just wanted to have that clear. 


The Wirness: Now, I have the figures of pay, the number of employees 
weekly, the total earnings weekly, and the average weekly earnings, male and 
female, and male under 18 years—that is boys—for each of 52 weeks, and these 
are submitted by each company. 


By Mr. Factor: 
Q. What year is that?—A. That is for the year 1933. 


By Mr. Sommerville: 


Q. This is what?—A. That is one company. Here are figures for another 

company. I have them for each company. Then, because some of the com- 

_ panies gave them to me weekly, and some of them gave them for twice a month, 
gave them to me in two-week periods, it was impossible to put them together, 
so | am submitting them for each factory. 

Q. I think perhaps rather than examine on those at the present moment, 
if you will be good enough to leave them for us so that they can be studied, it 
would be better?—A. That is what I brought them for. 

Q. If you will keep them altogether?—A. I will keep them altogether. 

@. And they will be filed as an exhibit now?—A. Yes. 
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By the Chairman: 
Q. Just hand them in now, and we will file them as an exhibit?—-A. In this 
connection, I may say, that these are sometimes accompanied by explanatory 
memos which we think is only fair to submit. 


Mr. SoMMERVILLE: They will be attached. 

The Witness: They are attached. I would like to read this one, if I may. 
Mr. SOMMERVILLE: Yes. 

The Witness: One company says:— 


I am enclosing herewith data requested by the Stevens’ Committee 
on price spreads and mass buying, as outlined in your questionnaire on 
this subject. 

We have the following comments to make in connection with the 
answer to question No. 1, which is contained on statements marked “A” 
and “ B” attached. 

The average hours worked in 1933 were below normal. This is due 
to the fact that we early adopted a policy of spreading the work over 
a greater number of employees in order to avoid the necessity of making 
substantial lay-offs of workmen. This was accomplished by changing 
from three shifts of eight hours each to four shifts of six hours each. 

While your questionnaire does not request any figures for 1934, you 
will note that at the bottom of statements “ A” and “B” we have entered 
the corresponding figures for the pay periods ending March 22nd and 
29th respectively. This shows a material increase, not only in the num- 
ber of employees, but in the number of hours worked with approxi- 
mately 23 per cent increase in the average weekly earnings as compared 
with 1933. 

In making this return, we ee included all those employed in the 
manufacture of tires and tubes who are paid a daily, hourly or piece 
work basis, including all service departments such as engineering, stores, 
janitors, warehousing and shipping. 

It is noted that your questionnaire does not make it obligatory 
for the various companies in the industry to report their average hourly 
rates of pay and average number of hours worked per week. Our opinion 
is that unless you also secure this information in addition to that asked 
for in question No. 1, your report to the government will give the com- 
mittee neither an adequate nor comprehensive picture of the wage level 
in the industry. It is quite possible to have a low average rate per hour 
with high weekly earnings or vice versa. In other words, the employees’ 
earnings are not measured entirely by the average rate per hour but 
to a large extent depend on the number of hours worked.” 


By Mr. Factor: | 
Q. Those schedules are merely for the tires?—A. I have those for the foot- 
wear. 
Q. But those you are now producing have relation to tires?—A. Yes, those 
are tires only. 


(Statements showing figures of pay, oe of employees, etc., filed, marked 
Exhibit No. 193). 


By Mr. Young: 

Q. Apparently those factories run day and night, do they?—A. In some 
cases they do. I think it is found economical to keep heat on, if possible. 
Those are filed by members. That is for all tires. Also I desire to file the 
points of distribution. 
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The CHAIRMAN: Let us get them one at a time. 
(Statement of the points of distribution filed, marked Exhibit No. 194). 
The Wirness: Then, the tire bonus scale. 


By Mr. Sommerville: 


Q. That is, the scale upon which bonuses are granted on the sale of tires? 
—A. Yes. 


By the Charman: 
Q. That is what you have already described?—A. Yes. 


(Tire bonus scale filed, marked Exhibit No. 195). 


The Wirness: The imports and exports, and volume of domestic produc- 
tion in the past five years are shown on that sheet, 


(Statement of imports and exports, and volume of domestic production 
filed, marked Exhibit No. 196). 


The Wrrness: Then, this shows the total twelve months’ sale of tires, 
size by size. I think it was asked for. Some tires are very popular and sold 
largely, and some are not sold. 


(Statement showing twelve months’ sale of tires, filed, marked Exhibit 
No. 197). 


The Wrirness: Here is a record which has been filed for the information of 
the association itself, and the association members, over a period of fourteen 
years, starting in 1920 and concluding in 1933, giving the sales of tires, domes- 
tic, export and total; the average number of employees in each year; the pay 
to the employees in each year, fixed and liquid assets, the duty or tax paid ; 
relative holdings and transportation charges. That covers a fourteen year 
history. 

By Mr. Sommerville: 

Q. That is information which was available in your records, that you had 

for your own members?—A. Yes. 


(Statement covering fourteen years, 1920-33, filed, marked Exhibit No. 
198). 
Mr. SomMMERVILLE: That is very valuable. 7 
Mr, Factor: Mr. Chairman, do you expect every member of this committee 
to peruse and study those schedules? 
The Witness: We were asked for them, so we have given them. 


On behalf of the rubber footwear manufacturers’ association, I have been 
asked to read this brief:— 


We welcome the opportunity of appearing before your committee for the 
following reasons:— 

1. To assist your committee in any way possible with any information or 
to receive advice and suggestions, that will be helpful to this industry. 

2. To bring to your attention the problems of the manufacturers in the 
production, distribution and sale of rubber footwear. 

3. To place before your committee facts in‘connection with various state- 
ments that have been made to you by others from time to time. 


There has been a decided change in the last few years in the merchandising 
of rubber footwear, due to the introduction of a great many styles and types 
of footwear. The demand for these has been created to some extent by the 
change in climatic conditions and transportation methods. These changes have 
lessened the demand for rubber footwear. Statistics show the total sales of 
the industry are approximately 65 per cent of the figures of a few years ago. 
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When the volume of business was considerably greater, and not as much 
attention paid to styles, competition among the manufacturers was very keen; 
and as a result some firms were forced into bankruptcy or lhquidation, and later 
taken over by some of the other manufacturers. 

The capacity of the plants continuing operations was greater than necessary 
for the country’s requirements, allowing for a considerable volume produced for 
export. However, new manufacturers came into the field, and also some leather 
shoe manufacturers commenced the production of lines competitive with those 
of the rubber footwear manufacturers. ‘The export demand was curtailed owing 
largely to tariff changes and unfavourable exchange. These factors brought 
about a keener competition for the reduced consumption in Canada, and 
resulted at times in merchandise being sold below cost. 

The rapid change in styles brought with it a new problem—that of obsoles- 
cence—when manufacturers, in order to dispose of obsolete lines sold same at 
less than cost. This in turn forced down the price level of new lines, creating 
an additional form of competition. 

The creation of styles brought with it another problem, that of production 
costs, it being necessary to obtain volume for each style produced, if the cost was 
to be comparative with similar lines or other manufacturers’ prices. 

Naturally the larger customers could more readily place orders for quan- 
tities and therefore, with production costs and obsolescence in mind, they 
obtained more favourable prices, again intensifying the competition. This 
resulted in such buyers having an advantage over the smaller buyer, and steadily 
increased the large buyers’ purchases. 

The manufacturers realized the seriousness of this situation, and for that 
reason endeavoured at different times to bring about an equitable plan of 
merchandising, which would aid them in continuing in business. Their efforts 
in this direction met with very little success, as new problems were rapidly 
developing, which more than ever indicated the necessity for an organization 
that would operate efficiently and stabilize conditions within the industry. 

Following several meetings, the Canadian Rubber Footwear Manufacturers 
Association was formed in January, 1932, and has continued in operation since 
that date. 

The efforts of this association were immediately directed to the following: 
Standardization of styles; elimination of excess lines; withdrawal of numerous 
branch warehouse stocks; stabilization of prices; discount differential to apply 
to various classes of purchasers. 

A survey of the industry clearly indicated the absolute need of such a pro- 
gram, if the manufacturers expected to avoid bankruptcy. New lines were being 
continually added, lessening the production of lines they replaced. Several 
closely resembled others with minor changes. Additional colours were added to 
different ranges and a buyer wishing to purchase a fair quantity could practically 
buy made-to-order, and immediately introduce a new style. Manufacturers 
had established branch warehouse stocks at various points, resulting in five 
or six stocks being carried at a point where the total distribution would hardly 
warrant one stock. The manufacturers realized these conditions could be cor- 
rected only over a period of time, and considerable progress has been made in 
this direction. 

The industry was suddenly confronted with a new problem, that of importa- 
tions. Due to the Imperial Conference agreements, it is possible for goods 
manufactured in British possessions to enter Canada at considerably less than 
production costs in Canada, owing to the very low wage scales prevailing. 
Figures compiled from customs records show that in 1933 over 1,000,000 pairs 
of rubber and canvas shoes were imported into Canada. The quantity of imports 
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will no doubt increase unless some change in the existing conditions is brought 
about. For some months we have discussed this matter with various officials and 
departments of the Dominion government. 

The import agencies solicit business from only larger customers in order to 
escape selling and distribution costs, which again widens the spread between the 
large and small buyer, and therefore to-day stands in the way of Canadian 
manufacturers further correcting this condition, owing to their inability to 
compete with these very low laid down prices. 


By Mr. Sommerville: 


Q. Before you go on, may I ask if those figures of the 1933 imports are 
from the empire?—A. No, from the world. 


By Mr. Young: 
Q. From the world. You spoke of over a million pair?—A. Over a million 
air. 
Q. Have you got the value?—A. I think the value is given in that state- 
ment, is it not? 
Mr. Youna: I have the values here for 1933, rubber footwear $81,789 worth 
and rubber soled footwear $53,549 worth. 
Mr. SoMMERVILLE: Somebody will be in a position to give us that information 
in detail. } 
Witness: I have it myself. 
Mr. Youna: These are the fiscal years. 
Witness: Ours are the calendar year according to the book Mr. Stevens is 
looking at. 


The CHarrMAN: In 1933, according to this statement, boots and shoes of 
rubber 674,143 pairs. Then there is another class where there is Just canvas 
and rubber which is shown elsewhere. 

Witness: Here is a statement taken from that. The total footwear—that 
4 our turf and tennis—1,008,000 pairs, $316,979. Those are the government 

gures. 

Mr. Kennepy (Winnipeg): Where do they come from? 

Witness: Japan, Czecheslovakia and Singapore. Those are the principal 
sources. 

Mr. Kennepy (Winnipeg): Largely from those sources. 

The CHAIRMAN: Straits Settlements 566,000, Czechoslovakia 32,000, Japan 
2,000 of the full rubber; and there is the other class besides. 


By Mr. Young: 


Q. That is for 1933?—A. That is for the calendar year 1933. 
Q. I think it was for the fiscal year 1984?—A. Would that be 1933-34? 


Q. Fiscal year 1934; ending March 31st, 1934, rubber footwear $281,365. 


and for rubber soled footwear $79,390?—A. Those figures are quite comparable. 


By Mr. Kennedy (Winnipeg) : 

Q. Will you permit me a question. You have referred to the fact that there 
is a tremendous importation from the Straits Settlements, Czechoslovakia and 
Japan. What is the effect of that upon the rubber industry here in Canada?— 
A. They lose that business, and their prices are set. 

Q. I realize perfectly that they lose that business if they get in here and are 
sold; but I am referring to that sort of competition and whether it can be 
reasonably met?—A. I am less familiar with the details of the footwear business 
than I am with the tires. Another witness will take the care of that. 
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By Mr. Factor: 
Q. Do you know how the percentage of imports relates to the total trade? 
—A. No. It could be easily worked out because the dollar figures are given. 


B. Mr. Ilsley: | 

Q. You have not any division for Empire and non Empire sources?—A. For 
imports? Yes, they are contained right here. 

Mr. Kennepy (Winnipeg): Have you any idea of the fitness of this com- 
petition—I mean the actual product itself; does it stand up? 

Witness: Like everything, there are different qualities. I have heard just 
voit again speaking without authority, that they have poor stuff and good | 
stuff. 

Mr. Iustry: Certainly it is cheap stuff. 

Witness: Yes. May I continue. 

Mr. Factor: I notice in this statement that domestic sale of footwear 
amounted to $11,202,751 in 1933 and the importation amounted to roughly $360,- 
000. That is an infinitesimal part of your trade. 

The CHatrMan: Take the number of pairs and you will find the imports cost 
about 25 cents a pair. 

Witness: I think the cheap imports have a tendency to set the domestic 
prices in a rather disastrous way, but that will be dealt with by other witnesses. 


By Mr. Kennedy (Peace River): 

Q. You mean that prices are lower because of these imports?—A. Yes. 
Various statements and comparisons have been made by persons appearing before 
you in connection with the manufacture and sale of rubber footwear, which we 
will now endeavour to answer: in the first place, numerous comparisons were 
submitted as representing large buyer’s selling prices, against small buyers’ costs. 
It is quite possible that the comparison is on importations or, again, it may be a 
question of obsoletes or seconds, so that without further details or samples of 
the shoes in question, this cannot be determined. It was stated at one of the 
hearings that a special discount of 12 per cent was given to large buyers who 
sold only about 20 per cent of the total sales in Canada. We have already, in 
accordance with your request, prepared considerable statistical information, 
including sales to all classified lists. This information is in your possession, 
and clearly indicates that this statement is not according to fact. A statement 
was also made to the effect that one party might have bought two or three car- 
loads, but was told that his money was no good. We can hardly credit this in- 
formation, as any buyer who would purchase this quantity outright and take 
delivery to his own place of business, without requesting the manufacturer to 
assume credit responsibility for numerous other accounts, or to have the 
manufacturer arrange packages marked for reshipment, would have no difficulty 
in placing such an order with any of the manufacturers, provided his financial 
responsibility warranted the extension of credit for such a sum, and provided he 
tendered a definite order covering such a transaction. Undoubtedly the discount 
applicable to such a volume would be allowed. 

Mr. Iustey: The witness meant he could not get the same price as some- 
body else got. 

Mr. SoMMeErvILLE: For instance, you have in your “A” list “ discounts 
to listed account”. “A” list gets 12 per cent. “B” list gets 10 per cent. “C” 
list gets 8 per cent. “D” list gets 6 per cent. Now, “A” list used to get 14 
per cent, and at the time this 14 per cent was in operation, I think last year, 
this particular group tried to buy and were buying several hundred thousand. 
dollars worth of footwear, paying for it without there being any risk, and they 
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"were cut off. They were getting a 10 per cent discount although they were 
buying a great deal more than many of the firms that were in the “A” list. 
They were cut off and reduced to the lowest discounts, namely, 6 per cent, 


and told that their money was no good in getting them the increased discount. 


H Witness: The statement placed in my hands and which I am reading 
appears to contradict that, Mr. Sommerville. 

| Mr. Instey: Not what you have read. 

4 Witness: I think so. I may be wrong. : 

: The CuarrMAN: Let us hear the rest of it, because that is really one of 


the main points in this inquiry. 

; Witness: We can hardly credit this information, as any buyer who would 
_ purchase this quantity outright and take delivery to his place of business, with- 
out requesting the manufacturer to assume credit responsibility for numerous 
other accounts, or to have the manufacturer arrange packages marked for re- 
shipment would have no difficulty in placing such an order with any of the 
-manufacturers—and on similar terms for quantities. 
Mr. Iusuny: It does not say that. 
The CHAIRMAN: You say “any buyer”. Now, it happened, I believe, in 
the instance before us that there were a number of buyers grouped together. 

Witness: You will really have to get that— 

Mr. SOMMERVILLE: Yes, we will get that. 

Wirness: At different times manufacturers have been approached by so- 
called co-operative groups, requesting that they be allowed the maximum quan- 
tity discounts on their combined purchases, The argument is advanced that 
the saving to the manufacturers in reduced overhead would warrant this action. 
In the first place, however, the financial responsibility of the co-operative 
company which acts as a buyer for such groups, is usually inadequate and does 
not warrant the extension of credit required. 

Mr. Factor: In this case the co-operative group were willing to pay cash 
if they could get in the “A” class, according to the evidence given. There is 
no financial responsibility in that . 

} Wirness: They said they were. I read the evidence, and I do not think 
they put up a certified cheque. 
: Mr. SOMMERVILLE: It was the York Trading and Guarantee account, and 
I do not suppose any one of the dealers would hesitate about the York Trading 
- financial standing. . 

Witness: Experience has shown that it would still be necessary for the 


manufacturer to call on each individual merchant in the group to show new 


; lines, and obtain his order by assisting him in sorting his stuff, etc. Separate 
shipments would have to be made to each unit with duplicate invoicing, a copy 
_ being sent to the co-operative head office, so that in the end there is no actual 
saving to the manufacturer. One of the most important objections to this 
plan is that it would only result in the formation of more co-operative groups, 
to the detriment of the individual retailer who is in competition with the 
members of such groups. We would respectfully point out that co-operative 
buyers object to the extent to which volume is recognized for large individual 
buyers, while they still insist on more discount recognition for their own co- 
operative volume purchases. The industry has heard no concern expressed on 
the part of the co-operative buyers for the small individual merchants who do 
; not join co-operative through choice or necessity. In conclusion, we wish to 
state that we believe the co-operative efforts of the rubber footwear manufac- 
turers have resulted in improved and more stabilized conditions for the indus- 
try. The above is respectfully submitted on behalf of the Rubber Footwear 
_ Manufacturers of Canada, 


Ths i "ee eee 


oe ae 


SS ot a a OS SO me Se ree 


a 


2164 SPECIAL COMMITTEE 


Now, as in the case of the tires here are the weekly wage figures for each 
of the eight companies. | 

The CHarrMAN: You say “tires”; you mean footwear? 

WITNESS: I gave them for tires. As in the case of tires I am putting this 
in for footwear. 

Mr. Factor: Yor all the manufacturers in your association? 

Wrirness: Yes, there are eight companies. The figures—well, it is a figure 
for each factory. In one case one has two factories, and there is a report for 
each factory. 


By Mr. Kennedy (Winnipeg): 
@. Have we had the names of the companies to which you referred as being 
in your association?—A, The names of the footwear companies? 
@. Have we had the names of companies in the association?—A. Yes. 
Q. Have they been read into the record?—A. Yes. 


By Mr. Sommerville: 

Q. Give us the names of the footwear manufacturers?—-A. The Dominion 
Rubber Company—I am not sure of the exact title—Gutta Percha Rubber Lim- 
ited, the Kaufman Rubber Company, The Northern Rubber Company, Cana- 
dian Goderich Rubber Company, The Woodstock Rubber Company, and the 
Acton Rubber Company. 

Q. The Miner Rubber Company; you did not read that?—A. It is on the 
list. Now, that is all I have been asked to submit, sir. 

Mr. KENNEDY (Winnipeg): Those are the footwear companies in your 
association? 

WITNESS: Yes. 

Mr. Kennepy (Winnipeg): Now, have you the names of any other com- 
panies in your association? 

Mr, SomMeEnrvitLp: The tire companies have been read out in the tire 
section, 

Wirness: They are also listed in the file. 

The Cuairman: Here is this evidence of Mr. MacKay that I might read 
to you. It is to be found on page 442 of the evidence: — 

A. Yes, as contained in classification A or B; I might have bought 
three or four carloads of rubbers but they told me my money was no 
good, and they followed it up by saying “ we cannot do what you are 
asking us to do, we are in a certain classification and what you are ask- 
ing us to do is not in accordance with the rubber association business 
and we might find ourselves outside the classification.” 


And then Mr. Factor says: 
The Rubber Footwear situation, Mr. Chairman, does seem to war- 
rant a special investigation. 
And the witness goes on to say: 
They said if they did what I was asking them to do they would find 
themselves with their heads chopped off. 
Then Mr. Young asks: 
Q. Who would cut their heads off?—A. The Rubber Association. 
Then I asked: 


Q. Let us get this clear. Your point, Mr. Mackay, is that although 
you were able to secure a volume equal to, say, class A—?—A. Well, it 
might not be class A; it might be class B. 
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Q. Well, class B, you were denied the similar discounts to which 
class B was entitled?—A. Yes. I was told my money was no good; they 
refused to take my money. 


By Mr. Ilsley: 

Q. What you have just read would indicate that they do not want to deal 
with these co-operatives if they can help it. There is the answer?—A. I am refer- 
ring you to some one who really knows more about it. 

Q. That was in the statement contained in the tire brief?—A. My under- 
standing was that it was asked by the committee, did you not. 

Q. If some one, is Mr. Sargeant or Mr. Carlisle here? 


By Mr. Sommerville: 


Q. Well, you mentioned to me that Mr. Sargeant or Mr. Carlisle would deal 
with that end of it, and some one else with footwear. Possibly we had better 
have Mr. Sargeant. 


By Mr. Kennedy (Winnipeg): 


Q. Did these co-operative companies purchase for cash or credit?—A. Really 
T could not say, I never sold footwear. 

Q. I had in mind that co-operatives in the west by their constitution are not 
allowed to buy on credit? 


By Mr. Sommerville: 

Q. Which do you prefer to come first?—A. Mr. Carlisle represents the 
Rubber Association, and he talks for the people selling. I can give you very 
little information because I have no knowledge of the present range of tires. 

Mr. SoMMERVILLE: We will call Mr. Sargeant then. 


Mr. E. 8. SARGEANT, called and sworn, 


By Mr. Sommerville: 

Q. Mr. Sargeant, what company are you connected with?—A. I am vice- 
president and general manager of the Canadian Goodrich Company Limited. 

Q. And your factory is located?—-A. Kitchener, Ontario. 

Q. And your company is a member of the Rubber Association of which 
Mr. Hannay is Secretary?—A. That is right. 

Q. And you manufacture both tires and rubber footwear?—A. Yes, sir. 

Q. In the plant at Kitchener?—A. That is correct. 

Q. In connection with the tire business, Mr. Sargeant, Mr. Hannay has read 
a report about which some particulars are desired. But before questions are 
asked, are there any representations you desire to make?—-A. The only repre- 
sentations I desire to make is to say that we tried to reflect to the committee 
the facts of the case. 

Q. The exact situation with respect to tires?—A. That is correct. 

Q. Now, Mr. Sargeant, with respect to the list of ten cases that are referred 
to on page 2 of the Association’s statement showing the private brand tire and 
the discount from list price; will you explain to the committee just what the 
private brand is, so that we will have it on record, as against the standard 
brand?—A. It is generally known that a private brand tire is a tire branded 
with the name of the customer who sells it. 

Q. Yes?—A. On brands, what we term standard brands, they are tires bear- 
ing our own company brand. 

Q. Yes, all the standard brands bear your own name?—A. That is correct. 


/ 
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Q. And the private brands do not carry your name?—A. That is correct. 

Q. What objection would there be to your being required to have your own 
name as the manufacturer upon the private brand tire?—A. I do not know that 
that has ever come up for consideration. : 

Q. But what objection could there be to it?—A. Well, it is usually the 
practice with a private brand distributor, I would say that it is rather a common 
practice, to elect to distribute merchandise under a different name. do 

Q. Supposing the private brand firm’s name was on the tire, what objection 
could there be to adding your own as manufacturer?—A. I do not know of any 
objection. | 

Q. What effect would that have upon your distributors from coast to coast? 
—A. TI could not answer your question, sir; I mean, I do not know. I have never 
seen it tried. 

Q. Well, if your private brands—let me get this, your standard hrands you 
sell through the regular distribution system?—A. That is correct. 

Q. You sell to jobbers and to dealers?—A. Branches or distributors. 

Q. And on these there is a definite set basis of discount?—A. That is correct. 

Q. And the discount to dealers is 20 per cent?—A. On tires, yes. 

Q. And if they sell a certain volume they get a bonus in addition to that? 
—A. That is correct. 

Q. But the majority of them do not get a bonus, because they do not sell 
the volume?—A. I would not say that, when you have an average bonus of 5 
per cent they are all earning more or less. 


By Mr. Factor: 
Q. Is that the average for 1933?—A. That is correct. 


By Mr. Sommerville: 


Q. What was the average for 1983?—A. About 5 per cent. 

Q. But the statement says that approximately 40 per cent of the tire dealers 
earned a bonus. Then 60 per cent did not earn a bonus, according to the state- 
ment that was read by Mr. Hannay?—A. I would say that is about right. 

Q. But only the 40 per cent did earn a bonus, an average bonus of 5 per 
cent?—A. No, the bonus I would say is weighed against the total volume. 

(. Are you sure of that?—A. I am not positive, no; that was my under- 
standing. 

Q. That would hardly be so?—A. It might be, rather easily so. 

Q. That is the average for the total volume—when your largest bonus is 
10 per cent?—A. That is correct. 

Q. For those of over $30,000, and the bonus is paid to 40 per cent of tire 
dealers, and you think the average would run that?—A. Yes, I would think so, 
that would be our experience, Mr. Sommerville, speaking for our own company. 
My information is confirmed, Mr. Sommerville. 


By Mr. Young: 


(J. Supposing you take the full 10 per cent?—A. I can probably explain 
that to you, the larger volumes are located in the marketing centres, and they 
earn a maximum bonus. 

Q. Yes. Supposing the entire 40 per cent earned 10 per cent bonus, that 
would still leave 60 per cent that didn’t earn any? 

The CHatrMAN: No, no. 40 per cent; not the number of dealers. 

The Witness: Yes, it is on the volume. 


fe eS CHAIRMAN: Mr. Hannay has confirmed it so I imagine we can accept 
hat. 
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By Mr. Sommerville: 

Q. 5 per cent on the volume then?—A. That is correct; as a matter of fact, 
our own is a little higher than that. 

Q. Then your standard tires are set at certain prices, which are maintained 
prices—at least you seek to maintain them, let us put it that way?—A. That 
is correct. 

Q. And you require that they shall be sold to the public at certain prices? 
—A. No sir, we do not. 

Q. You do not do that?—A. No, sir. We would like to be able to have some 
way of influencing prices but we do not. 

Q. You do not fix the price at which the tire is to be sold to the public?— 
A. We have no control over that. 

Q. It is entirely a price to the dealer? —A. That is correct. 

Q. He then sells at whatever price he can get?—A. That is correct. 

Q. Have you any maximum?—A. No sir, none whatsoever. 

Q. Now then, private brands are usually sold at lower prices than your 
standard brands?—A. I believe that is the practice. 

Q. That is the experience?—A. That is the statement made here. 

Q. And if your name was on the private brand, would that not interfere 
very largely with your distribution, would not your distributors object to your 
putting out a brand for a private individual with your name on it, as everywhere 
the buyers are loading up with your standard cars?—A. I do not know that they 
would necessarily. 

Q. Have you had any complaints of any kind?—A. I have never had experi- 
ence, Mr. Sommerville. 

Q. Do you make any private brand tires?—A. Not under the survey of last 
year. 

Q. You did not last year?—A. No, sir. 

Q. But you are making one this year?—A. That is correct. 

Q. And you are making them on a cost plus basis?—A. Yes, sir. 

Q. And on that basis the customer supplies.the ingredients, does he?—A. Not 
with us. 

Q. Not with you, what does he supply?—A. He supplies the moulds. 

Q. The moulds only?—A. The moulds, the maintenance cost, and certain 
other charges. | 

Q. He supplies the moulds?—A. And any maintenance cost on the moulds. 

Q. And he pays the maintenance cost?—A. That is correct. 

Q. Anything else?—A. No, nothing in particular. 

Q. Now, as to costs, you say they are on the basis of your actual costs?—A. 


Yes, sir. 


Q. Supposing, for instance, you had bought rubber in advance at a low price, 
would that be taken on the basis of the cost of rubber to-day, or at the low price 


at which vou bought it?—A. They would pay for it on the same cost that every- 


body would be privileged to buy, at the same cost. 

Q. On the other hand, supposing you had bought cotton, we will say, in 
advance, and the price to-day was lower than the price which your contract pro- 
vided; would your cost-plus arrangement means that you would have to allow 
them the cost of cotton at present day prices?—A. No, sir. 


By Mr. Kennedy (Winnipeg) : 
Q. Would not the measure of cost be the replacement cost?—A. No, it is 
the actual cost. 


By Mr. Sommerville: 
Q. My reason for asking is that certain information came that the con- 
tractor for the cost-plus tire would take that which was the more favourable?— 
A. That is not correct. 
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Q. As far as your contracts are concerned?—A. Yes. 

Q. So you are taking the actual cost at the present time?—A. Absolutely, 
that is correct. 

Q. And add to that the plus figure?—A. That is correct. | 

Q. Now, does that give them the advantage of more or less than the discounts 
that are shown here?—A. I would say slightly more. 

Q. So that the buyers of the private mark tire have better than a 44 per) 
cent discount?—A. Yes. 


By Mr. Factor: 
Q. Are they of the same quality?—A. The specifications are approximately 


the same, not quite. 
Q. On the standard brand and the private?—A. That is correct. 


By Mr. Senn: 
Q. Do you exercise any supervision over the advertising done for these ieciall 


A. None whatsoever. | 
Q. ‘They are allowed to do what they like absolutely on that situation?—A. | 


Yes. 
Q. Through the ee ore houses and catalogues?—A. I cannot answer étiatl 
question. 


By Mr. Young: | 
Q. Does the same guarantee go with the private brand as with yours?—A. 


Yes. 
Q. Is it the same quality of tire?—A. Yes. 


By Mr. Senn: 
Q. Is it your guarantee, or the guarantee of the man who buys it?—A. It is 
theirs. 
By Mr. Sommerville: 


Q. Do they require you to give a sarin ire Only as to workmanship 
and material, which is our standard. 

Q. Your standard guarantee?—A. Well, I mean that has always been a part 
of our standard guarantee. 

Q. What I mean is when you sell a special private brand, do you give 
any guarantee to the company that buys it?—-A. Other than workmanship and 
material. 

Q. You give more of a guarantee to your dealers, do you?—A. Yes, we do. 

Q. Then, do the company that have a private brand not require you to live 
up to the same kind of a guarantee that you give to your own dealer?—A. No, 
sir, ' 
Q. And they assume all risks of the guarantee which they give?—A. That 
is correct. 

Q. And is the guarantee which they give as broad as the guarantee which 
your dealers give on your standard tires?—A. It is the same. 


By Mr. Factor: 


Q. What is there beyond workmanship and materials?—A. Road hazard. 
Q. That is, so many thousand miles per tire?—A. No, the road hazard 
guarantee 1s not, 


By Mr. Kennedy (Peace River): 
Q. The road hazard guarantee gives, for one year?—A. That is correct. 
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By the Chairman: 
Q. If you make a tire for a special brand, do you take any objection to 
the distributor advertising those as if they were of a higher quality?—A. I am 
not confronted with that problem. - 
Q. You have never been confronted with it?—A. No. 


By Mr. Young: 
Q. The impression prevails throughout the country that these special brand 
tires are not as good as the others, you say that is not the case?—A. I cannot 
speak for other manufacturers, 


By Mr. Factor. 

Q. They do sell these private brand tires cheaper to the individual pro- 
ducer?—A. That is a matter of distribution. I mean, it is shown here in the facts 
we have presented. 

Q. That is how they can succeed in selling them cheaper, because of the 
low cost of distribution?—A. That is correct. 

Q. As a manufacturer, you are not complaining of the system of private 
brands?—-A. We are not complaining about the system, no sir. The only 


difficulty confronting us is the vicious price cutting that goes on in the market, 


not only between these people but between our own people. 


By Mr. Senn: 


Q. Have you any complaints from your own distributors about this?— 
A. You can hear them from anybody. 

- Q. But, more so, I mean, from your own distributors?—A. Well, there are 
some of them; but then you can hear them from anybody. There is no phase 
of prevailing upon anybody to collect a given price for a given product; there- 
fore the price cutting—if that is what you are getting at—with respect to any 
one of these types of outlet, may cure itself where the market is very much 
disturbed; that is true, that our own dealers are competing with each other 
as strong as competing with any other type of tire. 


By Mr. Sommerville: 

Q. On the price cutting the slashing does not take place to anything like 
the same extent between the standard tires as it takes place with private brands? 
—A.I am sorry to say it does. 

Q. In large areas?—A. Yes, sir. 


§ Q. Because, we just had presented to us a brief from the Summerside Board 


of Trade pointing out the various serious consequences to the Island, to all 
the distributors in the Island of Prince Edward, by reason of the sale of these 
catalogue tires in which—at page 485—the Board of Trade gives several 


- examples of the effect of the spring catalogue of 1934, and refer to the dealer’s 


fixed retail price of $10.88 as against the price of $7.90, or a difference of 
$2 98 on the first grade, $2.68 on the second grade, and $2.28 on the third grade; 
and pointing out that on this basis the dealers could not be expected to sell 
to the consumer, and that business will all go to the Departmental and Mail 
Order houses?—-A. That is the case that we have illustrated in this résumé 
we have made, because it is a direct example of a condition within the industry, 
inasmuch as this particular tire as I recall it represented 124 per cent of the 
sales there. You must remember this, that the dealer provides a service for 
the customer that the mail order house does not. 

Q. The catalogue is not there when your car breaks down?—A. It is not 
there, neither does it take your tire off and replace it. 

Q. No?—A. The dealer is entitled to charge more for service of that 
character than you would be expecting from a mail order house. 


2170 SPECIAL COMMITTEE 


By Mr. Factor. 

Q. It works the other way too, if the mail order house is not giving the 
service, they can sell it at a reduced price?—A. That is the system. You have 
three types of distribution in the country:: While we are here, let us be very 
frank and eandid with ourselves. We have our costly system of nation- 
wide distribution of tires, through branches and distributors; then we have 
from distributors to dealers; and then you have mail order house operation. 
When you save one given step in distribution on any product, I do not care 


whether it is on tires or any other product, if the economics of the system © 
provide a saving in the way of relieving you of costs, and passes that saving | 


on to the consumer—that is what we are talking about, all the people gener- 
ally. 
By Mr. Sommerville: 
Q. What is the effect on your industry, has it not rather thrown the 


industry into chaos?—A. It has made it rather—no, I do not think so, Mr. ~ 


Sommerville. I-think these people rather take an extremely fair position. I 
think the responsibility is equal, if you ask me. 


By the Chairman: 

Q. You would say then that your business in distributing through the 
special brands at these low prices was preferable to you?—A. Yes. However, 
Mr. Stevens, you are asking me some questions which maybe I should not talk 
about, because I do not know all these discounts, except that they are represen- 
ative. I am simply talking in generalities with respect to the principle. 


By Mr. Kennedy (Winnipeg): 

Q. As to these discounts that have been mentioned, is there any trade 
reason why it would not be desirable to disclose them? I am not suggesting 
you do disclose them, but if there is a trade reason that you should not disclose 
them, I would suggest that you file them with the committee??—A. They are 
here. 

Mr. SomMMERVILLE: They are here. They are all disclosed, Mr. Kennedy. 


Mr. KENNEDY (Winnipeg): All right. 


By Mr. Sommerville: 

Q. Is it not a fact that the extent of the discount is largely measured by 
the buying power of the customer?—A. I would say not. 

Q. You would say not?—A. I would say that has some influence. The 
bonus or volume phase of merchandising had been in practice for a good many 
years. I mean, we adopt it in our own business; but generally speaking, I would 
say that the saving in costs the manufacturer is relieved of by virtue of not 
paying such items as freight and selling costs and so forth, are the sum total 
that is reflected in these discounts. 

Q. This is the first year you have taken this contract?—A. Yes, that is 
correct. 

Q. And you have taken it in competition with some other dealers or com- 
panies?—A. I presume so. 


By the Chairman: 

Q. Would you suggest that it would be a good thing to disband all the 
dealers in the country and distribute entirely through mail order houses?—A. 
Mr. Stevens, you are asking me a question I wish I could answer. 

Q. Well, you are heading that way?—A. I am just as much confused in 
regard to that question, I think, as we all are. We have developed, over a 
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period of twenty-five years, mass production, I don’t care whether it be on the 
farm, whether it be in the factory, or whether it be in our distribution field. 
Obviously it must have been sound, or it would: not have grown. 

Q. Not necessarily?—A. It must have been, or it would not have grown. 
We all supported it. Now that we have all these arteries and avenues of dis- 
tribution, I think they are all entitled to a fair position in the market . 

Q. But they cannot all have it. How many distributing agencies are there, 
outside of the mail order houses? 40,000 was it? 


Mr. Factor: 13,000 dealers. 


By Mr. Sommerville: 
Q. What would you say, Mr. Sargeant, as to whether or not it would be 
a good thing to have all the dealers in the province of Prince Edward Island 
put out of business by that system?—A. That is a matter of opinion. I would 
rather not express myself on a matter of opinion. I think it has got to be based 
on cold blooded facts, Mr. Sommerville. 


By Mr. Factor: 

Q. May I put it that way to you, Mr. Sargeant? Suppose those dealers 
are put out of business and the manufacturer and the consumer get the benefit 
of their elimination? Is that the suggestion?—A. Well, Mr. Factor, is that 
‘correct? Your theory goes back to the theory of how the dollar can spread 
itself in greatest purchasing power. 

Q. Quite?—A. I mean, that is the principle that is under discussion here. If 
distributing in large quantities of goods gives the purchaser better purchasing 
‘power under the old theory of economics, then as an economist, we will say that 
the theory might be sound. I wish I could answer the question. 


By Mr. Sommerville: 

Q. As a practical manufacturer, dealing with the condition such as we have 
in Canada—widespread, scattered population—what do you say as to whether 
or not this system of selling by that basis is not destructive to the whole distribu- 
tion system of your tires?—A. I am not going to undertake to weigh that 
problem, Mr. Sommerville. That is too big a problem for me to answer. 

Q. You are having a very important part in it now?—A. That is correct. 


By Mr. Factor: 


Q. How is this committee going to answer it, if you don’t give us the 
benefit of your advice?—A. If you want my opinion, and it may be a very 
biased opinion from a limited field,—but you are taking in a lot of territory. 
When we talk about tires, tires is only one item in itself. 


By Mr. Sommerville: 
Q. We are talking about tires and tires only, at the present time?—A. Yes. 
T think these systems are all sound, and have their place. 


By Mr. Young: 

Q. Do you think there is any likelihood of the individual dealer or distribu- 
tor being put out of business by the chain stores or mail order houses? Is it not 
a fact that every garage would have a demand for tires, no matter what the 
mail order houses did?—A. Yes, but I think the limit of this type of distribution 
reaches the maximum some place. 

| Q. There is no danger of all these other individuals being put out of. 
business? —A. I would not think so. 
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Mr. SomMervittE: There is just the danger of their purchasing power being 


very greatly restricted. : 
Mr. Kennepy (Winnipeg): Whose purchasing power? ~ | 


Mr. SOMMERVILLE: The purchasing power of the 13,000 dealers who have 


their investments from coast to coast. ; : 
The Wirness: Their purchasing power? ; 


By Mr. Sommerville: 


Q. Yes, their earnings, if their business is cut by this?—A. I don’t know.. 
I think that is a part of the individual. 


By the Chairman: 


@. Will you tell me, Mr. Sargeant, just on what basis you would figure a 
44 per cent discount to a special brand distributor as against a 20 per cent 
discount to a regular standard dealer?—A. I will merely reflect to you a con- 
dition that I know something about; that is that the distribution cost that you 
can save by supplying tires to a special brand distributor can well be absorbed 
or saved to you. 

@. Can you show in an analysis that that is warranted?—A. Well, I can in 
the industry. 

Q. But for yourself?—A. Yes. 

@. Can you supply us with that?—A. I would be very glad to submit it. 

(). If you do, it can be confidential. I think that the committee would 
agree that we keep that just confidentially?—A. All right. 

Mr. Facror: You have got to take into account the bonuses too, Mr. Chair- 
man. 

The Witness: I would be very glad to submit that, Mr. Stevens, as repre- 
senting the Goodrich Company. I can’t speak for the industry. 

The Cuatrman: No, I am speaking of what you know. 

The Witness: That is correct. 


By Mr. Sommerville: 


Q. Was there anything further, Mr. Sargeant, in connection with this brief 
that you wanted to present?—A. Nothing, unless some of you gentlemen wanted 
to ask me questions. 


By Mr. Edwards: 


Q. Just before you leave that, you were speaking about these private brand 
tires. Does not the purchaser demand that his name.only be put on that tire? 
He will contract with you this year, and contract with the Dominion another 
year. It is his brand?—A. Yes. 

Q. Does he not own the brand?—A. Yes, he does. 

Q. He furnishes the mould?—A. That is correct. 

_ Q. And all the rest. I think that answers that pretty well?—A. It would be 
in our case. . 


By Mr. Sommerville: | “s 
Q. Are you an officer in the rubber association?—-A. I am: vice-president. 
Mr. Factor: And general manager. | 
Mr. SomMervitte: General manager of the Goodrich Company. 


| 
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By Mr. Factor: 
Q. Have you anything to say about the rubber footwear situation?—A. Well, 
I didn’t undertake to study rubber footwear, and I would prefer to leave that. 
I will be glad to answer your questions later on. 
Mr. SomMervitue: All right, thank you, Mr. Sargeant. We will now call 
on Mr. Carlisle. 


The witness retired. 


C. H. Caruiste, called and sworn. 


By Mr. Sommerville: 

Q@. Mr. Carlisle, you are the president of the Goodyear Rubber Company 
of Canada’?—A. I am. 

Q. And have been for a number of years?—A. Yes. 

Q. For a good many years?—A. Yes. 

@. Perhaps you will be good enough to give the committee the benefit of 
your experience, and of the conditions that exist in the tire industry to-day? 
—A. Well, when it comes to matters of detailed selling, I will not be so well 
posted. In speaking of the quantity of private brand tires sold, the statement 
submitted to you gives the number of tires supplied by members of the tire 
group in the association. Two of the companies referred to external to the 
association, I believe, make tires, special brand tires, exclusively; so that fact 
would increase quite materially, figures showing the number of special brand 
tires sold. There is a material difference between the prices of tires sold through 
dealers and tires sold through certain mail order houses. If we were to reduce 
the list prices of tires sold through the dealer to say 10 per cent above those 
of the leading mail order houses, it would mean a reduction, I think, of an 
average in the neighbourhood of 20 or 21 per cent. As to another mail order 
house, it would mean a very much larger reduction in the list prices to set a 
10 per cent differential. 

Now, a reduction, as I get it from information in the rubber association, 
of 21 or 22 per cent, would put every rubber company into red figures, or show 
every rubber company a material loss. 

Q. What would be the effect upon the industry in Canada, generally?—A. 

Of which? 
 Q. Of such a reduction?—A. I think, first, it would mean a loss to the 
rubber company, to the manufacturing company; second, it would reduce the 
base of selling, which would lower the profit. For instance, if a dealer is mak- 
ing 10 per cent profit, he would make a less dollar profit after the reduction, 
because the base would be lowered. 


By Mr. Ilsley: 


Q. Excuse me, but I understood the last witness to say that it paid him 
just as well to sell those special brand tires as to sell through the ordinary 
channels of distribution?—A. Mr. Sargeant, and his company, are not selling 
to the mail order houses. 


By Mr. Young: 


_Q. He said some companies sell exclusively these private brands?—A. Yes. 
Q. How do they live?—A. I don’t know. 


By Mr. Sommerville: 


Q. You know some of the history of some of ope tk One company that 
is manufacturing special brands, which was organized I could not tell you how 
many years ago, failed. It was reorganized and then got into financial diffi- 
culties.. Then there was some more money put in, and I think you will find 
it in a very serious financial condition to-day, from the information that I have. 
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By Mr. Young: 

Q. How about the other two? There were two or three companies, were 
there not?—-A. There were three. They are very small. One of them is the 
Hannon Rubber Company. It is a very minor affair, and I think Mr. Hannon 
is not operating the company at the present time. 

Q. It is operating, though?—A. It may be; and I think it has been operating 
intermittently. It is a company with a very small capital. 

Q. You think a small company in Canada can get by on this kind of con- 
tract?—A. Well, they have not proven very successful in the past. 

Q. But they have not failed?—-A. Oh, yes, there have been a number of 
companies that failed. I don’t know from making special brand tires, but a 
ereat number of small companies have failed in this country. I believe from 
seven to perhaps ten have passed out. 


By Mr, Factor: 

@. Mr. Carlisle, your company makes private brand tires too?—A. No. 

Q. You don’t?—-A. No. We never have. Now, I will speak of these a little 
later, these prices, so that you can see about what they are. I will also speak of 
the quality of the goods. It might be interesting to know that the rubber com- 
panies in the association in this last fourteen years have made a net profit on sales 
of 2.56 per cent, or slightly over 24 per cent. 


By Mr. Young: 
Q. How much is that on your investment?—A. Oh, I could not answer that 
question, because the investments are not always in relation to the amount of 
capital that is required to operate business. 


By Mr. Kennedy (Peace River): 

Q. That is all the companies in the association?—A. Yes. Another thing 
that may be of interest is the trend of prices. I will take that 30 x 34 tire; that 
is a cross section. It was a very popular tire in 1920, and at that time it sold for 
$25.35. At the close of 1933, it sold for $3.96. I would say that the mileage 
given by that tire, that size tire to-day, is from double to triple the mileage that 
was given in 1920. 


By Mr. Sommerville: 


Q. The improvement in the quality of tires has been that great?—A. Yes. 
At the present time there are a number of conditions in the tire industry that are 
not profitable. They are not all due to the mail order house or the special brand 
tire, but a great deal of our trouble is due to unfair prices coming from special 
brand tires. It is hardly necessary to enumerate all the ills and conditions that 
are adverse in the industry. I would suggest some remedy by which the industry 
could be put on an equitable basis where prices would be fair to the con- 
suming public, where adequate and fair returns could be made on invested capital 
and where fair wages could be paid. 

One of the recommendations I would make would be the cancellation of the 
Combines Act. The principal object, I would take it, of the Combines Act, is 
the safeguarding of the public against unreasonably high or unfair prices. The 
public is entitled to such a safeguard. It is also a safeguard to industry, but 
I think that that safeguard could be brought around in a better shape and in a 
more constructive way than under the present Combines Act. If you want the 
maximum of efficiency, you have to have it through organization. That is true 
of any individual company. All of its different departments have to be co- 
ordinated and working in harmony if you are going to get the minimum of cost 
and the maximum of efficiency. I think the Combines Act does and will, as it 
stands to-day, prohibit companies from organizing so that they may become 
highly efficient. 
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In place of the Combines Act, I would recommend the enactment of legis- 
lation giving the Dominion government adequate power to regulate trade and 
commerce. There are many phases of trade that need regulating, as well as that 
of regulating high prices. Low prices are as destructive as what high prices 
are, If you are going to have a well regulated and orderly industry in this 
country, it means that a company shall earn sufficient money to pay its divi- 
dends, to pay adequate wages, to set up reasonable reserves and at the same 
time be able to give the public a fair price. Industry, if permitted to organize 
with those objects, I think would accomplish much in the constructive way. 
Industry, I think, should have the supervision of government where conditions 
arise in an industry that cannot be settled unanimously by that industry. I am 
not a believer in public ownership, and I am not a believer in a government 
operating business or attempting to operate business, but I do believe in the 
supervision or such things as are vital to the industry of this country, 
and therefore I heartily recommend legislation of that kind. 


By Mr. Young: 

Q. You are recommending that the government guarantee profits, are you 
not?—A. No, I am not. 

Q. So there will be an assured dividend, an adequate reserve?—A. No. I 
say business has to be healthy. For this country to be in a healthy condition, 
that is the result you want to gain, that is the position you need in an industry. 
The government should not undertake to guarantee profit or even to run 
business, The government protects you in your investment in real estate. 
People cannot trespass on it, They won’t allow any nuisances to be built 
around you, anything to detericrate your property. But the government gives 
you practically no protection on your investment when it goes into industry. [ 
think the government owes it to the invested capital of the country, which 
represents the general people, to give it adequate supervision, 

The CHatrMAN: Well, gentlemen, it is six o’clock, and obviously Mr. 
Carlisle will have to come back. 

Mr. Kennepy (Peace River): He is not going to finish to-night. 

The CHAIRMAN: We would ask Mr. Carlisle if he would come again in the 
morning, Is 10.30 too early? 

Some Hon. Members: No. 

The CHairMAN: ‘Then we will meet at 10.30; and if Mr. Carlisle will be 
good enough to come in the morning, we will continue hearing him on this, 

Mr, Facror: J would like to hear from Mr. Carlisle some practical sug- 
gestions to bring into effect his recommendations, 

The Witness: [I will do that, 


The committee adjourned at 6 o’clock p.m., to meet on Wednesday, May 23, 
at 10.30 a.m. 
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House or Commons, Room 368, 
May 238, 1934. 


The special committee appointed to inquire into price spreads and mass 
buying met at 10.30 a.m., the Hon. H. H. Stevens, presiding. 


Mr. Norman Sommerville, K.C., and Mr. W. W. Parry, K.C., of Toronto, 
appeared as Counsel for the Committee. 


The CHAIRMAN: Order, gentlemen, the minutes of yesterday contain the 
record of the witnesses heard and certain exhibits filed. I will declare the 
minutes adopted. 

Now, Mr. Carlisle was making a statement last night. Will you come for- 
ward, Mr. Carlisle, and continue from where you left off. 


Examination of Mr. C. H. Carlisle resumed. 


The Witness: Mr. Stevens and gentlemen: My third recommendation is to 
require all members of an industry to operate in a common organization, but 
subject to government supervision. My reasons for this: If you get an entire 
industry into a single organization, you have an opportunity of discussing and 
studying every phase of that industry, from the position of the weakest company 
to that of the strongest company. The reason I suggest supervision by the gov- 
ernment is in case that this industry could not agree on all points that may be 
as equitable as it is possible to make them, it would then have an opportunity 
of referring any of these points of dispute to the government. 


By Mr. Kennedy (Winnipeg): 
Q. Such regulation, Mr. Carlisle, I presume would also be used for the pro- 
tection of the public?—A. Absolutely. 


By Mr. Young: 

Q. Would the members of this industry then have the right to say whether 
anybody else should enter into that industry or not, or whether a new company 
should start up?-—A. No, they would have no jurisdiction over that. I will deal 
with that a little bit later. In answering the question by Mr. Kennedy (Winni- 
peg): My purpose back of any of these recommendations is to get an industry 
on an equitable and fair basis. Now, to do that, it must be fair to the purchasing 
public and it must be fair to the different companies engaged in that industry. 
If the thing is going to be workable at all, you cannot have an advantage to 
one and a disadvantage to another, and have a condition that is constructive or 
satisfactory. 


By Mr. Factor: 


Q. Why do you recommend cancellation of the Combines Act, Mr. Carlisle? 
—A. For this reason: The Combines Act seems to me to serve one purpose only, 
and that is the protection of the public against exorbitant prices. Now, the 
people should have that protection; but the things I complain of in the Combines 
Act are that it prohibits organization that is economic and constructive. Now, 
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in the United States they have two laws over there, the Sherman Act and the 
Clayton Act, to prohibit organization. It did not work well and they are revers- 
ing the procedure; and I think that there is strength in economic and constructive 
work under organization if that work is done honestly and fairly, which you can 
accomplish by turning over to the government full power of regulation, and you 
can give to the public the same measure of protection or greater protection than 
they have under the Combines Act. 


By Mr. Sommerville: 


). You would favour the association of the various companies in an industry 
for the purpose of eliminating unfair practices?—A. That is right, sir. 
) 
By Mr. Young: | : 
Q. Would you have this organization regulate prices?—A. I think they 
should regulate prices, subject to the approval of the government. I think the | 
government’s approval will do this: It will assure the purchasing public that ; 
they are getting fair prices, and I do believe in uniform prices fixed on the basis | 
of the different methods of distribution. I will go into that a little bit later. 


By Mr. Kennedy (Winnipeg): 
. Fix their prices and leave it to the different individual companies in the 
industry to survive by efficiency? —A. That is right. 


By Mr. Young: 

Q. And on what basis would they fix these prices?—A. I will go into that 
just now. Now, my fourth recommendation is that there be a standard cost 
system adopted within the industry. We are discussing the tire industry, so it 
would apply to that. Each company has its own cost system, it could continue 
that if it so desired, so that there could be a stabilization of the basis of cost. I 
think there should be a uniform cost system, and that all companies should com- 
pile costs according to that system and submit them to the association, and have 
these costs audited by a competent auditing company such as Price Waterhouse, 
or auditors of equal standing. 

Q. Would these auditcrs be competent to judge whether these factories were 
operating efficiently or not?—A. I will come to that. Now, this cost system I 
think should undoubtedly eliminate over capitalization. The company that is 
over-capitalized could not expect a profit sufficiently great to pay dividends on 
stock that has no intrinsic value; on the other hand, you may have companies 
that are strong financially and have returns from capital. 


By Mr. Sommerville: 


Q. That is, invested capital?—A. Invested capital. I think returns from 
capital should not enter into the cost of production, any more than over capitali- 
zation should enter into the cost of production. 

Q. When you refer to invested capital, you mean capital invested in out- 
side investments?—A. Yes. 


By the Chairman: 


Q. Just a moment on that point, Mr. Carlisle. What would you do in regard 
to the modern practice, to use a slang phrase, of “unloading on the public” by 
way of bond issue the capital structure? In other words, in recent years the 
tendency has been to get away from shareholding capital to mortgage bond 
capital. Would you have interest on the mortgage bonds form part of your 
operating cost, or be considered after the operating cost has been fixed and the 
profit on operation has been determined?—A. I would make it after profit has 
been determined 
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Q. Whether it is an issue, or a dividend on stock?—A. That is right. 

Q. That is, that consideration of the payment of winnings on capital should 
be mus of the profits after the operating surplus had been determined?—A. That 
is right. 

Q. A very sound principle?—A. Now, if I may continue: the procedure of 
costing along this line; now then, to make it further equitable even under these 
conditions—there will be some companies whose costs under this system will be 
high, others will be low. It would not be to the interests of the public to base 
your costs on the most efficient company, neither would it be fair to the industry 
to base your costs on the company that is the most inefficient. Therefore, I would 
recommend that you take these different costs, whatever number that would be, 
and divide it by the number of companies submitting costs; in that way you 
would get an average of costs. 

By Mr. Young: 

Q. Now, in the case where a company discovers some new way of cutting 
costs, and is able because of that to reduce its costs materially, you would not 
let them do so?—A. I do not think it is to the interests of the people of this 
country to do that, because that has a tendency to monopoly. 

Q. You do not think it is in the mterests of the people to pass on to the 
people any of the advantages of modern invention, or improvement of method, 
or cost reduction?—A. Oh yes, that is done; but that is more or less common 
to an industry. 

Q. It is generally done, isn’t it, by one member of the industry first and 
then the others are forced to follow suit or get out?—A. That is the way it has 
ie done, and that is responsible I think for a great deal of our social troubles 
to-day. 

Q. And you want to, stop that, do you?—A. I want it equalized to some 
degree in the industry. If you are going to have an industry that is stable you 
heve to make some provision for matters of that kind. 


By Mr. Iisley: 

Q. Does not your scheme foster monopoly rather than the alternative one 
_ suggested by Mr. Young. Mr. Young suggests that when a new company comes 
along and is able to cut the costs, say 50 per cent, and the other companies that 
cannot go to the wall; you say that is the thing that tends to foster monopoly. 
Now, I suggest that your plan keeps the whole business of the country in the 
hands of the old companies?—A. Oh, no. 

Q. Does it not?—A. I would say that the old companies are the ones that 
have the lower cost. When I am arguing this I think I am safe in saying when 
it comes to tire costs; that our company would have the lowest cost of any tire 
company in this country; and still I am taking the opposite view to get away 
from monopoly and to give a fair chance to the industry. Now, that is the 
position of our company; and I will tell you why I make that statement: First, 
our costs are written down to a very small amount; I believe our equipment 
plus installation is written down to about 16 or 17 cents on the dollar, our plants 
to about 47 cents; we have a cash position of about $7,000,000; we have a reserve 
of $6,500,000; and we have an earned surplus of close to $8,000,000. Now, the 
thing that he is advocating, if I follow the suggestion of Mr. Young, would 
put us in the position of further increasing the amount of business we have in 
this country. 


By Mr. Sommerville: 

Q. In other words, by reason of the strong financial position you are in, 
without any borrowed capital, you would be in a position if you wanted to 
do so to wipe out the industry?—A. I do not know whether it would wipe them 
out, it might make it embarrassing for some. 
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Q. I mean in a general sense, you could wipe out a good many of them? 
—A. It might be. 

Q. And would limit the numbers that would be in the business and make 
for the possibilities of a monopoly in the hands of a smaller group?—A. But 
let me proceed with this, these are just suggestions, and I do not want to get 
into an argument. Having the basic cost put up, that I think is the fairest way 
I could suggest. Now then, you are selling to the different trades and the price 
is made to these different outlets for your product. They should be sold at 
different prices for various reasons. The manufacturing company should get 
a profit. That should be determined I think by this association with the 
approval of the government. The one who should receive the lowest cost is the 
car manufacturer, the reason being that you make your shipments in carload 
lots, you have practically no credit loss, and there is very little selling expense; 
another reason why the car manufacturer should have a low price, is that the 
more cars there are sold in the market the greater are the outlets for tires, and 
the lower your cost on most any article the more widely and the more readily it 
receives a market. 


By the Chairman: 


Q. You are now referring to tires being sold to car manufacturers?—A. I 
am now referring to the tire manufacturer selling his product. When you sell 
a car manufacturer, he should get the lowest price owing to the nature of his 
business. Now, the next outlet will be the jobber, he should be charged a higher 
price than the car manufacturer; but the jobber has to re-sell these goods, he has 
to stand the credit loss which applies to all sales, so he is at a considerable 
expense. Now, your third outlet is the mail order houses—they should be 
charged a somewhat higher price than the price charged to the jobber, because 
the mail order house will probably sell at a lower price in regard to the spread, 
in so much as they do not give a service and they sell for cash. Their expense 
is largely their catalogue, and I think most of them charge express. Now, the 
next outlet is the chain store. The chain store becomes competitive with the 
dealer. Some chain stores do not give a service equal to the dealer, other chain 
stores do; but those who do not should get a somewhat lower price than the 
dealer because they do not give a service equal to the dealer. Now, your fifth 
outlet is the dealer. There is where your national expense comes in selling. 
There are, it was stated yesterday, about 13,000 dealers in this country. This 
is a very large country, it has a limited number of cars, and the expense of 
selling through the dealer is quite great, and you have a maximum of credit 
loss. Now, to be fair to all these different outlets you ought to have a 
differential in price that is commensurate to the service that they give and the 
expense of doing business with them. 

Q. Mr. Carlisle, have you ever thought in your business of some principle 
upon which you would determine the differential that would apply in each of 
these several divisions?—A. Yes, I have; and it is not so difficult to work out. 
That ought to be worked out in common with the industry, and it is not difficult 
to work out. , 

Q. Yes, but is your method of working it out arbitrary, or is it on a prin- 
ciple that could be invoked and would be applicable to this that and the other 
industry ?—-A. One principle is, make no sale below cost. . 

Q. That is fundamental, I think?—A. The other principle is that your base 
of cost is equitable to the industry, and excessive or under capitalization is 
eliminated in computing these costs; then the percentage at which you sell over 
cost depends entirely on the outlet. Now, here is one of the troubles in the 
industry, that a person who is reselling a product, if he could buy that product 
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at an exceptionally low price, whether he deserves the market or not, has it 
within his power to disturb the reselling of these goods, because he has an 
advantage on his purchasing over others, and if these margins are narrowed so 
that there is not too big a spread in the original purchase between one class 
and another class, you limit the extent of your selling disturbance. 

Q. What gives me a good deal of concern is, you take your set-up here, or 
take your Rubber Footwear Association in which you are strictly interested 
but it comes under the same category; the manufacturer has an “A” list, a 
“B” list, a “C” list and a “D” list; as far as I can recall they are on that 
system; now, what principle directs the manufacturer in determining what the 
discount shall be for the “A” list, the “B” list and the others?—A. I do not 
know anything about the shoe industry, but what will determine it in the tire 
industry as I said before is the service given. 


By Mr. Sommerville: 


Q. That is, the value of the service as between the different distributors 
can be reckoned in the percentage?—A. That is right. 


By the Chairman: 
Q. As a matter of practice that is not done?—A. No, that is one thing ! 
want to correct. 
Q. In the matter of practice it is an arbitrary thing?—A. That is right. 
Q. One manufacturer may give more than another manufacturer, and he 
may give a mail order house that has a good order even a greater discount?— 
A. That is right. 


By Mr. Sommerville: 


Q. He may take dictation from a big customer and allow extra bonuses, 
or extra discounts that are not generally allowed to the trade?—A. Yes. 

Q. That is one of the abuses which you think should be corrected?—A. I 
am referring to that a little later. 


By Mr. Ilsley: 

Q. Would you mind explaining what you mean by the service given. It 
seems to me you laid down two prices; one was the cost of doing business with 
the various persons to whom you sell, that is perfectly understandable. I should 
think you would give the largest discount to the person with whom there is the 
lowest cost doing business. But what about this other principle, the value of 
the service given; what do you mean by that?—A. Now, you take a dealer,—- 
we will compare the dealer with the mail order house. The mail order house 
gives practically no service. If you want a tire you have to write for it, you 
have to send your money in for it, or else he sends it C.O.D., you have to wait 
for delivery and if there is any mistake in the shipment, it gives you trouble 
and you have to go to a depot somewhere else to get that tire. Now, contrast 
that with the service given by the dealer. When you go to the dealer he has the 
tire in stock. You get immediate service, he may apply the tire and you know 
what kind of a tire you are getting. Now, there is the difference in service. 

Q. The dealer should have the lower price, or the higher price?—A. You 
would have to charge the dealer a higher price, because it costs you more money 
to sell to the dealer. 

Q. That is what I am trying to get, I understand that perfectly; but the 
other principle, if the dealer gives more service there—?—A. He charges more 
money to the consumer. 

Q. Why do you charge him more?—A. Because it costs more to sell. 
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By the Chairman: 


Q. I think what Mr. Carlisle is driving at, Mr. Llsley, is this: that while 
on the basis of his costs of selling to a distributor—we will take the two cases, 


the mail order house as against the dealer—the mail order house might be | 


entitled to a much lower price than the dealer, because it costs the manufacturer 
less to sell him. But Mr. Carlisle now argues, and I think properly, you ought 
to take into consideration the service given by the dealer, and therefore you 
should narrow the discount that the manufacturer gives as between the dealer 
and the mail order house. And I think Mr. Carlisle wishes, because I had 


some conversation with him before he came here, to emphasize that this practice , 
of selling to mail order houses at these exceedingly low discounts is not a fair 


practice. 
Mr. Iustny: I see the argument now. 


By Mr. Sommerville: 


Q. That is one thing; then is it not further in your mind, Mr. Carlisle, 
that the difference between a $200,000 order and a $300,000 order may not be 
an additional 6 per cent, as is frequently allowed; in other words, for the volume 


of the order the discount is in many instances entirely out of proportion to the | 


value of the order?—A. Yes. There is one thing more that I want to refer to 
in figuring these costs, and that is forward commitments. You take companies 


that are well financed. On low markets they can buy large quantities of | 


merchandise, but the smaller company is not in a position to do that. I think 
that the forward commitments is a matter of investment, and should be con- 
sidered as a matter of investment and not a matter of costs; and I would 
suggest on this cost system that costs would be revised every three months on 
the current market price. Now, here has been the practice in the industry 


| 


when the market has been on the decline. The manufacturer stands to lose on 


that market. When the market is on the up-grade, the profits that he may 
have in his forward commitments as a rule are given away by selling goods 
at a low price; so he does not benefit to any great extent on the up market, 
and he loses 100 per cent on the down market. 

Q. And is that particularly so in the matter of contracts for private 
brands?—A. Well, I would suspect so; I do not make them, so I do not know. 


By Mr. Senn: 


Q. When you speak of merchandise you mean your supplies of raw mate- 
rial?—A. Yes. | 


By Mr.d actor: 


Q. Having regard to basic costs, who would regulate the wages paid to 
your employees?—A. I think that the wages paid should, to some extent, be 
determined by the operating company. I do not know any reason why it should 
not be dealt with by the organization. 


By Mr. Sommerville: 


Q. The same supervision as in the case of your other elements?—A. Yes, 
at the present time I think each company is operating independently on a wage 
scale. 


By Mr. Factor: 


Q. Would you have government supervision?—A. I would not see any 
reason why they should not supervise that the same as anything else. 
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| By Mr. Kennedy (Winnipeg): 


Q@. In this set-up of an industry in which you provide for matters like 
‘rules and regulations, say they will play the game in that industry on rules 
such as for athletics if you hke, and then you suggest government supervision, 
regulation or policing, we will call it?—A. Call it policing, or supervision. 

| @. Now, the weakness or strength of such a set-up and its working out will 
depend a great deal on the nature of that supervision, will it not?—A. That 
is right. 

Q. Now this is purely asking for an opinion, but you have had long exper- 
ence in life and business, have you a faith that with such government super- 
vision you are likely to get a more or less perfect condition of affairs; is there 
an inherent weakness in such supervision?—A. There would naturally be 
inherent weaknesses in it. But I think there are certain conditions existing in 
business, especially under the present conditions in this country, and the world’s 
condition, that cannot be handled unless you do have a policing by government. 

Q. In your judgment, that sentiment is growing?—A. I think so. 


By the Chairman: 


Q. Just following that question of Mr. Kennedy’s, Mr. Carlisle, in your 
opinion would publicity in an inquiry by a government supervisory body be, 
shall I say, a salutory influence in the proper direction of industry, even though 
they had not the power to dictate?—A. I think it would be detrimental instead 
of helpful. 

Q. You think it would be?—A. Yes, I think this: first, that people as a 
class are fair; and second, if the government had supervision or policing power, 
it would go a long ways to have different branches of industry regulate their 
own affairs on a fair basis. Where they could not come to an agreement, 
there is the place for government to step in and help them adjust the things 
that they are not able to adjust themselves. I think the amount of supervision 
that would be required of government would be the minimum. The fact that it 
exists is just the reason why it need only be the minimum. 


By Mr. Kennedy (Winnipeg): 

Q. Are you familiar with the legislation—it is almost parallel, I think— 
or the efforts made in legislation in certain western provinces in connection 
with the milk supply?—A. Yes, and other things. Take Alberta— 

Q. It is along that line you reeommend?—A. Yes, I think it is constructive, 


By Mr. Senn: 


Q. You think that could be applied to practically all industries?—A. Yes. 
I am not arguing the case of tires alone. I think it is applicable to all industry. 

Q. That is in the line of the codes under the N.R.A. that you are advocat- 
ing?—A. I think they have gone too much into details of operations. It is not 
advisable for governments to do this. There is a difference between policing 
and running industries. I think the N.R.A. has gone into almost every phase 
of operation, which I think is beyond the scope of government. 


By Mr. Factor: 
Q. I take it that you would expect from such regulations at least two 
results. One is the elimination of unfair practices?—A. That is right. 
Q. And second, the stability of an industry that would work for the benefit 
not only of the manufacturer but the consumer and the producer?—A. Yes, 
for the benefit of the country. 
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By Mr. Edwards: 

Q. Mr. Carlisle, I don’t know whether I have it just right or not. You 
are not suggesting that additional supervisors be put on your industry like 
inspectors of various kinds, of which there are so many; but you are suggesting 
rather an arbitral board to decide, if the company or group itself cannot decide 
upon any one thing?—A. I think that should be left to the decision of the 
government. But my thought is that the department that is in charge of trade 
and commerce could operate this to the best interests of the country, the best 
interests of industry, with the minimum cost. It is not difficult to tell when 
things are wrong and when they are right, and it is usually not difficult to 
correct them. But when you get down into the details of operation, there is 
where you get into confusion. I would keep this on a high policing basis, with 
the government not entering into operations at all, but making decisions on 
policy where an industry fails to agree, in the interests not only of the industry 
but the people of this country. 

Q. I asked that question for this reason: As you are aware, and as many 
of us are aware in industry, we are now supervised. For instance, in different 
departments we will have an inspector with us every one, two or three weeks. 
1 think we have a great many too many. But your idea is rather an arbitral 
board to adjudicate on the problems that industry cannot handle itself?— 
A. Yes, that is right. 


By Mr. Senn: 
Q. Not in operating methods, but for the purpose of supervising marketing? 
—A. Both. 
Q. Both?—A. Yes. 


By the Chawman: 

Q. There is one point I would like to make clear. Your scheme would 
involve, shall I say, an obligatory association. The members of the industry 
would be more or less forced to become parties to the organization or asso- 
ciation?—A. That is what I recommended in my third recommendation. 


By Mr, Kennedy (Winnipeg): 

Q. Just one point there. I am interested in this: Among your suggestions 
was the cutting out or repealing of this Combines Act?—A. Yes. 

Q. In this set up-of yours, to be practical, one meets with this situation: 
In a given industry there is nothing inherently wrong in the members of an 
industry associating together for the purpose of maintaining a fair price. There 
is nothing fundamentally wrong in that?—A. I think it is constructive. 

Q. Under an anti-combines act—the purpose of which I do not need to 
state, it being obvious—it is not sufficiently elastic. From the very fact that 
they do associate for the purpose of maintaining, we will say, a fair price, they 
become guilty under the act?—A. That is right. 

Q. Therefore you would do away with any anti-combines act, and accept 
the principle that association for proper purposes should not only be permitted 
but is desirable for the industry and for the public in general; and such a body 
as you suggest would be sufficiently elastic to take the individual case and 
say whether it should be done or not, is that right?—A. That is right. Also 
that board: with organization for policing, by your government board or by 
your minister of trade and commerce so that there can be no unfair practices 
enter into this organization. : : 

Q. The trouble with such an act as an anti-combines act is that they seize 
upon one phase of a thing?—-A. That is it. 

Q. Which is an offence, and make all such associations a crime?—A. And 
stifle progress. has , 
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By Mr. Senn: 

Q. I fully agree with the principle of price maintenance. But would this 
board or arbitral tribunal which you would set up have the right to say when 
prices were too high?—A. Yes. 

Q. That is one of their functions?—A. That is right. 


By Mr. Kennedy (Winnipeg): 
@. And when they are too low?—A. Yes. 


By Mr. Edwards: 
Q. Following along in this line, I understand, of course, that you are in 
favour of price maintenance, a fair price?—A. That is right. 
Q. So am I. In your opinion, is it possible to pay fair wages to your 
employees without having fair prices for your merchandise?—A. No, it is not. 


By Mr. Kennedy (Peace River): 

Q. Mr. Carlisle, Mr. Stevens asked you a little while ago about investiga- 
tions. If we had a set up such as you suggest, we would have at least three 
different parties or classes interested: Labour, for instance; the people in the 
industry and the public. It would be very difficult to avoid investigations of 
particular industries, public investigations—once in a while, anyway—because 
situations would be bound to arise when one group would say they were being 
exploited by the other. Is that not so?—A. I don’t know why it should be 
public. It should come up before your government organization. I am very 
much in favour of having that handled by the Department of Trade and Com- 
merce. That department would know whether there were any unfair practices 
or not. It should be in a position to remove them. When you get people across 
the table, it is not difficult to settle problems with them, in any sort of dispute. 

Q. Sometimes the government have a very hard time convincing the public 
that they are doing the right thing?—-A. I know. That is true. 

Q. That is one of the problems? 


By Mr. Edwards: 

Q. Mr. Carlisle, on this further point: Take such a board as you would set 
up in a given industry, we will say the rubber industry, for instance. In fixing 
a minimum price for that commodity, of course the element of world competition, 
competition of all sorts comes in. Would not such a board have to know pretty 
nearly as much about an industry as, say, a man like yourself who has grown 
up in it? I am just wondering about that, not only in that industry, but every 
industry. You take the iron and steel industry, where a firm builds up, goes 
through a family from father to son and so on down; they build up and are able 
to compete’ anywhere in the world because of their special knowledge. Are 
you not going to set a pretty high standard for those boards?—A. The board 
would get the facts, whether it pertains to internal selling or export business; 


_and having the facts, I think the board or government agent could form as good 


a conclusion as if he had a complete operating knowledge. 

Mr. Epwarps: Again on that line, Mr. Carlisle, it has been suggested to 
me by one of our large furniture manufacturers that a man thoroughly com- 
petent in understanding the furniture business—possibly another one on the 
textile business, and another one on iron and steel, which covers innumerable 
lines—that men of that type be set up as a board. Of course, I think that 
suggestion is rather primitive, but it is worth following along rather than doing 
as has been done with some boards that have been set up, without really any 
thought as to the qualifications of them to judge the matter before them. There 
are many things in industry that are really only known to the men who have 
gone through the business. 
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By Mr. Kennedy (Winnipeg): 

Q. Mr. Carlisle, under this system of regimentation of business as dis- 
tinguished from the old free competition, you might say, is there anything to 
be said, or is there nothing to be said in favour of the old law of the jungle 
prevailing,—the survival of the fittest?—A. Oh, I think in all life the survival 
of the fittest wins. That is true in plant life as well as animal life or human 
activity, that the survival of the fittest will win. During these present disturbed 
conditions, I think that you will further increase monopoly if you will leave 
it to the survival of the fittest. I think now we want more decentralization 
than we want centralization. Centralization, I think, has a lot to do with the 
amount of unemployment that we have to-day, and if you increase the central- 
ization it will not ‘be long until a few concerns will operate the entire business 
of the country. 


By Mr. Senn: 

Q. Mr. Carlisle, that is just one matter that has been bothering me to a 
certain extent. Any system of price maintenance must necessarily take into 
account the cost of production. Presumably a plan that operates by hand 
labour must have a higher cost of production than a plant that is operating 
largely by machinery?—A. That is not necessarily correct. 

Q. But is it not true in general?—A. Your machine only becomes efficient 
and economic when you have sufficient production to make it so. Now, we 
have a machine in our factory which, on low production, would be a liability. 
When we are on high production I think it takes the place of eight men. 

Q. Well, the question is just how any board is going to determine the 
amount of machine production that could be successfully used in any plant 
in competition with hand labour?—A. I think that that would have to be 
worked out by the industry, and not by a board. If the board would ask 
that industry to use the maximum of manual labour instead of machine labour, 
I think the industry could go a long way in doing that. 

Q. Would you advocate the use of more hand Jabour rather than machine 
labour in ordinary industry—in your own industry?—A. As far as industry, 
domestie industry, is concerned, it would be a constructive thing to do; because 
you have got to either employ people or you have got to support them, and 
people are better employed than they are supported. It is a better state of 
society. 

Q. In other words, you think that machine production has gone too far 
in industry to be in the national interests?—A. I am inclined to that opinion. 


By Mr. Heaps: 

Q. Would it not be just the same instead of increasing the cost of pro- 
duction by hand labour, to decrease the number of hours?—A. In decreasing 
the number of hours you are liable to get a cost on your product that makes 
it too expensive to sell, especially in foreign markets. In our company, during 
this slack time of employment, we have gone to the six-hour shift, so as to 
distribute the work to the greatest extent possible. Now, while our wages 
appear low, I think they are in keeping and are better on the average than 
most industries. At the same time, the weekly earnings of the people is quite 
low owing to the shorter hours worked. If you put up your price per unit 
product or per hour, you get too high a cost, and then it reacts on you. 

Q. Would not the same thing apply if you went back to hand production? 
—A. No. You can operate many of your operations by hand at no increased 
cost. Some of them you can’t. 

Q. If you employ more labour, as you suggest you would by hand labour, 
how could you produce at the same cost?—A. If producing by hand does not 
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cost you more by hand per unit than by machine, you are not increasing 
your cost. 

Q. You don’t favour reduction of hours at all; you simply replace machinery 
by hand labour and increase the number of persons employed?—A. I think it 
is better than the other. 

@. Do you think that by the scheme you suggested here you could stabilize 
employment?—A. I don’t know whether you could or not. 

Q. Would it improve, in any way, the position of the labourer?—A. Yes, 
because you would stabilize your return to the company. | 

Q. If you stabilized the return to the company, would it improve the 
position of the man employed by the company?—A. Of course it would. 

Q. Would it increase his wages?—A. If the company is not making money, 
it can’t very well afford to pay high wages, can it? 

Q. That is true; but would it give to the man employed by the industry 
an annual guarantee for his labour?—A. I don’t know that you can guarantee 
it. The way that industry is operated—the way that we have operated, when 
we are making a profit, a substantial profit, we increase the wages. 

Q. But you are asking this morning that in some way the government 
regulate prices?—A. Yes. 

Q. You have got to give to the industry a reasonable return, but don’t 
you think that the man engaged in the industry is entitled to consideration’?— 
A. Certainly. 


Mr. SomMeERVILLE: I think Mr. Carlisle prefaced his statement by saying 
that you could not have fair wages without fair prices. 


Mr. Heaps: Yes. 
Mr. SommervittE: And to insure a fair wage would require a fair price. 


Mr. Heaps: I don’t think in anything Mr. Carlisle suggested it would 
euarantee to the persons employed in the industry anything in the way of 
permanence, or a guaranteed annual wage. 


Mr, Factor: He said he was in favour of the government regulating wages 
too, in arriving at the prices. 
By Mr. Ilsley: 
Q. To put your scheme into effect would mean the institution of a system 


of codes in this country, would it not, very much like those instituted in the 


— 


United States?—A. I don’t think so. 

Q. Well, along the line of Mr. Heaps’ question, if the government regulates 
prices—which it really would—it would have to regulate wages too, would it 
not?—A. Yes. 

Q. That would lead the government to the position where they regulate all 
the things that are regulated by the codes in the United States, inevitably, would 
it not?—A. I think not. 

~ QQ. What would not be regulated here that is Hep atad there?—A. Oh, they 
go into a lot of detail there in operations. They have interlocking codes, and I 
think their operations there are too cumbersome. 

Q. Have you made a study of the operation of the code that applies to the 
rubber tire industry in the United States?—A, Yes. 

Q. Would you care to give an opinion as to how it appears to be working 
out?—A. It has only been in operation for a very short time, but I think it has 
made improvements. 

Q. It has made improvements, you think?—A. Yes, decidedly so. I will 
take some of these things up a little later. 

Q. As I understand it, there are perpetual hearings over there on the ques-: 
tion as to whether the codes are being carried out by the industries or not. Is 
that right?—A. I think that is true. | 
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Q. Would you not have to have an immense governmental organization here 
to enforce the understandings that would be arrived at between the various com- 
panies in an industry?—A. I think if the penalty were severe enough, you would 
not have any trouble enforcing them. 

Q. By a system of penalties?—A. Yes. 

Q. You suggested supervision by the Department of Trade and Commerce, 
didn’t you?—A. Yes. 

Q. Don’t you think that that would be entirely inadequate for the industry 
of Canada, to place it under the supervision of one department of government?— 
A. I would be willing, as far as I am concerned, to submit to that department, 

Q. But your recommendations do not apply only to the rubber tire industry. 
They apply to the industry of Canada generally?—A. That is right. 

Q. It would surely mean an immense increase in the number of regulating 
officials in the country?—-A. My thought is this: That an industry should regulate 
itself. Where it fails to regulate itself, where you can’t get an agreement, where 
a majority of that industry recommends a certain thing, to submit that to the 
government for the government’s final decision whether that shall go in or 
whether it shall not, whether it should be modified or whether it should not. 


By Mr. Sommerville: 
Q. You would entirely leave it as an industry governing itself?—A. Yes. 
Q. Subject to supervision?—A. Yes, and to arbitration by the government. 
Mr. Iustey: That is exactly what took place under the N.R.A. 
The Witness: Oh, they go further into it, enforcing conditions there. They 
go more into costs and things like that. 
Mr. Insurer: The government would have to do that. 


By Mr. Edwards: 


Q. Don’t they set down rules and regulations and everything else for the 
running of your industry?—A. Yes. 


By Mr. Ilsley: 
Q. In the States?—A. Yes. 


Mr. Iustey: In the States the industries are invited to make codes them- 
selves, If they fail, or can’t agree on satisfactory codes, the government steps in. 
That would be the feature of your recommendation. 


By Mr. Edwards: 


Q. I think up to the point where they are asked to make codes we are in 
agreement. But your idea is that instead of being supervised, with a host of 
supervisors in every industry, where they can’t decide upon matters themselves, 
they simply refer them to arbitration by the Department of Trade and Com- 
merce?—A. Yes, bring it up and submit their facts, Just like you would bring 
your case to a court for a decision. . 

Q. I think Mr. Ilsley had the idea, judging from his question, that it would 
be an expensive proposition to supervise these industries. It would not neces- 
sarily be that?—-A. No, I don’t think so. 


By Mr. Kennedy (Winnipeg) : 
Q. You would have the minimum of interference, but the board would be 
there in case of need?—A. That is all. 


By Mr. Senn: 


Q. Just one more question. Do I understand that you do not advocate a 
board of this nature taking cognizance of a complaint, say, from a consumers’ 
organization?—A. Well, yes, they should. 
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Q. That would open up the whole question?—A. If there is a complaint 
against an industry of that kind, it would be up to the industry to inform the 
government whether that complaint was correct or incorrect. 


By Mr. Ilsley: 

Q. As I understand it, they have elaborate hearings at Washington all the 
time, immensely elaborate hearings?—A. They do. | 

Q. I understand that they are going on continually, covering 600 or 700 
industries,—and that the budget of the government is run up from about 
$2,000,000,000 to about $10,000,000,000 a year. If the same were done here, the 
budget instead of being $400,000,000 would be $2,000,000,000, perhaps not en- 
tirely due to that, but that is one of the chief features of it. Do you think that 
system as applied to Canada would be practicable or in the interests of the 
people?—A. Not at that expense, but I don’t think it has to go to that expense, 
or any great expense whatsoever. 


Mr. SommervitiE: At the present time there is no system of penalties under 
the American codes. There is a system of appearing before a court. 

Mr. Factor: There are penalties provided for breach of the codes. 

Mr. SomMervILLE: The only penalty is removal of the sign. 

Mr. Heaps: No. 

Mr. Factor: No, there are penalties. 

Mr. SoMMERVILLE: They are very trifling. 


By Mr. Factor: 

Q. Mr. Carlisle, would you favour the government limiting the profits earned 
by industry?—A. They could do that by limiting the price. 

Q. If, for instance, the Department of Trade and Commerce found that a 
certain particular industry was making exorbitant profits, you say you would 
favour regulation of those profits by having the price reduced?—A. I think it 
is in the interests of industry to do that. I just want to make one remark 
about high profits. I don’t know of anything that is more destructive to industry 
than that and I will tell you why. It invites and does create competition, and 
you get over-built industry which in the future disorganizes and practically 
eliminates profit from the industry. I think that high profits are strictly danger- 
ous to any industry. 

Q. We have had an illustration here in the tobacco industry—if I may 
express my views, and the members of the committee—which made exorbitant 
profits. How would be government regulate the profits earned by the tobacco 
industry under your scheme?—A. Reduce their selling price, or increase the 
price they pay for their products. 

Mr. Youne: That might help control the Imperial, but then you put the 
smaller manufacturers out of business. They say they can hardly exist with 
the present prices. 


By Mr. Sommerville: 
" oy You would do away with the unfair practices of which they complain? 
—A. Yes. 

Mr. SomMMERVILLE: Then they say they can get along. 

Mr. Facror: That does not help the problem of eliminating the smaller 
manufacturers. If you are going to increase the price of the raw material and . 
decrease the price of the product that he has to sell, the small manufacturer 
would be out business, out of the picture. 

The Witness: May be the small manufacturer is paying a great deal more 
for his raw product than the other fellow is. | 
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Mr. Younc: That was not the evidence that we had. 
The Witnesss: I don’t know. 
Mr. Youna: The evidence was just the reverse. 


By Mr. Factor: 


Q. Is there any practical suggestion you can give this committee as far as 
regulating profit goes, if the government or the department finds an industry 
earning exorbitant profits? You say it does not help in the industry. Would 
you give us the benefit of your advice or some practical suggestion on reducing 
those profits?—A. Lowering the selling price. 


By Mr. Sommerville: 
Q. That gives an advantage to the consumer?—A. That is right. 


By the Chairman: 


@. What would you think of a graduated income tax on corporations instead 
of a flat rate, similar to what you put on private incomes, the higher the income 
the greater the tax?—A. I hardly think it is fair, for this reason: You take a 
company that is efficient, properly financed and is putting all of its energy into 
its operations. I think it is unfair to take that profit away from the company, 
and to compare that with the company that is inefficient, improperly capitalized 
and is not putting proper effort into its business. You are penalizing the fellow 
for efficiency. 


By Mr. Kennedy (Winnipeg): 
(. Would there not.be a reaction from such a conscription of profits tend- 


ing to make a concern disinterested in building up?—A. Certainly. Take away 
all incentive. | 


By Mr. Senn: 
Q. There would also be the danger of the company increasing its capitaliza- 
tion, would there not, to make its profits?—A. I think it would be decidedly 
detrimental to the industry of this country to put on a graduated tax. 


By Mr. Young: 

Q. Mr. Carlisle, your plan contemplates selling the product to the consumer 
at a price that will give to everybody that has touched it so far an adequate 
return, is that right?—A. That is right. 

Q. What will you do with an industry that sells its product on the world’s 
market where you cannot control the price?—A. You mean export? 

Q. Yes?—A. You will have to meet that. If you sell on the export market, 
you have to meet it in quality of products, meet it in price, and meet it in 
service. 

Q. Very well. You have industries in Canada that sell the bulk of their 
products within the country?—A. Yes. 

Q. And in that case you-can apply your system—we will say you can—and 
charge the consumer prices sufficient to meet all your requirements. But when 
you go to the export market, there is a place you can’t do that. How are you 
going to compensate those people for the additional price that they pay for the 
things that are sold entirely within the country?—A. I don’t get your question. 

Q. I mean this: In the tire industry, for example, by this scheme of yours 
you can sell those tires to the public at prices that will enable you to pay 
adequate wages, maintain your dividends, build up reserves, allow for deprecia- 
tion and all that; but when you come to sell in wheat, you can’t do that. You 
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can’t raise the price of the farmer’s wheat by a single cent, but yet you make 
him pay an extra price for his tires?—A. Well, because one industry of a 
country is unfortunate in its make-up is no reason for you to put all the 
industries in the country on a nonprofitable basis. 

Q. The wheat industry is not the only industry. Our lumber industry is 
in the same position, and several other industries that depend on the export 
market. In your own industry here I find that the price of rubber and its 
products has declined from 100 in 1929 to 84-6 in 1934; and the bulk of that 
decline, I believe, has come from the decline in the price of raw rubber. But 
in farm products the price has declined from 100 in 1929 to 57-9. That is not 
wheat alone. It is all farm products. There you have a very large class of 
this community whose income has been cut almost in half; and you are going 
the other way now with a scheme to make these people pay more for everything 
they buy, but you are powerless to increase the price of what they sell?—A. 
Well, your thought is that all industry should be brought down to the unfortunate 
position of one industry? 

Q. I am asking you this: When you find one industry in this unfortunate 
position, how will you justify a plan that proposes taking more out of them and 
giving it to others who are not so unfortunate? 

Mr. SOMMERVILLE: Well, you are not doing that. You are not suggesting 
that. 

Mr. Instey: Let us have the answer. 

Mr. SOMMERVILLE: That is not what Mr. Carlisle is suggesting. 

Mr. Youne: That is my question. I want an answer to it. 

Mr. SOMMERVILLE: Mr. Carlisle’s suggestion is that you improve industry 
so that it may help all in the country. 

Mr. Youne: Mr. Carlisle’s suggestion is that they would charge a price 
for the product, and no doubt that will enable industry to do all the things that 
he outlines. I say that involves making the farmer pay more for the things 
he buys. _ ! 

Mr. Hears: No, he has not said anything of the kind. 

Mr. Youne: I say it does. 

Mr. Heaps: Mr. Carlisle has not said that. 

Mr. Iustey: It does. It is in the United States. 

Mr. Heaps: Is it not possible to reduce the cost by the method you suggest? 


Mr. Youna: It is. Mr. Carlisle contemplates reducing the cost in order to 
raise the profits. 

The CHAIRMAN: Just a minute, gentlemen; we are getting into an argument 
across the table. I think we should allow Mr. Carlisle to proceed with his 
statement, having in mind the rather lengthy question, and see if he does not 
deal with it. 

Mr. Factor: I would like to hear Mr. Carlisle who is an authority in 
industry; I would like to hear his observations on this particular phase of it. 
bi Mr, Iustey: Mr. Young’s question, I think, is a perfectly legitimate ques- 
10Nn. 

The CHaArrMAN: But let us give Mr. Carlisle a chance to answer. 

Mr. Kennepy (Peace River): The question is based on this idea, that Mr. 
Carlisle is suggesting something that will lead to an increase in prices, and J 
think we ought to get from him whether that is so or not. 

The Cuairman: All right, let Mr. Carlisle proceed. 

The Witness: Will you state the question, Mr. Stevens? 
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The CHAIRMAN: Briefly stated, if Mr. Young will permit me the question 
is this: That the producer of wheat has to market the major portion of his 
product on the export market and is, therefore, subject to world competitive 
conditions; he intimates that your proposal would develop a more or less 
sheltered condition for Canadian industries manufacturing the goods that the 
farmer has to buy. How, therefore, will you justify to the exporter of wheat 
the position that you put him in by forcing him to pay more for his goods 
that he has to buy in Canada? 


The Witness: His question presupposes that this scheme means an immedi- 
ate advancement in price of manufactured goods and it does not do anything of 


. 


the kind. My scheme is for the stabilization and fair practices in industry, and - 


if that is done I think that the industries could operate on a profitable basis 
to themselves and profitable for the country and still not increase its prices. 
Just because you are stabilizing prices and because you are introducing a unit 
in industry does not mean that you are raising prices. 


By Mr. Sommerville: 
Q. You are avoiding— —A. The disturbing elements in business, and I am 
not talking about price increase; I am talking about price regulation instead of 
price increase. 


By Mr. Factor: 


Q. Yes, but under present conditions, Mr. Carlisle, in order to stabilize 
industry you will have to increase your prices——A. It would be the last thing 
that I would want to do if this was done to-day, as far as Goodyear Rubber 
& Tire Company is concerned; I would not increase prices. 


By Mr. Kennedy (Peace River): 


Q. For instance, Mr. Carlisle, applying it to, say, the tobacco industry, 
such regulation might result in reducing prices?—A. Yes, sir. 


By Mr. Young: 

Q. Well now, just going back for a moment, the price of rubber and its 
products dropped from 100 in 1929 to 84-6 to-day, and the price of farm 
products in the same period dropped from 100 to 52-9. Now, is that what you 
want to maintain?—A. I have got nothing to do with that. 


By Mr. Ilsley: 


Q. Mr. Carlisle, the result of codes in the United States has been to increase 
prices in practically all the big industries—A. That has been the purpose of 
their government. The present United States government started out with the 
determination to raise prices in the United States. I think it is a detriment 
instead of a benefit. This country is an export country, naturally so, and it 
would be more of a detriment than anything else to increase prices. I am not 
advocating increasing prices, I am advocating stabilization of industry. 

Q. Yes, but I thought it was pretty well agreed that the effect of codes, 
doing away with low labour costs and all other low costs, and giving everybody 
a fair return, guaranteeing it to them, placed a great big burden on industry 
which has resulted in higher prices, but perhaps I am wrong in that. 


The CHAIRMAN: Mr. Carlisle, will you now proceed. I think we have 
perhaps bothered Mr. Carlisle a little too much, and we will let him proceed 
with his statement. 
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The Witness: Now, the next thing that I would call your attention to 
is a better administration of the Companies Act. That may appear somewhat 
afield from price fixing or price maintenance, but it has this effect on industry, 
that a great deal of the ill effects that we have in industry are caused directly 
by the maladministration of the Companies Act; companies have been allowed 
to increase capital; companies have been brought into existence with capital 
that was beyond their requirements, and these stocks and securities were sold 
to the public when the public has no chance of getting a return of its money or 
an adequate return on its investment. Another thing, companies are brought 
into existence without a careful study as to whether that company has a chance 
of success or whether it has not, or whether the industry is overbuilt or whether 
it is not; the nature of the operation of the company is often not investigated. 
That was shown here yesterday, that this industry has $76,000,000 of invested 
capital; I called your attention to the price of a tire in 1920 which was, I believe, 
about $21. 

Mr. Youne: $25 you said. 

The Witness: Well, that tire to-day is selling for $3.96. Its mileage has 
been doubled or trebled. Now, to get the increase of mileage that is in the tire 
it has cost many hundreds of thousands of dollars, perhaps going into the 
millions in development expenses. 


By Mr. Sommerville: 


Q. In research work?—A. Yes, in research work. Now, the public has got 
the benefit of that. I take exception to licensing a company to manufacture, 
say tires, where this company has no laboratory, where it has no engineering 
department, where it is contributing nothing to the future of a product. That 
company comes in and copies your product and sells it at a price that is demoral- 
izing to the whole industry. I think that is one of the things that should be 
remedied. 


By Mr. Factor: 


Q. How, Mr. Carlisle?—By prohibiting companies from entering into 
business?——A. Unless they are qualified to go into business, and unless there 
is room for them to go into business. You say that would mean a monopoly 
for those who are already in business. If you want to distribute business to a 
greater extent, when those who are in business apply for additional expansion 
through Letters Patent it may not be wise to grant them, but if there are five 
companies that can supply the market and do it adequately, if you would 
license ten more then you would have fifteen which would mean complete 
demoralization of that industry, resulting in low wages, poor product, a loss 
in investments, and generally bankruptcy. 


By Mr. Young: 
Q. Is it not a fact that before Henry Ford started to manufacture auto- 


mobiles there were sufficient factories in the United States to supply the market? 

Mr. SOMMERVILLE: Were there any? 

The Wirness: I do not know as to that. 

Mr. Younc: Yes, there were sufficient to supply the market, and if these 
men had been asked if they needed any more factories to supply automobiles 
to the United States they would have said no and Henry Ford would never 
have been heard from. However, the fact remains that he opened up a factory 
and he has been in the business long enough to put automobiles into the hands 
of nearly everybody in the country; is not that a fact. 
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The Wirness: Would you recommend then multiplying companies in such 
a way that they could not exist at all? 

Mr. Youne: I would say that a man himself is the best judge as to 
whether he is competent to go into a business or not, more competent than any 


civil servant, or some other competitor or competitors who do not want them in. | 


By Mr. Edwards: 


Q. Is that not the policy and practice in Italy at the present time?—A. — 


I do not know. 
Mr. Epwarps: [ think you will find it is. 


By Mr. Factor: 


Q. But your scheme, Mr. Carlisle, it does seem to me, would be creating 
a monopoly, leaving all the business to the existing companies——A. Those com- 
panies would keep on expanding in the industry. 

Q. But they would still control the business——A. Not necessarily. When 
there is room for the sixth company then license the sixth; if there is room for 
eight companies license the eight, but do not put in fifteen companies when there 
is only room for five. 


By Mr. Isley: 


Q. Would not that system make for stagnation just as Mr. Young says? 
There is a lot of cruelty, I know, under this “jungle system,” as it has been 
called, but it certainly does pull down prices for the most part, does it not, and 
extend markets and give things to the consumer at a much lower cost. That 
has been the history of it for the last several years—-A. When you get an 
industry overbuilt. 

Q. Oh yes, some of them might get out, the inefficient ones are driven to 
the wall, that has always been the case; that is the cruel capitalistic system. 
—A. And when they go out of business somebody buys them in at a few cents 
on the dollar and they start up again. 


By Mr. Sommerville: 


Q. In your earlier statement you referred to inflation and over-capitaliza- 
tion as one of the elements that ought to. be guarded against in the administra- 
tion of the Companies Act. Were you referring there to reorganizations that 
have taken place when industries have increased their capitalization and securities 
and sold to the public?——A. That is right. 

Q. Without any public safeguard?—A. Yes, without much intrinsic value 
back of the stocks that are sold. Yesterday there was a reference made to 
special brand tires. I think it would only be fair to the consuming public if 
merchandise—and especially certain kinds of merchandise that are sold or 
manufactured—should bear the manufacturer’s name... In doing that you give 
protection to the public. Now, private brand tires can be inferior in quality; 
they are not all that way, but they can be that way, and often they are; but 
there would be one of two things: There is every advantage in selling where 
those tires can be sold at a lower price without interfering with your standard 
lines, so that the quality can be inferior and then the company manufacturing 
them does not have to bear the responsibility for that inferior quality. I have 
a circular here, or a catalogue, and I want to call your attention to it. They 
have different tires listed; they have a third grade tire and they compare their 
third grade tire against the list price of the third grade tire of the standard 
companies. The tires we have examined, as sold by this company, are of a very 
inferior grade, but they make a comparison with the third grade tires of the 
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standard companies. Here is a tire that the standard companies are selling for 
$6.15, and they offer that for sale for $4.62. The name of the manufacturer 
does not appear. In the first place, this price list of $6.15 is the published 
price of the tire, but it is not the price that the dealer secures from the sale of 
the tire, and in publishing this difference in price it creates a sale for this 
inferior tire. Take it in the other grade: They compare a tire there with the 
highest priced tire made by the standard companies, and it shows a difference 
in selling price varying from 50 per cent to 60 per cent; and in another column 
there is another tire that is still of a higher grade than the tire that he compares 
with the grade of the standard companies, and this last tire is a second grade 
tire of the manufacturer that supplies this tire. You can see the injustice of 
such selling as that. ' 


By the Chairman: 


Q. Does that not come under the head of misleading advertising?—A. Well, 
this company has been convicted. 


Mr. Factor: It was convicted in Toronto recently for false advertising. 


The Wirness: For false advertising and for false selling, but now this 
catalogue has come out here since these convictions and there is that unfair 
comparison in price, and it is misleading the public, and it is very detrimental 
to the industry. 


By the Chairman: 


Q. Well now, one reason for that you say would be if the manufacturer 
were forced to put his name or the name of the firm on the product?—A. That 
is right. 

Q. And although the tire may bear the trade mark or name of the dis- 
tributor, whether it does or not the manufacturer’s name would be clearly 
disclosed on the tire?—A. I think so. 

Q. That is one remedial measure you suggest?—A. Yes. 


By Mr, Sommerville: 


Q. Is it not in the interest of the manufacturer that his name be on the 
tire?—A. I think it is. 

Q. Perhaps you will tell the committee what advantage it has to be there, 
and what is the effect of the omission of the name?—A. Well, when the manu- 
facturers’ name does not appear on the merchandise he has no control over it 
in any shape or form. Now, if I am selling a special brand article and you 
are supplying it, if I do not care to deal with you or if you do not give me the 
price that I ask I can go to somebody else and get that same article. Now, 
the loss or volume of business,—you have gained nothing there excepting the 
money that you made out of them, but if your name was on that tire, or on 
that article, the public knows who manufactured it and you have built up an 
asset in your business by having your name on that article. 


By Mr. Factor: 


Q. That principle extends to other than tires?—A. In most kinds of 
merchandise. In some cases it might not be practical to do that. 


By Mr. Edwards: 


@. Would not that go a little further, Mr. Carlisle? Would it not have 
the tendency which possibly is to be sought after of eliminating the tire with 
the dealer’s name on it only, at least if the manufacturer’s name were placed 
on that tire it would have the effect of not antagonizing your regular dealers; 
it would have a tendency to stop that sort of thing, would it not?—A. I think 
80. 
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By Mr. Sommerville: 

Q. On the other hand, has it been the experience in the United States that 
firms who have built up private brands have switched from one manufacturer 
to another and left him without any outlets?—A. Well, that is possible in places. 
And here is another thing: If you have followed the evidence of selling special 
brands in the United States you would find that when the fellow that bought 
special brand tires built up his volume of purchases from the manufacturer then 
the purchaser of the tires put up practically an impossible position to the 
manufacturer from whom he was dealing, and he had either to accept or lose 
the business. 


By the Chairman: 

Q. They dominate the manufacturer?—A. Yes. In one case they were 
supposed to get 6 per cent or 64 per cent over cost, but the purchaser determined 
how this cost should be worked out and they got certain concessions for adjust- 
ments. When the thing was boiled down, why, the manufacturer got 2 per 
cent or 3 per cent. 


By Mr. Sommerville: 

Q. What do you mean by that? Please illustrate to the committee, if you 
will, just what you have in mind. In arriving at costs what did the buyer of 
special brand tires eliminate from the costs of the manufacturer in that instance 
in the United States?—A. In this one case that they speak of, they would not 
allow anything for old age pensions, or for insurance; they would not allow the 
general overhead of the business to be included. 

Q. You mean group insurance?—A. Yes, group insurance, and they would 
only allow the overhead in the particular plants where those tires were made. 
In fact, there were a great many things that would be eliminated. 

Q. And as a result of these deductions from the cost, the cost was cut down 
to about 1 per cent or 2 per cent?—A. 2 per cent or 3 per cent, from the 
evidence given. 

Q. And, in addition to that, what other terms do they impose?—A. Well, 
in one case they threatened to take away their business from the company 
unless this manufacturing company gave them a certain block of their stock. 

Q. And a block of stock was given?—A. I understand so. 

Q. To the private brand buyer?—A. Yes, sir. 

Q. That was a very substantial block of stock, I understand?—A. It was. 


By Mr. Senn: 


Q. Would any reputable manufacturer care to risk his reputation, or the 
reputation of his standard brand tires, by printing his name on other tires? 
—A. Then they ought not to be sold. 


By Mr. Sommerville: . 


Q. Why should a manufacturer be ashamed of his product if it is a good 
product? You think the consumer would be protected?—A. I do. 


By Mr. Factor: 


Q. But is the branded tire of an inferior quality to the standard?—A. It 
may be and it may not be. It depends on who it is made for. There are people 
selling private brand tires that are particular in doing business. Take for 
instance a tire that Eatons sell, they will sell the quality that they represent; 
they would not misrepresent the quality. The same is true of Atlas, they 
would not misrepresent the quality. But there are cases of misrepresentations 
in quality and false advertising, and it is for protection against that kind of 
selling that I am asking. 
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By Mr. Senn: 


Q. Would it not have the effect then of driving standard companies out 
of that business, and other companies whose workmanship was not so good and 
material perhaps not so good would get the business and continue the business? 
—A. They could not stay in business for any period of time on account of the 
poor quality of their products. 

Q. Not even if they buy them cheaper?—A. I don’t think so, 


By Mr. Heaps: 


~Q. Mr. Carlisle, how many tires are imported into the country?—A. Not 
a great many. 

Q. You were talking about the export of Canadian tires. Are there many 
tires exported?—-A. The export business is increasing. 

Q. And is your main competitor in the export business?—A. All the com- 
panies throughout the world. 

Q. Do you find the United States your biggest competitor?—A. That 
country, and Germany, France and England. 

Q. You spoke about labour conditions. Are the costs of your company 
determined, to a certain extent, by your labour costs; if the United States is a 
competitor in the export market the labour costs there are, in fact, a little higher 
than here?—A. Their general costs are higher than they are here at the present 
time, and that gives us an advantage in the export market. 

Q. It is an advantage to Canada in the export market?—A. Yes. 

Q. Is there much difference in the labour cost in the United States as com- 
pared to Canada under the N.R.A.?—A. I have not a comparison, but I think 
that they are higher there. 

Q. Well, they are able to compete, to sell their goods lower than you are 
in Canada?—A. I doubt if they are at the present time. 


By Mr. Ilsley: 

Q. Do you find that codes in the United States are giving Canada an 
advantage in the export market?—A, I think so. 

Mr. SOMMERVILLE: We have the wage schedules of the various tire com- 
panies, Mr. Heaps, already filed. 

Mr. Hears: In Canada and the United States? 

Mr. SoMMERVILLE: Not in the United States. 

Mr. Hears: If you had the codes of the United States that would give us 
the wages. 

The CHAIRMAN: We have the codes. 

The Witness: The wages paid in the rubber industry, I think, are quite 
satisfactory. 

Mr. Heaps: In Canada? 

The WiTNEss: Yes. 

Mr. SOMMERVILLE: I observe that we have here seven companies. Perhaps 
this might be as good a time as any just to put on the record a short analysis 
that we have made of those wage scales, 

Company No. 1, the weekly wage for men averages $19.52, 

Mr. Heaps: How many hours? 

Mr. SOMMERVILLE: In that case we have not got the exact number of hours, 
but they are not full 48-hour weeks. 

Mr. Heaps: Is that the actual wages earned or the wage rates? 
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Mr, SOMMERVILLE: Those are the actual wages earned, but only one com- 
pany has given the hours, and that is for 36 hours. May I put the list on the 
record in complete form:— 

Company No. 1, weekly wage for males $19.52; for females $11.95; the 
hourly average, for males 47 cents the hourly rate for women 28-9 cents. May 
I put it this way, the hourly rate for men is -471 and for women -289. 


Company No. 2, the weekly average rate through the year 1933, males 


$19.23; females $12.60; hourly rate males -519; females -355. 

Company No. 3, average weekly rate $21.25 for males; for females $12.57; 
average hourly rate for males -597; and for females -334. 

Company No. 4, average weekly rate for males $20.40; for females $12.48 3 
average hourly rate for males -487; for females -300. 

Company No. 5, weekly average rate for males $21.50; and for females 
$11.90. I have not the average hourly rate there. 

Company No. 6, average weekly rate for males $41.24; for females $22.74. 
The average hourly rate in that plant is -535 for males and for females -320. 
That is for a two-week period, and, therefore, the average would not be as high. 
The average hourly rate would be the same as I have given, but the weekly rate 
was for two weeks. They give theirs bi-monthly and the average given was for 
two weeks—$41.24 for men and $22.74 for women. 

Number 6: average wage for men $17.79—women $11.18; hourly rate aver- 


age from 25 to 52 cents which has not been averaged out yet, and for women — 


-241. The spread analysed shows that the hourly male average was from -471 
to -597 per hour; females from -289 to -355 per hour; weekly for males from 
$17.79 to $20.62 and for females from $11.18 to $12.60. 


Mr. Heaps: May I ask if you can give the province in which those factories 
are located? . 
Mr. SOMMERVILLE: These are all in the province of Ontario. 


Mr. Huaps: Have we got the province of Quebec? Are there any tires 
manufactured in the province of Quebec? 


The Witness: The Perfection. 

Mr, SOMMERVILLE: That is not in the association? 

The Wirness: No. 

Mr. Facror: Have you made an analysis of the footwear wage scale? 

Mr, Heaps: You did not state the period for which this wage applied. 

Mr. SOMMERVILLE: This is the average for the entire year 1933, and we 
have the list of the wages paid in every plant for the entire year. 


The CHatrMAN: In answer to that question, we now have the footwear 
wages and they will be filed. | 


(Footwear wages filed, marked Exhibit 199.) 

Mr. Factor: Will there be an analysis? 

The CHAIRMAN: We will have an analysis made of it. 

Mr. Factor: When you make the analysis, can you make it by provinces? 


The CHAIRMAN: We will do that. Now, Mr. Carlisle is there anything 
further? 

The Witness: I would like to enumerate some of the abuses that are in 
the tire business at the present time. One thing that is very disturbing to the 
prices is what we call loss leaders where tires are sold at cost or less than cost 
as a drawing card for business. We believe the department stores in the States 


and the chain stores in the States sold 31 per cent of their goods last year 
by that method. 
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By Mr. Factor: 
Q. In the United States?—-A. Yes. 


Q. What about Canada?—A. I do not know the figures in Canada. The 
condition is not as bad in Canada as in the United States. 


By Mr, Sommerville; 


Q. It grew to that extent last year in the United States?—A. Yes. 

Q. What was the effect upon the industry in the United States of that 
practice?—A. It is very demoralizing. The tire prices in the United States 
have been awful, and look at the losses the companies have sustained. There 
was no such thing as a stabilized price until the government stepped in and 
they have made certain regulations that have improved the condition. And 
another thing that is detrimental and very disturbing to the selling of tires in 
this country is what we call seasonal sale, where the merchant will put on 
a week’s sale or two weeks or sometimes a month’s sale, and during that time 
it affects the legitimate selling and maintenance of price in industry. 

Mr. SENN: These seasonal sales would not be old stock, would they? 

The Wirness: No. They are tires usually bought at a special price and 
sold at special prices, a sort of drawing card. They are put on in the spring 
or a mid-summer sale or often a sale in the fall. Now, another thing that is 
an unfair practice—the industry’s tire adjustment and tire guarantees—that is 
a means of reduction in the price and IJ think it should be regulated. In the 
United States they had a guarantee that guaranteed material and workman- 
ship of the tire during its lifetime, and then they had a year’s guarantee against 
almost any hazard. I think there were a few exceptions. The government in 
the United States a few days ago reduced that guarantee to ninety days which 
I think is constructive, and I think it should be done in this country. 


By Mr. Young: 


Q. Do you mean to say you would prevent a man guaranteeing his product? 
—A. No. A ninety-day guarantee is a fair guarantee; but it is an unlimited 
guarantee, is it not. 


By Mr. Sommerville: 


Q. The guarantees had reached the point in the United States where they 
guaranteed against almost every conceivable hazard on the road, whether it 
was the fault of the tire or not?—A. That is right. 

Mr. Factor: What about the Canadian situation? 

The Wirness: We have a guarantee, a time guarantee. I think on some 
grades of tires it is for nine months and other grades of tires it is for a year. 
I think it is a very unfair guarantee. 

Mr. SOMMERVILLE: You guarantee against all road hazards? 

The Witness: Practically all. 

Mr. Senn: You do not mean that that guarantee in the United States was 
limited on workmanship and material? 

The Witness: No. They have a time guarantee as well; but the govern- 
ment now only allows guarantees against defects for ninety days. 

; ae Epwarps: In other words, you think a defect will show up within ninety ~ 
days! 

The Witness: I think so. 

Mr. Youne: Have you a mileage guarantee? 

The Witness: No, we have not. 


2200 SPECIAL COMMITTEE 


By Mr. Sommerville 

Q. There used to be?—A. Yes. 

Q. And that has been replaced by the guarantee against all road hazards, 
has it not?—A. Now, many other conditions are not good. There are special 
and secret discounts which lead to price cutting. I have a number of advertise- 
ments here, some from Montreal and other locations, where they are advertising 
tires at cost. Now, it costs the retailer something to do business, perhaps 15 
per cent. If he gets his regular margin he wants 40 per cent. Here he is 
advertising at cost. That is very destructive and should be prohibited. Selling 
tires at cost he is losing money, and he is merely draining his capital in an 
effort to sell his goods. Here are some of the remedies— 

Q. Or else it comes out of his profit on other goods—A. Yes, or out of his 
other goods. Now, these are some of the abuses that should be corrected, and 
I think it is the purpose of this committee to make such corrections and to ask 
for such legislation that will give fair remedies to the malpractices that are in 
the industry. If this is to be done, I take it you have sufficient information 
here as to the industry in general to be able to formulate such legislation, and 
if there is to be a correction I think it can only come through legislation, and 
I have my doubts if very much improvement, if any, can be made through 
further public examinations. 


By Mr. Young: 

Q. Have you ever had any price maintenance arrangement in Canada in 
the tire business?—A. Yes. 

Q. When?—A. Oh, a number of years ago, I think there is practically none 
at the present time that I know of. 

Q. Was there any last year?—A. I think not. I would like to see main- 
tained prices—would lend myself to the fullest extent to bring that about; 
but prices were not maintained last year. 


By Mr. Factor: 
Q. You do not believe in the principle that publicity has a certain levelling 
effect in remedying abuses?—-A. No, I do not. I think it will have to be 
done through direct control. 


Witness retired. 


W. A. Epen, called and sworn. 


By Mr. Sommerville: 

Q. What is your position?—A. President, Dominion Rubber Company. 

Q. And what is your position in the Rubber Association, the Footwear 
Association?—A. I am a director of the Rubber Association. 

Q. Now, Mr. Hannay stated yesterday that in the Rubber Association 
there was a branch or a group known as the Rubber Footwear Association, 
ane you are now representing them in your presentation to the committee?—A. 

es, 

Q. Who are the members that constitute the Rubber Footwear group in 
the Rubber Footwear Association? Well, we got them from Mr. Hannay 
yesterday, so you do not need to repeat them. Now, we have had presented to 
us from several sources the complaint, Mr. Eden, that the Rubber Footwear 
Association have a certain group of distributors whom they allow a larger dis- 
count to than others?—A. Yes, they are all filed with you, I believe. 

Q. And I observe on the statement that is filed your discounts are arranged 
to listed accounts as follows: group A get a discount on tennis footwear of 12 
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per cent; group B get a discount of 10 per cent; group C get a discount of 8 per 
cent and group D get a discount of 6 per cent. Is that correct?—A. Yes. 

Q. Now, that is this season’s discount allowance on tennis footwear. Then, 
on last year’s tennis footwear the grouping was the same except that group A 
got 15 per cent discount; is that correct?—A. Fourteen, I believe. 

Q. Well, this is on the statement?—A. Those figures will be correct. 

Q. Yes. 15 per cent on last year’s list on tennis?—A. Yes. 

Q. On rubber footwear for the present season the discounts are the same 
as in the case of tennis footwear?—-A. Yes. 

Q. Last year your discount to group A was 14 per cent; to group B 11 per 
cent; to group C 8 per cent and to group D 6 per cent?—A. Yes. 

And then, in addition to these discounts what other discounts are 
allowed to group A?—A. Well, there is a sliding scale of bonuses on volume 
which is recorded there over a certain amount. 

Q. And this is your scale for volume; customers’ bonus for volume, customers 
purchasing over 250,000 annually—from 250,000 up to 500,000, 14 per cent on 
the excess over 250,000?—A. I believe that is 1 per cent now. 

Q. This says 14 per cent?—A. Is that tennis or what? 

Q. This is tennis and rubber footwear?—A. Yes. 

Q. 14 per cent. Customers purchasing 500,000 up to 750,000, 15 per cent 
on the excess over 500,000; customers purchasing 750,000 to 1,000,000, 14 per 
cent on the excess over 750,000. Customers purchasing a million or over, 15 
per cent on the excess over a million. That would be a total of 6 per cent to 
the customers purchasing a million or more?—A. Only on the last part of it. 

Q. Yes. Then your bonus for unlisted accounts—with reference to the 
“A ede Sh footwear for the present season you allow 1 per cent instead of | 
15?— JO eSs 

Q. And in the case of rubber footwear that is 4 per cent less than you 
allowed last year all the way down the line?—A. Yes. 

Q. Then, the bonus for volume of unlisted accounts. You have, I see, 
purchases of $500 to $999 and the rate is 1 per cent; $1,000 to $2,499 and the 
rate is 2 per cent; $2,500 to $4,999 and the rate is 3 per cent; $5,000 to $9,999 
and the rate is 4 per cent; $10,000 to $14,999 and the rate is 5 per cent; $15,000 
or over, and the rate is 6 per cent. What do you mean by that?—A. Those are 
the dealers where they are too numerous to list. They run into the thousands. 

Q. Do you mean the page is too short, or the willingness of the asso- 
ciation?—A. Not at all. We would be perfectly pleased, sir. We will give you 
files, thousands of dealers. 

Q. Oh, no, no. These are the retail dealers?—-A. The retail dealers. 

Q. Right across the country?—A. Right across Canada. 


By Mr. Factor: 

Q. They are not contained in these groups A, B and C?—A. They are not 
large enough to put in these groups. 

Q. What is the principle you apply before you list a dealer?—A. He has to 
buy—after he buys over $20,000 I believe, he goes into—but these listings are 
made absolutely on the basis of the savings we have made. 

Mr. SomMERVILLE: Mr. Eden, how do you arrive at these groupings and A, 
B, C and D? 

The Witness: By volume purchases. 

Mr. SomMERVILLE: Now, what is the volume purchase required to get into 
class D—the lowest class? 

The Witness: I would like to have the secretary answer that. 

Mr. Factor: I thought the volume controlled. 

The Witness: It does in the lower brackets. 
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Mr. Epwarps: That is the combined buying? 

The Witness: The combined buying from any Canadian company. 
Mr. SoMMERVILLE: What is the volume required to get into group D? 
The CuHarrMAN: We had better swear Mr. Badden. 


H. J. Bappen, called and sworn. 


By Mr. Sommerville: 

_ Q. To get into class D, Mr. Eden, one must sell $20,000 worth; must buy 
from the association members $20, 000 worth of footwear: is that right?—A. 
Yes, sir. 

Q. And that means if you buy $20,000 worth from the whole group you 
do not have to buy it from one merchant?—A. No, anyone, or from all of them. 
Q. And if you did that you got a discount of 6 per cent?—A. Yes. 
Q. And that is to encourage volume buying. You increase the discounts 
with the increased volume?—A. Oh, yes, quite. 
Q. Now, then, what is the minimum amount of purchase required to get 
into class C? 
Mr. Bavpen: $20,000. 
Mr. SoMMERVILLE: $20,000 to get into class C? 
Mr. Bappren: Yes. 
Mr. SoMMERVILLE: That is the same as D? 
Mr. BappEen: Yes. 
Mr. SoMMERVILLE: And if you are in class D then you get 8 per cent? 
Mr. Bappen: If you are in class C. 
Mr. SoMMERVILLE: What is the other inducement that is to be held out to 
get into class C? 
Mr. Bappen: You are asking me? 
Mr. SOMMERVILLE: Yes. 
Mr. Bappen: There is no inducement; class D is a co-operative group: 
Mr. SOMMERVILLE: Class D is a co-operative group? 
Mr. Bapprn: Yes. 
Mr. SomMERVILLE: Are there many in that group, or are there only one or — 


two? 

Mr. BappEen: Three or four, I believe—about four I think. 

Mr. SoMMERVILLE: Now, class C is the same volume of capacity and they 
get 8 per cent? 

Mr. BappEN: Yes, sir. 

Mr. SoMMERVILLE: What volume is required in class B? 

Mr. BappEeNn: $38,000—$35,000. 

Mr. SomMERVILLE: That is to say, if you have $35,000 worth of goods then 
a discount of 10 per cent is allowed? 

Mr. BappEn: Yes, sir. 

Mr. SoMMERVILLE: Then, what is the requirement to get into class A? 

Mr. Bappen: $75,000. Do you want the names? 

Mr. SOMMERVILLE: Yes, please. 


Mr. Bappen: Agnew-Surpass Shoe Stores, Dupuis Freres, Limited, Montreal, 
T. Eaton Company, Hudson Bay Company, J. B. Lefebvre, Robert Simpson 
Company, Army and Navy Department Stores and Neighbourhood Stores 
Limited. 
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Mr. SomMervitLE: When did Army and Navy Stores and Neighbourhood 
Stores Limited move up from class B to class A? 


Mr. Bappren: This year. 
Mr. SOMMERVILLE: Purely on volume? 
Mr. BapprEn: Yes, sir. 


Mr. SOMMERVILLE: And you say that the only requirement for getting into 
class A is the volume of $75,000 or more? 


Mr. BappEen: Yes, sir. 
The Witnuss: No, excuse me— 
Mr. BappEN: Except co-operative buying. 


By Mr. Sommerville: 


Q. Mr. Eden, suppose a co-operative group wanted to buy from you $200,000 
worth of shoes in rubber footwear in a year, that would be a volume that you 
would desire?—A. Yes, sir, we would. 

Q. Why would not you give them the same 12 per cent that you give to the 
Hudson Bay Company or Lefebvre or Dupuis Freres?—A. On the basis, sir, 
that unless a company can relieve us of expense they are not entitled to a 
discount. 

Q. What do you mean by unless they can relieve you of expense?—A. With 
the co-operative you have to put your travellers on the road; you have to go 
out and write the amount; you have to ship them in individual shipments and 
the only thing they do is guarantee the credit. 

Q. That is rather an essential thing, is it not?—A. I do not know. 

Q. Is not that a very essential thing, Mr. Eden?—A. I would sooner have 
a group of a few thousand merchants than have some of the guarantees you 
would get from the co-operatives. 

Q. Now, let me see, in this class we will take the York Trading Company; 
that is rather a responsible organization, is it not?—A. I believe so. 

Q. If the York Trading Company offered you business of $200,000 guaran- 
teed payment, would you refuse them 12 per cent?—A. I cannot say offhand. I 
would like to look at their statement. I do not know. 

(). Now, you know the principle that actuates you, that dominates; you have 
had it up before your association?—A. I would not give the York Trading Com- 
pany $250,000 credit. 

Q. Why not?—A. I do not think their assets warrant it. 

Q. Well, they have paid you, have they not, or your association as much 
as $250,000 or $300,000 a year, have they not?—A. Yes, sir. 

Q. Well, why on the business for which they paid you cash $250,000 or 
$300,000 a year—why not put them in the same position as Lefebvre Brothers, 
we will say, who, I fancy did not buy two or three hundred thousand?—A. 
You would have the travellers’ expenses in canvassing that would run anywhere 
from, I would say, 5 to 8 per cent to canvass the York Trading Company’s 
accounts. You would have something else—I would think to canvass the 
Lefebvre account of one-half of 1 per cent. 

Q. You have your travellers on the road anyway canvassing independent 
dealers?—A. No, we give a traveller a full day’s job. We route those travellers. 
Every place they go takes time. It is a mistaken idea. Some people think 
because our traveller is in the town he can call at two places at the cost of one. 
It cannot be done. 

Q. Do you say it is double the cost?—A. No, but take that type of busi- 
ness, calling more or less on the retail trade, travellers’ expenses will average in 
Canada more than 7 per cent. Lefebvre will take carload lots; York trading, 
small shipments to small individuals. 
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Q. If the York Trading Company took the shipment into their own ware- 
house and distributed the goods themselves would you give them the 12 per 
cent? Why hesitate?—-A. Well, if they maintained prices, but we were not 
interested in that type of business. 

Q. You are not interested in that type of business; why not? You are 
looking for volume. 


Mr. Iusutey: The answer is no. 


The Witness: If that does not relieve us of the expense we cannot afford, 
our price is such; we cannot give discounts unless we get rid of some expense. 


By the Chairman: 


Q. Yes. But, Mr. Eden, Mr. Sommerville’s question was if a given con- 
cern offered you the business delivered in their warehouse, limiting your 
expenses to which you referred, would you sell them; is your answer “ No” 
—which I understand it is—you have not said so?—A. It might, or it might 
not be, sir. I doubt very much if our company would take it. 

Q@. Let me put this to you: the retailer in the country finds himself con- 
fronted with an extraordinary form of competition, namely the large distributor 
such as the department store, and he finds that the department store is able 
to sell your goods—the identical goods—at cost, and in some cases below what 
he can buy at?—A. Not our goods, sir. 

Q. I am talking about the goods which you represent, rubber goods?— 
A. I doubt it very much. 

Q. We have evidence here to that effect?—A. You mean in Canada. 

Q. Yes, but we will not quibble over that; sold at prices he cannot 
compete with, was the term. Now, they are forced to get together in self 
defence, and they get together and they try to buy in carload lots so as to 
meet your volume requirement, and you won’t sell them. Now, why?—A. 
We cannot give a discount where we do not eliminate expenses. 

@. You do eliminate expenses with them, they get together and order 
in volume. Don’t forget this, Mr. Eden, you gave evidence here definitely that 
the principle upon which your discount is fixed is on volume?—A. Yes, sir. 

Q. A group of retailers get together and give you volume. 

Mr. Facror: Have them shipped to a central warehouse. 

The CHarrMAN: Yes, have them shipped to a central warehouse. Now, 
they have met your requirements, but you will not give them what you would 
give to a big department store on your Class A list. In fact, the difference is 
14 per cent; or, if you take Class D it is the difference between 14 per cent 
and 6 per cent, or 8 per cent. 

Mr. Bapppen: Pardon me, the big trade get an extra 2 per cent. 

The CuHairMAN: I am not talking about the big trade at the moment, I 
am talking about another group. 

The Wirness: Any group can get, and co-operative group that bought 
that quantity would immediately go into this 6-and-2 per cent. 

Mr. SOMMERVILLE: Yes, but then if they bought $500,000 worth, they 
would not get into the 14 per cent class. 


By the Chairman: 


Q. On what basis do you fix that Class A? You have told us it is on 
volume, and when we put to you the question which has been laid before this 
committee in evidence from the retailers, you say, no you can’t do it. Now, 
I ask you, on what condition do you fix this Class A discount of 14 per cent? 
—A. Volume, I suppose, is the main thing— 
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Mr. Facror: That is not answering the question. Supposing Mr. Young, 
Mr. Ilsley and I group ourselves together and buy $100,000 worth of rubber 
footwear, and ask you to ship it to a warehouse; would you put us in Class A 
and give us 14 per cent. 

Mr. SOMMERVILLE: You would put in Class B. 

Mr. Factor: Why not in Class A, if volume was the only consideration? 

The Witness: It is volume, and method of doing business. 

Mr. Facror: I know, but we are eliminating your extra expense of doing 
business by having you ship it to a warehouse. You have no traveller’s expenses. 
We come to you with an offer for $100,000 worth of footwear. Now, what is 
the extra expense. There is no expense for travellers. Why are we not entitled 
to go into Class A. 

The Witness: I do not know what the action of the other companies 
would be, we would not take that business. 

Mr. Factor: Why not, if volume is the only consideration. 


By Mr. Edwards: 
Q. Is volume the only consideration?—A. No, the stability of your 
customers. . 


By Mr. Kennedy (Peace River) : 


Q. We are paying cash, I do not see what stability has to do with it.— 
A. I never had that experience. 
Mr. Youne: What do you mean by saying the stability of your customers? 


By the Chairman: 


Q. You know, Mr. Eden, there are hundreds of retailers throughout this 
country that have been doing business with your several firms for ten or 
twenty years, first class accounts, no question of payment, no risk other than 
ordinary risks; and yet if a group of them got together and wished to buy 
collectively in order to give you volume and eliminate the cost of travellers 
and so forth, you won’t sell them; and yet you expect them to distribute your 
goods in competition with your Class A list who are preferred, without any 
saving made in additional cost over what these others would be. Is that a fair 
way of treating your retail customers?—A. If they picked out an isolated 
customer in this town, and another isolated customer in another town, that 
does not relieve us of travelling expenses. 

Q. I am not talking about isolated cases. Take Calgary, for instance, 
you send Class A goods there, and you send the same kind of goods to Regina, 
or Edmonton, or Toronto, or Montreal, or other places that you send to. Your 
travellers still go to these towns all over the country and you do not eliminate 
travelling because you sell one person on a Class A list. Now, if another group 
comes along and places a similar volume, you will not sell them?—A. No. But 
I would like to see the whole trade of the country organized so you could cut 
down this expense, sir; I would be tickled to death to do it. 

Q. Why do you give one class of distributor a 14 per cent advantage over 
the other? Can the other fellow live? I ask you as a business man, and as a 
manufacturer, can the distributor live with a handicap of 14 per cent?— 
A. You mean the retailer? 

Q. The retailer?—A. I think the closest spreads I know of, Mr. Stevens, 
on any line of merchandise being distributed in Canada are these footwear 
spreads. I think he could live, yes. 

Q. I do not, not on 14 per cent spread?—A. Yes, sir. That is the lowest 
I have ever seen it. It is the lowest I know of on any general line of merchandise 
being distributed, the spread between the big account and the small account. 
Tt is the lowest of any kind of merchandise I know of being distributed. 
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By Mr. Sommerville: 

Q. That is the very finest evidence we have had so far that the retail 
merchant is under a very much worse handicap than has yet been disclosed to 
us. Do you say yours is the lowest?—A. It is the lowest I know of, sir. 

Q. Tell me this, Mr. Eden, will you swear that everyone in the Class A 
group that you have mentioned has bought during the last year $75,000 worth 
or more of merchandise?—A. From the records that Mr. Badden submits to me; 
he is the man who made the audit, I did not. 


Mr. BappEN: I would swear to that, yes, sir. 
Q. In your class A is there any other consideration than this volume that 
gets 14 per cent in the Class A? 


Mr. Bappen: Not that I know of. 
Mr. Even: There is not. 


Q. Now, let us have Class B, the names of the persons in Class B; there is 
the Woodward Store, Vancouver. 


Mr. Factor: This is another illustration of the making of laws outside of 
parliament, we will have a lot of this. 


Mr. Bappen: Class B: O. Berriere, Montreal; J. Beaudin, Montreal; B. E. 
Belarose, Montreal; Brikovitsky Limited; Central Supply Warehouse, Toronto; 
Merchants Consolidated Limited, Winnipeg; R. Neil, Peterborough; Paquette 
Company Limited, Quebec; Pollock Shoes Limited, Toronto; Segal Shoe Stores 
Limited, Hamilton; David Spencer, Limited, Vancouver; Vancouver Boot and 
Shoe Company, Vancouver; Woodward Stores Limited, Yellow Sample Shoe 
Stores, Zellers Limited—that is all. 

@. When did Zellers Limited of Montreal, and R. Neil Limited of Peter- 
borough move up from Class C? 


Mr. Bappen: This year. 
Mr, Facror: Who is the Central Supply Warehouse? 
Mr. Bappren: I do not know who they are. 


Mr. Factor: Is that the organization that supplies the Provincial govern- 
ment in connection with their relief work. 


Mr. Bappren: I do not know who they are. 

Mr. Factor: Do you mean to tell me you don’t know who your customer is. 
Mr. Bappen: It is not my customer. 

Mr. Facror: Is that the organization that Mr. Sparks is at the head of? 
Mr. Bappren: I don’t know. 

Mr. Factor: Who would know? 

The Wirness: It is not our account. I don’t know. 


Mr. SOMMERVILLE: The members of the association that are selling at their 
discounts ought to know their customers, I would think. 


The Witness: We will get that information. We will find out. 


Mr. SomMervitteE: Mr, Eden, Woodward’s Stores, Limited, would not buy 
a volume exceeding $75,000 in a vear? 


Mr. Bappen: They didn’t last year, apparently. 

Mr. SOMMERVILLE: Well, the year before? 

Mr. Bappen: They may have the year before. 

Mr. SomMeErVILLE: They have never been in class A? 
The Witness: They have never had the qualification. 
Mr, SoMMERVILLE: Never qualified? 

The Witness: No. 
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Mr. SoMMERVILLE: That is, they never had the volume? 

The Witness: Never had the volume. 

Mr. SoMMERVILLE: David Spencer, Limited, never had the volume to qualify 
for class A? 

The Witness: No. 

Mr. SomMMERVILLE: What is the qualification for class B, $35,000? 

Mr. Bappren: $35,000. | 

Mr. SoMMERVILLE: Do you say that all the people who are in class B 
bought $35,000 worth of shoes last year—rubber footwear? 

Mr. BappEen: Yes. 

Mr. SoMMERVILLE: Were there any persons who bought from you last 
year $35,000 worth of footwear that are not class B? 

Mr. Bappen: Nobody except the co-operatives. 

Mr. SomMERVILLE: I observe that you have Neil, Limited, of Peterborough, 
on that list? 

Mr. BappEn: Yes. 

Mr. Sommervitte: And he is in the same position as Woodward’s Stores 
of Vancouver and David Spencer of Vancouver? 

The Wirness: He runs a string of shoe stores through the province of 
Ontario. He is not just located in Peterborough. 

Mr. SomMervILLE: A chain store. When you sell to chain stores, don’t 
you ever go to the various steres and see what their supplies are? 

The Witness: No. They all come in through a central purchasing house. 

The CuairmMan: You distribute direct to each store? 

The Wirness: In some part of the year; other times you ship to a main 
warehouse. 

Mr. SOMMERVILLE: Who are in class C? 

Mr. Bappen: Bryson & Graham at Ottawa; Cut Rate Shoe Stores, 
Hamilton; A. J. Freiman, Ottawa; R. T. Holman, Limited, Summerside; Henry 
Morgan & Company, Montreal; Pattenick & Company, Toronto; J. G. Watson, 
boots and shoes, Montreal; Syndicate Stores, Quebec, Limited, Quebec; 8. & A. 
Chain Stores Limited, Hull. 

Mr. SommeErvILLE: What is Syndicate Stores, Quebec; is that a co-operative? 

Mr. Bappen: Not that I know of. 

Mr. SOMMERVILLE: What are they? 

Mr. Bappen: I understand it is an individually owned concern. 

Mr. SommeErvIttE: Those are all the firms that bought $20,000 or more of 
shoes from your firm or from the various firms, from the group? 

Mr. Bappren: Yes. 

Mr. SoMMERVILLE: Except the co-operatives? 

Mr. Bappen: Yes. 

Mr. Sommervitue: Let us see this select class of co-operatives. Who do 
they include? 

Mr. Bappen: Association Grocers at Calgary; Marquis Chain Stores, 
Regina and Saskatoon; Merco Wholesale, Limited, Edmonton; Western Grocers, 
Limited, Winnipeg; York Trading Company, Toronto. 

Mr. Sommervitte: Last year the Merchants Consolidated moved up from 
class D to class C. 

4 nq BappEN: The Merchants Consolidated are not a co-operative, are 
they { 
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Mr. SomMERVILLE: Well, you have them in class B. 
The Witness: Well, if they went up, their volume justified them in going 
up from one group to another. 


By Mr. Sommerville: 


Q. Now, Mr. Eden, we had evidence given here that in the year 1931 two 
of the members of your association did supply rubber footwear to the Mutual 
Stores, payment for which was guaranteed by the York Trading Company and 
in respect of which they were given the discount which their volume justified 
them in getting. Do you know that?—A. I know they were sold. I don’t know 


what the discount was. : 
Q. What discount do you believe they were sold at?—A. I have not the 


faintest idea. 

Mr. SoMMERVILLE: Perhaps the secretary can tell us. 

Mr. Bappen: No. This organization was not in existence then. I have not 
any record. 

Mr. SoMMERVILLE: It was not in existence. It was during the period of 
transition. It had been in existence before that, had it? 

Mr. Bappen: I don’t know anything about it. 

Mr. SoMMERVILLE: When did it come into existence? 

Mr. Bappmn: January, 1932. 

Mr. SomMERVILLE: Yes, January, 1932; and in January, 1932, it has been 
sworn that when this organization you say came into existence, these men came 
to the Mutual Stores and stated: We are very sorry that we cannot sell to you 
on the discounts that we allowed last year, because the association won’t let 
us.” Is that true? 

Mr. Bappen: I don’t know. I don’t know what was said to them. 

Mr. SoMMERVILLE: Weren’t you at the meeting, Mr. Badden? 

Mr. Bappren: No, sir. 

Mr. SoMMERVILLE: Were you at a meeting at which Mr. Kaufman 
explained to the members of the Mutual Stores why they could not? 

Mr. Bappren: I was at a meeting, yes, where he discussed the matter with 


Mr. SOMMERVILLE: What was he discussing? 

Mr. Bappgen: Their discounts. 

Mr. SomMeErRvVILLE: What discounts was he discussing? 

Mr. Bappren: Various figures that they wanted. 

Mr. SoMMERVILLE: What discount was mentioned at that meeting as the 
discount allowed the previous year? 

Mr. Bappren: I don’t remember, sir. 

Mr. SomMervILLE: Did Mr. Kaufman not bring you in to bear out the 


shephag ea that the association would not allow them to sell to these Mutual 
Stores? 


Mr. Bappen: I don’t know why Mr. Kaufman brought me in. 


Mr. SomMervitte: Didn’t he explain to them in your presence that that 
was the object, that he brought you in to bear out his statement that it was 
hot his statement alone, but you were the secretary of the association? 


Mr. Bappen: I think he wanted me to hear their remarks. 
Mr. SommervititE: And you heard his? 
Mr. Bappren: Yes. 


Mr. SomMMervILLE: Yes. And didn’t he say to the members: “The reason 
I can’t is because Mr. Badden holds my bond.’”’? 


Mr 
Mr 
Mr 
Mr 
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BappEN: I don’t recall. 

SOMMERVILLE: Well, do you hold his bond? 

BApDDEN: Yes. | 

SOMMERVILLE: The bond of how many members of the association? 
BappEN: Every one of them. | 

SOMMERVILLE: What is the amount of the bond? 

Bappen: It varies. | 

SOMMERVILLE: Was his bond $10,000? 

BADDEN: No. 

SOMMERVILLE: What are the amounts of the bonds, the variation? 
BapDEN: They vary from $10,000 to $75,000. 


Mr. SOMMERVILLE: From $10,000 to $75,000? 

Mr. BappEN: Yes. 

Mr. SoMMERVILLE: And those bonds are given by the rubber footwear manu- 
facturers? 


. BADDEN: Yes, sir. 

. SOMMERVILLE: Why this bond of $75,000? What is that for? 
. BADDEN: As a guarantee of good faith. 

. SOMMERVILLE: Good faith in what? 

. BADDEN: The association’s arrangements. 


. SOMMERVILLE: The association’s arrangements. Well, these are all 
le merchants who have been carrying on business for a long time. Why 


: insist on a bond for good faith? 


Mr 
| Mr 
| Mr 
Mr 
Mr 
bond of 
| Mr 
Rubber 


. BADDEN: You heard Mr. Carlisle say that these things never work out. 
. SomMERvVILLE: And this is a guarantee that something will work out? 
. BappEN: We hope so. 

. ILSLEY: Have you the bond? 

. SOMMERVILLE: Will you be good enough to tell me the amount of the 
each of the members of the association? 

. BADDEN: Yes. Canadian Goodrich Company, $20,000; Gutta Percha & 
Limited, $20,000; Dominion Rubber Company and its subsidiaries, 


$25,000. 


Mr 


. SOMMERVILLE: You are in the preferred class, Mr. Eden. 


The Witness: It would seem so. 


Mr 


_ BappEN: Kaufman Rubber Company, $20,000; Northern Rubber Com- 


pany, $20,000; Miner Rubber Company, $20,000; Woodstock Rubber Company, 


$15,000 


Mr. 
Mr. 
Mr. 
Mr. 
Mr. 


; Acton Rubber Company, $10,000. 

Factor: Have you got a copy of the bond? 

BADDEN: There is not any bond. It is cash. 
SOMMERVILLE: Oh, it is cash? 

BADDEN: Yes. 

SoMMERVILLE: That is better still, The bonds are called. 
. Factor: Deposited with whom? 

. BADDEN: With us. 


Mr. SOMMERVILLE: Who do you mean by “with us”? 


. BADDEN: Hardy & Badden. 


Mr. SoMMERVILLE: At Toronto? 


. BADDEN: Yes. 
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CHAIRMAN: It is no wonder they find them difficult to manipulate, 


Factor: Under that agreement, Mr. Badden? 

BADDEN: Yes. 

Factor: Where is the copy of the agreement? 

BADDEN: I have it here. 

Factor: Will you file it with the committee? 

BappDEN: I will have to file my original minute book. I can send a copy. 
SOMMERVILLE: I think we will have that minute book. You won’t need | 


it for a little while. We will send it back to you. 


Mr. 
Mr. 


Mr. 
deposit? 


Mr. 


Factor: What are the essential terms of the agreement? 
BADDEN: What do you mean? 


Factor: What are its terms? What are the conditions of making the 
What does the man have to do? How does he have to behave? 


BADDEN: To carry out the various arrangements that are entered into. 


. SOMMERVILLE: What arrangements are entered into, as to price? 
. BADDEN: As to price, standardization. 

. SOMMERVILLE: There is standardized price? 

. BADDEN: Standardization of goods. 

_ SOMMERVILLE: Of goods? 

. BADDEN: Yes. 

. SOMMERVILLE: First of all there is standardization of goods? 

. BADDEN: Yes. 

. SOMMERVILLE: And the price agreed upon is standardized? 

. BADDEN: Yes. 

. SOMMERVILLE: Then one member can’t depart from that standard with- 


out submitting his suggestions to the association? 


Mr. BADDEN: Yes. 

Mr. Sommemrvitie: And if one member desires to manufacture a certain line 
then the other members must be made aware of it and agree upon that. 

Mr. BappEn: Yes, sir. | 

Mr. SoMMeERVILLE: And then any member may manufacture the same line. 

Mr. BappEn: Yes, sir. 

Mr. SoMMERVILLE: So that there is, in that respect, standardization of lines? 

Mr. BappEn: Yes, sir. 

Mr. SoMMERVILLE: Now then, is there a standardization of price for these 
standard lines? | 

Mr. BappEn: Yes, sir. 

Mr. Sommervitue: And that price is agreed upon among the members of the 
association? 

Mr. BappEn: Yes. 

Mr. Factor: That is the price at which they are to sell. 

Mr. SommeErvVILLE: That is the price at which they are to sell the goods 


to the jobber. 


Mr. 
Mr. 
Mr. 
Mr. 


BAppEN: Yes, to anybody. 

Epren: That is the list price. 

SOMMERVILLE: That is what you call your list price? 
BADDEN: Yes, sir. 
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Mr. SoMMERVILLE: And from that list certain payments are agreed upon? 
Mr. Bappens Yes, sir. 

Mr. Factor: And also a price that the retailer has to get for it. 

Mr. Bappren: No, sir. 

Mr. Factor: That is not the case? 

Mr. BapprEn: No, sir. 

The CuHatrMan: We will now adjourn to meet at 3.30. 


The committee adjourned at 12.55 to meet again at 3.30 p.m. 


AFTERNOON SITTING 
The Committee resumed at 3.30 p.m. 


The CHAtRMAN: Order, gentleman. 
We will continue with the same witnesses we had this morning. 


Examination of Mr. W. A. Eden, and Mr. H. J. Badden, resumed. 


By Mr. Sommerville: 

Q. At adjournment we were dealing with the question of association that 
exists, and the basis of this association. Now, let me understand it, in addition 
to fixing the price among the members of the Association I understand you also 
fix the quota of business for each member of the association?—A. Yes, sir. 

Q. If you will just speak up so the reporter can hear you?—A. Yes. 

@. And the last quota fixed was apparently on the 5th April, 1934, at a 
meeting; and I read this resolution: that the new pool percentages effective 
January 1, 1934, are confirmed as follows: Dominion Rubber Company Limited, 
38°92 per cent; Gutta Percha Rubber Limited, 11-29 per cent; Kaufman 
Rubber Company, 10-58 per cent; Miner Rubber Company, 10°62 per cent; 
Northern Rubber Co., Ltd., 9:91 per cent; Canadian Goodrich Company, 9-16 
per cent; Woodstock Rubber Company Limited, 6-78 per cent; and the Acton 
Rubber Co., Limited, 2:74 per cent—a total of 100 per cent. That constitutes 
the whole volume of business as filed, is that right?—A. Yes, sir. 

@. And if any one member sells more than his quota, what happens?— 
A. He pays into the pool 25 per cent of his excess. 

Q. He pays into the pool 25 per cent excise?—A. No, excess. 


Mr. Youne: You might as well call it an excise tax. 


By Mr, Sommerville: 


Q. And then that 25 per cent forms the pool fund?——A. Yes. 

Q. Now, let me see; that amount was increased, was it not, by 15 per cent? 
Page 120 of the minute book contains this resolution: Resolved that the reso- 
lution covering the additional pool tax as passed at the meeting held on 
November 8, 1933, is amended by adding, “shall only apply on the new 
season’s list;’”? making the resolution now read: “that the resolution passed at 
a meeting held October 26, adding 15 per cent additional pool tax for all goods 
shipped at former prices after the new list was in effect shall apply only on 
the new season tennis list.” Does that mean there is 40 per cent paid?—A. No. 

Q. What does it mean?—A. It means that orders which are not shipped 
after a certain date, if there is a price increase, take a certain tax. 
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Q. But this says— —A. An additional tax. 

Q. Additional?—A. That is to prevent any company where there is an 
increase in material, and it is evident that there is to be an increase in price, 
going out ahead of time and taking unfair advantage of the industry, writing 
up a lot of business ahead of time. If they do that, there would be an extra 
tax on it. 

Q. I do not get that yet, Mr. Eden. They would in any event pay 25 per 
cent if they sold more than their quota; then you say they would pay 15 per 
cent excess over the quota?—A. Yes. 


Q. What does this mean when it says 15 per cent additional pool tax?— | 


A. That would be 40 per cent. 
Q. On new season tennis list. This additional 15 per cent is for all goods 
shipped at former prices after the new list is in effect?—A. Yes. 


By the Chairman: 


Q. This is similar to the Cartel system in Europe?—A. Exactly the same, 
the same general principle. 


By Mr. Heaps: 


@. Your quota system applies for domestic consumption?—A. Just for 
domestic, yes. 


By Mr. Sommerville: 


Q. In addition to fixing the quotas in this way, I observe this resolution 
on the 6th April, 1934:-‘ That no addition shall be made by any member to 
either the consignment jobbers’ list or the ordinary jobbers’ list without having 
first obtained the approval of members of the association.” Does that mean 
that a manufacturer could not add anyone to his jobbers’ list or to his con- 
sigenment list without getting the approval of the other manufacturers?—A. In 


effect, yes. 
Q. That is it?—A. Yes. 
@. And then, is it also a fact— —A. Now, let me explain this consignment 


jobber list. They act in leu of branches in some cases. If a member com- 
pany of the association have a branch the smaller company will have a jobber, 
and he consigns his merchandise, and he performs all the functions of a branch 
for the small company. You could not have them jumping all over the lot 
from one day to the other. It is an orderly basis of keeping together, and 
knowing what the other fellow’s basis is. 

Q. That refers to consignment jobbers, this resolution applies to all jobbers, 
so it does not matter whether they are performing that service or not, no jobber 
can be appointed by any one without the consent of all? 


By Mr. Factor: 


@. Do you limit the number of jobbers?—A. They are fast disappearing, 
like other lines of business. ~ 


By Mr. Sommerville: 


Q. Are you encouraging them to remain in the business or to disappear? | 


—A. Unfortunately, we are the tail of the dog, and the leather shoe people— 
who were the big suppliers—when the leather shoe people went direct to the 
retailer that was the death-knell of the jobber. Rubber goods are probably 
only 20 per cent of sales in shoe stores, the big item is leather shoes, they are 
sold by the leather shoe manufacturer direct, and it has just been a continuous 
list of failures for the last twenty years. 


PRICE SPREADS AND MASS BUYING 2213 


Q. You have been closing out jobbers yourselves regularly and consistently, 
have you not?—A. Oh well, we have. 

Q. And your association encourages that?—A. It gets down to more econ- 
omical merchandising, and gives the public of Canada cheaper merchandise. 
We have cut out all the waste we could find in our industry. 

Q. Yes. Then from time to time your association meet, and then after 
the list is out you may decide to increase the price?—A. It is subject to change 
without notice, but invariably we go through a season without a change of 
price. Our tennis season is from September to September and our waterproof 
_ season is from March to March. 

Q. I observe here that on April 7th—?—A. That is our new season’s 
_ prices, covering this. We hope, if it is possible, to run these prices up to March 
of next year. 

Q. This is April?—A. That is when we go out selling goods for Fall delivery. 
Q. I observe that this resolution is adopted: that effective forthwith the 
| list price on all rubber footwear shall be advanced 3 per cent, with the exception 
_ of rainettes, on which a new price will be issued, the price committee to figure 


out the list price on the above basis. Now, is that an addition to the existing 
list price?—A. Yes. 

Q. And is that additional to the new list price which has generally pre- 
vailed since March?—A. There were no new list prices in March, as all the 
articles on last year’s prices went right through the season. 

Q. This is in April of 1932?—A. 1932—no, we would not have a change 
in March of all that difference. That probably was including the new sales 
tax. 

5 Q. April of 1982?—A. Yes, I think footwear went from 3 to 6, or from 
to 6. 

The CuHatrMAN: From 3 to 6; it was 14 for a while. It was 14, then it was 
_ 4 per cent sales tax, and then the 4 per cent was increased to 6 per cent. 
! The Witness: That was just covering the sales tax, Mr. Sommerville. 
Mr. SOMMERVILLE: Yes, now then on the business of the association I 
observe that you file this statement which should be read into the record, show- 
ing your basis of discounts for tennis footwear, and rubber footwear for the 
present season. We will not enter the rates for the last season. 
| The CHAIRMAN: That statement will be taken into the record at this point. 


LIST OF RUBBER FOOTWEAR SALES 


The total sales of the manufacturers in the twelve months ending Febru- 
ary 28th, 1934, amounted to $9,816,811.38. This was divided into class accounts 
as follows: 


BAis listtine JA% J ivt A: per pcee,687,080 29 27°377% 
EOP APY Par Lae PCy Reon 745,979.10 7°599% 
ee Ses apd Se ieee ae 123,481.20 1-258% 
OU ee ent eee OM Ss 448,097.65 4-565% 
40-799 % 
Sales to accounts earning bonuses as follows: 
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$3,108,876.00 31-669% 
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Sales to accounts 


not earning bonuses... .. .  2,702,797.18 27 -532% 
9,816,811.38 100:00% 


Sales to all jobbers are included in the above figures. 


TENNIS FOOTWEAR—PRESENT SEASON 


Discounts to Listed Accourts:— 
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“York Trading Company Limited appearing on this list receive an extra 
2 per cent at end of bonus year. 


Discounts to Jobbers:— 

Where the account is carried by the manufacturer instead of the jobber, 
75 per cent commission to cover cost of selling. 

Where jobbers sell on a 74 per cent commission basis the maximum rate of 
bonus to be paid by the manufacturer to any one account sold by this com- 
mission jobber shall be 3 per cent, any further bonus due the customer shall be 
paid by the manufacturer and deducted from the jobber’s commission. 

Commencing March 1, 1934, where the account is carried by the jobber 
direct 12 per cent commission and a further one per cent bonus at the end of 
each bonus year, from which the jobber must pay any bonuses due to his own 
customers on his own sales. Prior to March 1, 1934, payment of bonus earned 
by jobbers’ customers was optional with the manufacturers. 

Where the jobbers are located at branch points and carry goods on consign- 
ment for one manufacturer, and have exclusive representation and territory, 
for that same manufacturer, they shall be allowed a discount or commission 
of 12 per cent for selling and carrying the account, and a further allowance 
of 5 per cent to cover handling when the goods are shipped from consignment 
stock, making a total commission or allowance of 17 per cent on goods shipped 
from consignment stock. 

Sales by jobbers carrying consignment stocks to listed accounts shall be 
invoiced in the name of the manufacturer, and the maximum commission to be 
allowed to such jobbers selling listed accounts instead of the regular jobbers’ 
discounts or commission shall be as follows: 


Sales to the “A” List, 3 per cent. 
Sales to the “B” List, 4 per cent. 
Sales to the “C” and“D” Lists, 5 per cent. 


and in addition to the above commissions shall be allowed the usual 5 per cent 
to cover handling when goods are shipped from consignment stock. 


Bonus for Volume—Customers purchasing over $250,000 annually. 


Over— 
$ 250,000 and up to $ 500,000, 14 per cent on excess of $ 250,000 
500,001 and up to 750,000, 14 per cent on excess of 500,000 
750,001 and up to 1,000,000, 14 per cent on excess of 750,000 
1,000,001 and over, 14 per cent on excess of 1,000,000 


J 
a 


| 
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Bonus for Volume—Unlisted—Accounts Purchases of— 


2 OW to Df OOF Rate... 2. sao aan eh ate .ORbepRF nent 
1000. 10 ,.°2,4990-—Rate.. . jeau suet < exige- (abt. C2 Dervaent 
AyO,-FO,o1 94; 999—Rates).. ocean -unts Q othe boas perucent 
5,000 to. 9,999—Rate.o... wavy & one. 020.04 perv eent 
10,000 to’ -14,990-—“Raté: nadPuch 6 Bk4 POR Pe penrait 
15,000 and over —Rate:. jn09.¢ O.sdet. cove TO perieent 


RUBBER FOOTWEAR—PRESENT SEASON 


Discounts to Listed Accounts:— 
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* York Trading Company Limited appearing on this list receive an extra 
2 per cent at end of bonus year. 


Discounts to Jobbers: 

Where the account is carried by the manufacturer instead of the jobber, 
74 per cent commission to cover cost of selling. 

Where jobbers sell on a 74 per cent commission basis the maximum rate of 
_ bonus to be paid by the manufacturer to any one account sold by this com- 
_ mission jobber shall be 8 per cent, any further bonus due the customer shall be 
_ paid by the manufacturer and deducted from the Jobber’s commission. 

Where the account is carried by the jobber direct 12 per cent commission 
and a further 1 per cent bonus at the end of each bonus year, from which 
_ the jobber must pay any bonuses due to his own customers on his own sales. 

Where the jobbers are located at Branch points and carry goods on con- 
signment for one manufacturer, and have exclusive representation and territory, 
for that same manufacturer, they shall be allowed a discount or commission of 
12 per cent for selling and carrying the account, and a further allowance of 
5 per cent to cover handling when the goods are shipped from consignment 
stock, making a total commission or allowance of 17 per cent on goods shipped 
from consignment stock. 

Sales by jobbers carrying consignment stocks to listed accounts shall be 
invoiced in the name of the manufacturer, and the maximum commission to 
be allowed to such jobbers selling listed accounts instead of the regular jobbers’ 
_ discounts or commission shall be as follows:— 

Sales to the “A” List 3 per cent. 
Sales to the “B” List 4 per cent. 
Sales to the “C” and “D” Lists 5 per cent. 
and in addition to the above commissions shall be allowed the usual 5 per cent 


to cover handling when goods are shipped from consignment stock. 
Bonus for volume—Customers purchasing over $250,000 annually. 


Over 
$250,000 up to $500,000, 1 per cent on excess over $250,000 
$500,001 up to $750,000, 1 per cent on excess over $500,000 
$750,001 up to $1,000,000, 1 per cent on excess over $750,000 
$1,000,001 and over, 1 per cent on excess over $1,000,000 


Bonus for volume—unlisted accounts. 
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Purchases of 


$500 to $999, rate 1 per cent. 
$1,000 to $2,499, rate 2 per cent. 


$2,500 to $4,999, rate 3 per cent. 
$5,000 to $9,999, rate 4 per cent. 


$10,000 to $14,999, rate 5 per cent. 
$15,000 and over, rate 6 per cent. 


Q. And further, you have given us a list of the rubber footwear sales as 
follows: Total sales of the manufacturers in the twelve months ending Feb- 
‘ruary 28, 1934, amounted to $9,816,811.38. This was divided into class accounts 
as follows: A list, $2,687,580.25 equal to 27-377 per cent; B list, $745,979.10, 
equal to 7:599 per cent; C list, a total of $123,481.20, equal to 1-258 per cent; 
and D list, $448,097.65, equal to 4-565 per cent. Your total is 40-799 per cent 
sold to these four groups on the list. 

Then you set out sales to accounts earning bonuses are as follows: 6 per 
cent bonus on accounts amounting to $430,933 or 4-390 per cent; 44 per cent 
bonus on accounts of $223,020 or 2-272 per cent; 3 per cent on accounts of 
$547,339 or 5-576 per cent; 2 per cent on accounts of $724,480 or 7-379 per 
cent; and 1 per cent bonus earned on accounts of $1,183,154 or 12-052 per 
cent. Total business upon which bonuses were paid was $3,108,876, equal to 
31°669 per cent. 

Then your sales to accounts which did not earn bonuses, I observe, 
amounted to $2,702,797.18 or 27-532 per cent, making the total sales of the 
group of members in the association, $9,816,811.38, equal to 100 per cent of 
your sales. Now, class D is the lowest class of listed accounts, and on that 
6 per cent is paid generally. Yet I find that the volume for the limited number 
of persons in class D is $448,000 as against the volume of class C of $123,000, 
which draws 8 per cent. Why should that be, if volume means anything to 
you? Why do you penalize the volume in class D as against the volume in 
class C?—-A. We don’t sir. One is an individual account of from 20 to 35, and 
the other is from 35 to 75. It just happens there are more individuals. 


By the Chairman: 


Q. You gave us the list this morning. They are a little different from this 
year; but last year in class C you had four accounts and in class D you had 
four accounts. That is last year. That has varied this year?—A. It all 
depends. They just fall into the class or volume that fits them. 

Q. But wait a minute— —A. There is something wrong. Either I don’t 
understand your question, or else there is something wrong with those figures. 

Q. Mr. Sommerville has just read out to you the sales in the classes, 
class C and class D for that year, to which those figures apply, which have 
four accounts. You recall that?—A. Yes. ._ 

Q. The question now is if the merchants in class D bought $448,000 worth 
of goods, are they not entitled to a larger discount on the volume basis than 
the four merchants or houses that handled $123,000 worth or less than a third 
of the volume? You said volume was your basis?—A. Not entirely. Volume 
and method of doing business. 


By Mr. Sommerville: 


Q. Well, we have the volume now. On the basis of volume, what explana- 
tion have you to make to this committee as to why you discriminate against 
the four customers who gave you $448,000 of business as against four customers 
that gave you $123,000, to the extent of 2 per cent discrimination? Why?— 
A. Well, their method of doing business is different. 
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Q. Do you want to get away from volume then?—A. That is the one place 
where we are away from volume. 

Q. At one place you have it volume, and another place you have not got 
it volume. Which is it? Is volume a factor?—A. It is not entirely a factor, 
even with the co-operatives. But the co-operatives do not get the same volume, 
because they don’t function in the same way. 

Q. Here is your volume with the co-operatives, and there are four 
co-operative buyers in that year; they bought nearly four times as much as the 
four individual accounts in class C. Why discriminate against the co-operatives 
who want to live and want to compete with the big accounts?—A. I believe in 
that, one large co-operative got 6 and 2, I think he got 8, that you listed in 
that class. 

Q. They got a bonus of 8 per cent, but they are entitled to a bonus in any 


_ event on volume, because your bonus is based on volume, and others got bonuses 
on volume. This is a discount that we are discussing now. Have you any 


explanation?—A. Well, it is the method of doing business. 


By Mr. Factor: 
Q. Does it cost you more to do business with four co-operatives than with 
four individuals?—A. Yes, we have to put your travellers on the road. You 
have got to go to the individual members right through. 


By Mr. Sommerville: 
Q. You have to put your travellers on the road for Zellers, Neil, Limited, 
and the others?—A. You make the one call for sixty places, interview one man 
and do business for the season. With these others, you have to put a flock of 


_ travellers on the road, and call on the individual merchants, write individual 


orders, make them up in small packages, ship them direct. It is a different 
type of business entirely. 


By Mr. Iisley: 


Q. Is that always so? I thought they did some buying as a unit, these 
individuals?—A. I believe in certain lines of merchandise they can, but in 
footwear they have got individual patterns and sizes. You have got to have 
an experienced man to go into a shoe store and size up the sales. The sizes 
are broken. You have got to fill in. It is a different thing, I imagine, selling 
a bunch of groceries than it is selling a line of fashionable merchandise that 
runs into lasts, patterns and sizes. 


By Mr. Sommerville: 

Q. Yes, but you have got your lasts standardized, your patterns standard- 
ized?—A. Yes. 

Q. A man can take a catalogue, and he can look at that catalogue and he 
does not have to look at the name of the catalogue because they are all the 
same. What is the difficulty about ordering these goods when you have got, 
every one of your firms, travellers out selling the same line of goods, the same 
quality, the same standard, the same price, to the same trade. If you want to 
cut down expenses, why not start there rather than on the merchant who wants 
to come in and compete with the big brother?—A. Well, I wish, Mr. Sommer- 
ville, that this line was as simple as you think it is. I don’t know how many 
hundred models and lasts and patterns they have got to know. In the leather 
shoe business, they have got to go into the store and see what leather shoes the 
merchant has in stock, got to fit the overshoes and so on. 

. I think you have done a fine thing in standardization?—A. By gad, I 
know we have. 
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Q. I think you have, and I see the necessity for it. But when you have 
standardization, what I am anxious to know is why you discriminate against 
these little fellows that are struggling to make a living, and why you dis- 
criminate to the extent you do?—A. I contend that we don’t discriminate. 


By the Chairman: 
Q. Mr. Eden, this is perhaps one of the most important points of our inquiry, 
in this particular portion of it?—A. I appreciate that, and I wish I knew the 
answer. I wish to God I did. 


By Mr. Sommerville: 


Q. I will tell you the answer. You just won’t sell to them?—A. If that was 
the answer, it would be simple and easy to tell you. 

Q. Let me give you an illustration of it. You did sell to Mutual Stores and 
Kaufman and another firm too; and as soon as your organization came into 
existence with these deposits, they were cut off?—A. Oh, but let me tell you 
that the top discount was a great deal farther away from the York Trading 
discount in those days than it is to-day. 

Q. I know that?—A. All right. 

Q. And therefore the very much greater discrimination against the Mutual 
Chain Stores in those days than there is even to-day?—A. Yes; that was with 
disorganization and no association. 

Q. When your association came into existence, you cut off these men who 
were struggling to compete with the big departmental and chain stores?—A. No, 
we put their price closer to the price of departmental and chain stores. 

Q. 14 per cent was-what their price was?—A. Before? 

Q. Yes, 14 per cent. 


The CHaAtIRMAN: Discount. 


By Mr. Sommerville: 

Q. 14 per cent was the discount to the big store and 6 per cent was the 
discount to the D class?—-A. No—when you are talking about that they had this 
big discount, what discount did they get? 

Q. You know. What did they get?—A. I didn’t sell them. It is reported 
to me what discount they got; but I know what the class A man got and I know 
they got 40. 

Q. 40 per cent?—A. Yes. 

Q. The class A man got 40 per cent?—A. Yes. 


By Mr. Factor: 
Q. Before the organization was formed, do you say?—A. Yes. 


By Mr. Sommerville: | 


Q. What did class B get?—A. I can’t tell you, because pretty nearly every- 
body in Canada got a different discount, but they were 10 per cent at least 
away from their top discount, the York Trading Company, and they are closer 
to it to-day than they were before there was any organization. 


By the Chairman: 


Q. Can I put this question to you, Mr. Eden: That the large buyers in class 
A insist upon a discrimination against those, say, in class D?—A. No, sir. 

Q. They do not indicate to you that they do not wish to have class D 
extended similar privileges?—A. No, sir. 


Q. Well, you have not given us an explanation of why; because I confess — 


frankly when you have an organization like this in class D, and in addition to 
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that a wide range of unorganized retailers who are forced to compete with this 
class A, and they are handicapped right off in many instances, by a straight 
14 per cent plus some other bonuses and discounts, I don’t know how you expect 
those distributors handling your goods to do so successfully?—-A. Mr. Stevens, 
we have got the lowest spread in history between the small man and the big man. 

Q. It must have been murderous before?—A. By gad, this thing has been 
going on for about twenty-five or thirty years. 

Q. Oh, no?—A. It has not? By gad, it has, as far as any industry I am 
connected with is concerned. 

Q. I would like to see that statement demonstrated?—A. A few years ago 
you had all these big fellows buying direct. You had the jobber servicing the 
small store. The jobber had an operating cost of 20 per cent, and he was 
making a profit. 

Q. But there was more distribution through the jobbers then than there is 
now?—A. Yes. 

Q. You are distributing direct?—A. The jobber had to mark up. The 
big operator bought as cheap or cheaper than the jobber, and the jobber had 
a 20 per cent operating cost which meant to get that he had to mark up 265 
per cent over his purchase price, and he was making a profit, so you have a 
spread of over 30 per cent. 


By the Chairman: 


Q. Tell us what were your sales or the proportion of your sales on your 
A list five years ago, or seven years ago?—A. I would be pleased to give that 
to you. Mind you, the solution of this thing means a great deal to us. I 
could go back in our individual company. I have no association records. I 
would be pleased to send them to you. 

Mr. SoMMERVILLE: Perhaps Mr. Badden could give us that. 


Mr. Bappen: No, I have nothing before 1932. 


By Mr, Sommerville: 


Q. I suggest to you as something that is well known in your association 
that for years back the buyers have been saying, “ Unless you give us the 
spread in discount we will set up manufacturing ourselves;” you have heard 
that?—A. A good many times, sir. I have never heard that from the buyers 
themselves. 

Q. It has come to you as one of the reasons why there must be a spread 
and you will not allow anybody to come within reach of the big fellows because 
of that danger?—A. Well, I think our spread there, sir, shows that that is 
not a fact. 

Q. The spread speaks for itself?—A. You do not interpret the spread the 
same way I do then. 


By the Chairman: 

Q. Here is another reason that is suggested. One of your members justifies 
the large discounts to the class A group— —A. We call them moderate dis- 
counts. 

Q. I call them large. When you get them altogether they are fairly large. 
One of your members would justify these discounts by suggesting that inasmuch 
as the overhead of the large retail distributing organization is much greater 
than that of his smaller competitor he is entitled to a larger rate of discount? 
—A. Yes, in saving costs you make a tremendous saving in your factory. 

Q. No, you are getting me wrong. The point I mentioned is this: one of 
your members justifies allowing the class A group the large rate of discount 
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on the ground that his overhead—that the class A group distributors’ overhead 
is much larger than his smaller competitor and therefore he is entitled to a 
larger discount?—A. I do not know. 

Q. Have you heard any of your members argue that way?—A. I have | 
never heard it. | 


By Mr. Sommerville: 

Q. Have you had it advanced to your men by the large buyers as a reason | 
why they must have larger discounts?—A. No, sir. 

Mr. Iustey: Who said that? 

The Witness: J have never heard of that. 

The CHAIRMAN: I have the name. 

Mr. Iusuey: It does not appear in evidence yet. 

The CHAIRMAN: It is information I have. 

The Witness: I do not see that we can take the distributing costs of these — 
stores and take that into our cost. We have to take our own cost. | 

Mr. Factor: Would you give us a little fuller explanation why the spread | 
exists, in addition to the volume; apparently the volume alone is not the only — 
governing factor. 

The WitNEss: Except for co-operatives. We maintain these jobbing com-_ 
panies, our own branches—we have travellers out, and the co-operatives—if — 
they have a jobber he is not maintaining the price. Now, they do their business. © 
They cannot maintain the price. They cannot live. We endeavour to have 
some order. 


By Mr, Sommerville: 


Q. Oh. You endeavour to have some order. If that is so, then the firms — 
to which you give the largest discounts should be the firms that would maintain | 
prices; is not that right?—-A. Well, now, if they are going to rob the consumers 
of Canada— | 

Q. No. The firms whom you are giving the largest discount to. If it is for 
the purpose of maintaining prices, they are the people who ought to maintain © 
prices. You know they are the people that cut and cut?—A. I am talking about | 
distributors, not retailers—where they go out and sell to the trade. We could — 
not have a jobber out—we give a jobber a line of merchandise and we have a 
similar line ourselves. If we give him a price and he sells under us we might as | 
well shut up shop. | 


By the Chairman: 


Q. Those companies you sell direct to and give a preferred position to do 
more than cut the price?—-A. Mr. Stevens, we set a price where we could sell 
every retailer in Canada at the same price; and take this tremendously high- 
priced business—we would not have their big account, and we would have them 
in the manufacturing business. Unfortunately, that is one of the problems that 
this committee is up against. If you can settle what you have started out to 
settle we will be the happiest people in the world. 

Q. Now, you are coming to the reason. That is that these big class A fellows 
would go into the manufacturing business themselves?—A. If we ever proposed 
to equalize that between the smaller retailer and the big account in Canada that 
would be a reason for the big account—he could go into the business and there 
eo not be anybody left, and then you would have a fine mess in this retail 

usiness. 
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By Mr. Sommerville: 


@. Let me put this to you. Suppose you say that this discount is based upon’ 
volume and the method of doing business?—A. Yes. 

Q. Those are the two factors: one, the size of the order will warrant a bigger 
discount; and if you do not have to go around to all the stores you have a saving 
_ in your selling cost and that warrants the discount. Now, then, supposing this 
organization, Mutual Shoe Stores, came to you with an order for their entire 
| supplies amounting to $250,000 which is considerably more than is necessary to 


_ get into class A and said, “ We will take this into our own warehouse.” You do 
‘not have anything to do but to sell to them and they will distribute it them- 
selves. Would you let them in?—A. And they were able to maintain resale 


retail prices. 
Q. You do not exact that condition from Hatons?—A. We do it through the 
distributors. 


The CHAIRMAN: You do not exact it from these class A people. 


The Witness: We do through the distributors. They would be in the posi- 


prices. 
Q. Would you let them in on the 14 per cent?—-A. If they could maintain 
| 
| 
| tion of a jobber. 


| The CHairMAN: No. 
The Witness: Yes, they would. 


By Mr. Sommerville: 


Q. What difference does it make to you?—A. It makes a big difference. We 
have a town of five customers; somebody picks up one of those customers and 
says, “ Come in with me and I will share the discount’ and that disrupts this 
town. 

Q. You are selling all this stuff to the rest of the four, and you would be 
better off?—-A. You have switched this thing over night. 

Q. Yo do not want it switched. 


By the Chairman: 


Q. You place upon the co-operatives inhibitions that you do not place upon 
your class A list?—-A. They do not function the same way. They would function 
as a sort of semi-jobber who cuts prices. 

Q. The evidence we have had from scores of retailers or from those repre- 
senting hundreds of retailers is that most of these class A list are the worst price 
cutters in the country?—A. Surely they sell to the customers, undoubtedly, 
cheaper than the small concern. 


Mr. Factor: You are not concerned with that? 
The Wirness: They should. I do not think— 


Mr. Facror: If they should, why should not the co-operatives that buy 
in large volume do the same thing. 


By the Chairman: 


Q. We have evidence here, Mr. Eden, that some members of the class A 
group sell to the consumer at less than the retailer can buy the goods from the 
jobber?—-A. They lose money on it. I have never seen it. 

Q. We have evidence; we have lots of it?—A. I read over this thing here 
and I could not identify any Canadian merchandise in these prices. 
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By Mr. Sommerville: 

Q. It was all Canadian merchandise that was referred to, nothing but Cana- 
dian merchandise because they were not dealing with Czeckoslovakia or Singa- 
pore merchandise?—A. I am satisfied, sir, that some of the prices I saw were on 
this Singapore stuff, but if they sold, they are either obsolete shoes or they sold 
at a loss. 

Q. You say that you do not want the co-operatives to have this full discount 
of 12 per cent even though they give you $250,000 worth of business in a year, 
and even though they remove all the expense of your travellers and your dis- 
tribution?—A. I know they cannot. 

Q. You do not want them to have it. Never mind what their problem is. 
Will you give it to them?—A. Well, you are talking about a supposition that 
cannot exist, because they cannot do it. 

Q. You are skidding around it again?—A. I am not skidding around. 

Q. I am going to tell you that it does exist and that you refused it, and 
refused it twice last year, and that your association has on record a letter asking 
for an answer and you have not given an answer—agreeing to buy all their 
goods, agreeing to pay you in cash for those goods, and agreeing to remove all 
the question of selling and all the question of distribution, and the members of 
your association agreed to bring it before your association, and there has not 
been an answer to this day—the members themselves saying they did not want 
to do business with the Mutual Shoe Stores. What have you got to say to that? 
That is the condition from which scores of retailers that are organized in Mutual 
Shoe Stores are suffering, and they say it is not fair?—A. I am more interested 
in the thousands of retailers that are not organized. 

Q. The sooner they are organized the better. There are hundreds of them 
that are organized, and when they do organize you say, “We will not have any- 
thing to do with you.” | 

The CHAIRMAN: Did your association receive a request of that kind? 

The Witness: I cannot recall it. They may have, Mr. Stevens. 

Mr. BADDEN: Yes, sir. 

The CHairMan: And what action was taken by your association? 

Mr. BAappDEN: No further action than the records show. 

Mr. SoMMERVILLE: There is nothing in the minutes. 

The CHAIRMAN: No answer was given? 

Mr. Bappen: No, sir. 

The CHAIRMAN: Why did you not give an answer? 

Mr. Bapven: I think it was a verbal discussion. I did not discuss it. 

The Wirness: If they had written a letter to me they would have got an 
answer, because we do not refuse to answer anybody. 


By Mr. Factor: 


? Q. What would you answer to a proposition like that?—A. I would not 
take it. 

Q. Why?—A. Because they cannot function as a jobber. If they could 
function as jobbers— 
Sever They are not trying to function as jobbers; they are trying to do business 
in order to exist, and you do not give them an opportunity of getting merchandise 
along with the larger stores?—A. We give them a bigger discount to-day than I 
say they are entitled to. 


By Mr. Sommerville: 


Q. The evidence is that when the individual retailer asked you for a larger 
measure of discount you said to him, “You cannot get the discount until you 
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produce the volume; organize.” When he does organize then you say, “We will 
not do business with you.” Now, what is the retailer to do? Will you tell him 
just to sit and suffer? That is not the answer?—A. No, it is not. 

Q. It is in action?—A. No, it is not. 

Q. Well, actions speak a good deal louder than words, 

Mr. Heaps: It is in action. 


By Mr. Isley: 

Q. I do not know. Perhaps I have not got the proper angle of this, but I 
have been listening to every syllable to see if I could get your idea. What are 
you afraid of in giving this co-operative, the Mutual organization, the same 
quantity of volume discount that you give the large buyer? What harm would 
it do? How would it hurt you to do that?—-A. We would have to have a set-up: 
to handle that business. We would have to give a discount to handle it, and’ 
we would be straddled in between. We have a set-up to handle the small retailer 
which is quite an expensive set-up. We call on every hamlet in Canada. 

Q. Now you are saying that you want to keep on calling?—A. I do not 
know whether we do or not. 

Q. That is what you are saying?—A. I say we have it; that is a fact, 

@. You have been complaining about that as a great source of expense. 
Now, you say you want to keep on doing it?—A. Until I see the road clear as 
to where we are going. I do not know which way the road is. 

Q. If you have a real answer to the question I wish you would give it, 
because this is one of the very important things we are struggling with?—A. 
I do not think you can share your business and be satisfied that you are going 
to get out from under the expense. That is the position we are in to-day. 

Q. Mr. Sommerville made his question very clear. The co-operative organ- 
ization comes along and offers to buy $250,000 worth of goods and pay for it 
and handle it so you will not have any of these extraordinary distribution 
expenses. Now, why don’t you give that organization the same discount that 
you would give those in the A class?—A. We would have to cover that same 
territory. | 

Mr. Epwarps: That is the point, Mr. Eden. 


Mr. SoMMERVILLE: When I mentioned that to you this morning you said, 
“Well, you would have to call on those same stores anyway.” I asked you 
about the elimination of the number of stores and you said, that would mean 
extra travellers because you had routed your travellers and you would have all 
that expense—A. You take that over a big district, 1f we could get enough 
business in one district to fill up ourselves, then it is a different situation. 


By the Charman: 

Q. When you sold any of these class A or class B, they are in areas where 
your travellers go just the same, but you give them the discount; but a new 
type of business comes along in the same area and you will not give it to them? 
—A. I would say this, Mr. Chairman, apparently it is in a state of flux, these 
other fellows have been there. 

Q. Can you tell me this: What is there in this price question that is 
unreasonable—it certainly would solve the whole problem in my mind if I knew 
what it was. I will ask you the question in any case. What returns did you 
get over cost of manufacture on goods sold at the rate of those sold under 
class A last year, $2,687,000 worth of goods? Can you tell that?—A. What, 
net return? 

Q. Yes?—A. I do not know. I will try to work that up the best we can, 
if that would be of assistance to this committee. It will take some study. We 
try to net the same profit from each type of account we sell. 
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Q. Here is what is urged by the representations of thousands of retailers; 
they say that they are penalized with a high price to make up to the manu- 
facturer what he actually loses on these excessively low-priced goods to, say 
the class A groups?—A. I am not sure. I would have to turn the accountants 
loose on it, my opinion is that we make more profit on the class A account than 
we do on the small retailer. 


By Mr. Sommerville: . 

@. Why not take more of it, it is being offered to you now?—A. If we could 
fill out the districts and organize this thing it would be a different thing. 

@. You can’t have it both ways, if you increase your volume of class A, 
you know that it puts them in the position where they can undersell your 
retailer?—A. Why. 

Q. Does it not put them in a position where they could undersell the 
retailer, the ordinary retailer?—-A. Of course it does. 

Q. And has not that had the effect of reducing the financial standing of 
the retailers, their business has gone down very substantially as compared to 
the good old days you were talking about; that is a matter of fact, is it not?—A. 
It is. 

Q. Is there any more certain way of destroying the retailer, the local 
retailer, than by. giving large advantages to the mass buyer?—A. Our aim has 
been and is right along to shorten the spread between the big account and the 
small account. We can show you conclusively over a period of years that we 
have cut that spread, cut it and cut it. This is the reverse. Now, there is a 
different thing altogether back of it. Now, you talk about this trend in business 
destroying the small retailer, it is not the price, I can take you into a dozen 
Ontario towns like Ayre, Brighton and others, where these fellows off the 
railroad used to sell $3,500 to $4,000 worth a year. There is nobody in those 
towns to-day, the automobile and the change in business has driven all this. 
business from the small country towns, driven it into places like Kitchener, 
Guelph and Brantford. 

Q. There are just as many people on the farm?—A. Yes, but they are not 
buying in these little towns. 

Q. Largely because the mass buyer has captured the market?—A. I do 
not know, I think it is the attractions, the automobile and a lot of other things. 


By Mr, Ilsley: 


Q. Years ago, before the automobile came, the spread between your price 
to the large buyer and the small buyer was not so serious?—A. It was bigger 
than it is to-day. 

Q. But the effect of it was not so apparent?—A. The population was not 
so mobile. It is not the spread altogether, it is attractiveness and quickness of 
transportation. 

Q. The retailer, even if he did pay more for his goods in proportion to 
the large buyer years ago could still keep on, because of the immobility of the 
population?—A. Then of course he used to take things in trade for merchandise, 
the farmer was tied up to local merchants; so it is not price altogether by any 
means. 

By Mr. Sommerville: 


Q. Here is another factor, Mr. Eden. You said that you did not want to 
sell to this large buyer, the co-operative buyer, because that would enable them 
to compete with your jobber in the district?—A. If I said that I did not know it. 

Q. It would enable them to distribute?—A. If I said that, Mr. Sommerville, 
you can erase that from the record; I did not say that. 

Q. Did you not say that?—A. No, sir. 


Rate <e 
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Q. I think what you said was— —A. If that is in the record, it is a wrong 
impression. 
Q. You say that if you sold to these co-operatives they would be com- 


peting with your jobber?—A. Our branch, not the jobber. 


Q. All right; and that they would be able to go into a town and pick out 
one account and say, come on in with us and you can get the discount; that 


is what you say?—A. Yes. 


Q. And then compete with your jobber?—A. We know our business and 
we know our expenses; if we did not know that how could we do it without 


putting up our prices. 


Q. Here is what I see is your discount: where jobbers are located at 
private points and carry goods on consignment for one manufacturer they 
should have exclusive representation and territory for that same manufacturer, 
they should be allowed a discount or commission of 12 per cent for the selling 
and carrying account, and a further allowance of 5 per cent to cover handling 
when the goods are shipped from consignment stock, making a total commis- 
sion or allowance of 17 per cent on goods shipped from consignment stock?— 
A. That is right. 

Q. You allow the 17 per cent?—A. Those are the fellows that act as a 
branch where you have no other representation, that is the way a small com- 
pany— 

Q. This is at branch points?—A. No, you would not have a branch at the 


; same point at which you would have a consignment jobber, there is never the 


two. If you have a branch in a town you have enough business to support a 
branch. Some small company may be in town without enough business to 


support a branch, they will have a consignment jobber function for them as 


a branch. 

Q. That is to say, where your branch has the competition of a jobber in 
a branch point, then that jobber if he carries consignment goods, gets 17 per 
cent discount?—A. He acts as somebody else’s branch. 


By Mr, Factor: 
Q. There is no such thing as your branch being a consignment jobber?— 
A. Not in the same town for one company, if you have the one you do not 
have the other. 


By Mr. Sommerville: 


Q. Is that right?—A. Yes, that is. 

Q. Wait a minute now, what are branch points, is not that a point where 
you have a branch house?—A. Yes, but all companies do not have branches. 
If they do not have a branch they put in a consignment jobber. 

Q. That is to say, Gutta Percha may have a branch, we will say at 
Ottawa, and Dominion may have a consignment jobber at Ottawa?—A. Yes. 

Q. That is true?—A. Yes. 

Q. And they are competing?—A. Yes. 

Q. And where that condition exists you allow the consignment jobber 
17 per cent?—A. Yes. 

Q. And you will take back at the end of the season whatever goods are 
left on the consignment jobbers’ hands, if necessary?—A. Yes. 

Q. That is worth around 3 or 4 per cent more to the jobber, to be able to 
get his goods sent back?—-A. He does not send them back, they are reserved; 
but he is in exactly the same position. 

Q. That is worth something, he does not have to pay for them?—A. He is 
your appointed agent, he has exclusive right, it is your stock. 
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Q. So that he has 17 per cent?—A. Instead of paying him a salary you pay | 
him a commission on the business that goes through. That is the only difference | 
between a consignment jobber and a branch—you pay rents and salaries to your 


people, while the other man pays his own rent, and so on. 


Q. Now, listen; the Mutual Shoe Stores handle goods and distribute them | 
among their related firms, all they ask is to be given this 12 per cent without | 
any right to return goods at all. The jobber has 5 per cent plus this rate, and | 
the right to return his goods?—A. That is your branch jobber. We own our | 


branches. We have got a big set-up, pay rents, salaries and so on. 


By Mr. Factor: 


Q. The point Mr. Sommerville makes, he cannot compete with the con- | 


signment jobber?—A. That is a different set-up entirely, he is not a sole repre- 
sentative. 


By Mr. Sommerville: 
Q. I just wanted to see what there was in that argument, that there were 
mutual shoe stores competing with your jobbers; apparently there is not much 
init? Is there any possible reason you can now furnish to us showing why this 


discount should not be given, and this account brought nearer in line with the © 


large accounts?—A. I have said the only reason I know is, you share your 
business and you do not share your expenses; and we cannot afford to do that 
unless we increase our prices. 

Q. Now, do not let us misunderstand it, we have it definitely on record 
from you on behalf of the association that if the Mutual Shoe Stores offer you 
$250,000 worth of business—or if any cooperative offer you $250,000 worth of 
business—take the shoes from you and distribute them themselves, arrange to 
take their own orders, and you have no selling expenses; that you will refuse 
to give them the Class A discount?—A. I cannot speak for the Association, I 
can speak for our company, that we would not take it ourselves. You are 
making a supposition that I cannot accept. If you want to make that a 
hypothetical case, my answer is, no, not at the present time. 

Q. I am not making any hypothetical case at all, I am giving you an actual 
case?—A. I say it is hypothetical, because, from my knowledge of the rubber 
business—. 

Q. In the spring of 1931 you sold $300,000 worth of rubber footwear and 
were paid for every dollar of it by the Mutual Shoe Store—this is one of the 
Cooperatives. In the year 1932 your association refused to do any business 
with them at all on the basis of anything better than the Class D discount. In 
1933 they came to two members of your association, Mr. Kaufman and the 
Goodrich people, and definitely agreed that they would take the goods, ware- 
house them themselves, take their own orders and pay for them, and added to 
that the guarantees that had been given in 1931; and they were told we will not 
do business with you. A month later one of these two representatives, Mr. 
Kaufman, met the committee and said he would submit the matter to the asso- 
ciation. A month later they wrote to the association for an answer and up to 
the present moment they have never received a reply. Now, that is not a 
hypothetical case, that is an actuality you are dealing with; and up to this 
moment you have not given an answer, and we must assume that you refuse 
the business—there can be no other presumption?—A. These companies appar- 
ently refused it. 


By Mr. Kennedy (Winnipeg): 


Q. You are accepting that statement as correct, so there will be no mis- 
understanding?—A. I can only say had that business been put to me I would 
have refused it, because they cannot function the way Mr. Sommerville describes. 
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The Cuarrman: Mr. Eden has already stated that this case was before the 
Association, and the Association gave no answer to it. 


By Mr. Factor: 
Q. You verbally refused the business?—A. No, sir. 


By Mr. Kennedy (Winnipeg): 

Q. But you are further stating that if that same offer was made now, you 
would refuse the business?—A. Because, they can’t function the way Mr. 
Sommerville explains, at least, that is my opinion. 

Mr. Factor: They can’t function you say. 

The CHAIRMAN: I don’t know that there is any need of pursuing that any 
farther. 

Mr. Youne: Maybe Mr. Badden can tell us. He said they discussed that 
freely. What did they say? 

Mr. BappEN: The manufacturers discussed it. I don’t know what they said. 

Mr, Youne: You were not there? 

Mr. BappEen: No. 

The CHAIRMAN: In any case, the business was not accepted. 

The WitNEss: That is apparent. The order was not taken. 

Mr. Epwarps: Perhaps you had better find out if the experience with that 
company was satisfactory. 

Mr. SoMMERVILLE: From $200,000 to $300,000. 

Mr. Epwarps: I mean other conditions, whatever those conditions were; 
I don’t know. 


By Mr. Sommerville: 
Q. May I ask this: We have been talking about the allowance to class A 
buyers. That is 12 per cent this year, a 12 per cent discount, is 1t not?—A. Yes. 
Q. What else do they get as well as the 12 per cent?—-A, The bonus shown 
on the schedule given you there. 
Q. What would be the bonus in the case of the sale of $300,000 worth of 
goods?—A. It would be 1 per cent of $50,000. 


Mr. BappEen: Right. 


By Mr. Sommerville: 

Q. 1 per cent?—A. 1 per cent of $50,000. 

Q. In the case of the sale of $1,000,000 worth of goods it would be what?— 
A. It would be 1 per cent on 250; it would be 2 per cent on 250 and 3 per cent 
on 250. Is that right? 

Mr. Bappen: I don’t know how you figured that out. 

Mr, SOMMERVILLE: 14 per cent, is it? 

Mr. BAppEN: It is changed to 1, on one line. 

Mr. SOMMERVILLE: Not on tennis? 

Mr. BAppEN: Not on tennis. 

The Witness: Some end of the business, the big end waterproof has been 
changed to one. That would be 1 per cent on a quarter-million; 2 per cent on 
a quarter-million, 3 per cent on a quarter-million. 


By Mr. Sommerville: 


Q. 1 per cent on the first quarter-million, 2 per cent on the second quarter- 
million?—A. No, there would be nothing on the first quarter. 250 to 500, that is 
1 per cent, and 500— 
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Q. $500,000 to $750,000, 2 per cent?—A. Yes. $750,000 to $1,000,000, it 
would be 3 per cent. 

Q. What other advantages do they get?—-A. None that I know of. 

Q. Any special discounts?—A. No. Everything is filed with you. 

Q. Any cash discount?—A. They get the same cash discount as everybody 
else gets. 

6. What is that?—A. 2 per cent. That information is right there. Those 

figures are absolutely comparative on the spreads. 

Q. No advertising allowance?—A. No, none at all. 

Q. Are there any advertising allowances paid by the members of your 
association at all?—A. No. 

Q. To anyone?—A. To anyone. 

Q. Any free goods?—A. No, sir. 

Q. Any special allowances for anything like that?—A. No, sir. 

Q. Then the advantage that they have over the ordinary retailer is repre- 
sented— —A. Absolutely reflected in that chart there. 

Q. In the chart that you have put in?—A. Yes. 


By Mr. Factor: 

Q. May I ask you this: If such a thing were possible, that all the retailers 
in Canada would group themselves in localities and co-operatively buy from you, 
eliminating the travellers, would you be willing to do that?—-A. We would be, 
if such could be done. It would take away a lot of our troubles if we could get 
back and be in a position of doing business as we did with the jobbers before 
they were more or less exterminated. They have destroyed the set-up which 
apparently was useful. Apparently it is gone. They may come back. I don’t 
know. 

Q. Do you think in your business the Jobber system is the most advantageous 
way of merchandising?—-A. No. It got to a point where it was too extravagant 
for the volume they could give; because the leather fellow had gone to the fair- 
sized retailer and there was no quantity of the leather business for this chap to 
do. He just had to go to the very small outlet or bad credits, and they left him 
high and dry. I think possibly over a period of time that you would get organ- 
ized retailers. 

Q. I can see your problem, where part of the merchandise would be bought 
co-operatively, and part you would have to send travellers and go to the 
individual retailers, and you could not co-ordinate those two together?—-A. You 
can’t co-ordinate them. You can’t afford to do it. 


By Mr. Kennedy (Peace River): 

Q. How are you going to get them organized 100 per cent or 80 per cent, 
if you won’t do business with them?—-A. We do do business with them. We 
give them more to-day than we did. 

Q. You have been telling us here you would not give them the same 
consideration that you would to another?—A. Pardon? 

Q. I say you have been telling us you would not give them the same 
consideration that you would give other firms? 

Mr. SoMMERVILLE: There is no encouragement to the organization of the 
kind you want. 


By Mr. Kennedy (Peace River): 
Q. You say you want a certain type of organization, but you discourage 
the function of that type?—A. No, we pay more to-day to that type of 
organization than we can afford to pay, ourselves, right now. 
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By Mr. Young: 
Q. When you refused to sell them these orders, can you blame the com- 


_ panies for trying to get their supplies from some place else?—A. Not a bit. 


Q. Did you ever ask the government to put a duty on so they could not 
import their supplies?—A. It just happens that there is not a duty on our stuff. 
There is a protective duty on a lot of raw materials, but there is no duty on 
our finished goods. 

Q. No duty on rubbers?—A. No. 


By Mr. Factor: 


Q. What was responsible for the destruction of the jobber system in the 
rubber shoe business?—A. In the main, I think it was the multiplicity of small 
rubber shoe manufacturers, and each one reaching out for the fair sized retailer, 
and they picked off all the good retailers themselves, going direct, and thus 
they starved their own jobbers. 

Q. Was the departmental store not responsible to some degree?—A. I think 
it may have been contributing, but I think it was more the manufacturers. 
I think it is the same in footwear as it has been in any other line. Here you 
have the biggest dry goods people in Canada—Greenshields, Racines and 
Hodgson & Summer—three of the biggest wholesale drygoods people in Mont- 
real, who had to amalgamate a few months ago. I think the cause of that is 
undoubtedly that these big concerns go to Europe and bring in the type of 
merchandise they were buying. 


By Mr. Kennedy (Winnipeg): 

Q. May I have your attention for a moment. I have a wire here from 
the Winnipeg Merchants Association at Winnipeg, and the gist of it is, “Under- 
stand rubber companies appearing before Stevens committee this week,” and 
they ask for full investigation into what they term “unfair discounts the large 
buyers of rubber footwear receive.” Are the discounts referred to in this 
wire the discounts that are set out in the schedule filed?—A. In the schedule 
filed here. 

Q@. They do not elaborate. Have you any comment to make as to what 
they term unfair discounts, that might be reflected in complaints you receive? 
Would you comment on that?—A. I don’t know just what the small retailers 
would consider a proper spread between the small fellow and the big fellow. 
I know of lines of merchandise on which, by gad, there is a 35 per cent spread. 

Q. I take it your point of view is—and I am not arguing the point at all— 
that where you sell in large quantities you give a bigger discount, naturally, 
than you do where you sell in smaller quantities?—A. Surely. We can afford to. 

Q. In view of the fact that selling in smaller quantities, from your experi- 


ence, is much more expensive to you?—A. Very much more expensive. 


Q. Is that what they refer to as unfair discounts?—A. Yes. 
Q. And from your experience in business, shall I take it that your view is 
that these are not unfair discounts?—-A. I think they are fair discounts. I 


know of no industry in Canada with discounts like those you have before 


you here. 

Q. Would it be a correct interpretation of their viewpoint as put forward 
in this wire, that they seem to think that the small retailer should get as much 
discount as the large buyer?—A. It is. 

Q. Is that what they impress on you?—A. That is what they impress 
on everybody in the country. 

Mr. SoMMeERvILLE: They are not asking for the same discount as the big 


_ buyer or class A. They are asking to reduce the spread between the two so 


that they can compete. 
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The Witness: Have you any idea, Mr. Sommerville, what they think the | 


spread should be? 


Mr. SomMERVILLE: I have no doubt they have discussed it with you time | 


and time again. 


By Mr. Kennedy (Winnipeg): 


Q. Just let me finish this point. Then I can take it that the spread as _ 


indicated in that schedule of discounts filed is the spread on which your com- 
pany operates, and similar companies in the association?—A. Yes. 


Q. And in the view of your association, those are fair spreads?—A. Yes. | 
The reason that I believe there is a criticism of these discounts is because they | 
are known. There are no secret rebates or premiums or advertising or anything | 


given away. In a lot of cases they think they are getting a good discount 


and they are not. This is right open. There are no secret rebates or anything. — 


It is all public property. 


Q. Let me just go one step further. They say: “ Assistance badly needed,” | 


the independent shoe dealers. Assuming that, as a result of these discounts, the 


small retailers have to go out of business to a considerable degree, what effect | 
generally on the industry would that have?—A. Well, it will probably leave a 


store vacant in some towns. 


Q. I mean, as manufacturers are you concerned, from a business point of | 


view, as to whether or not these small dealers do go out of business?—A. No. 


There. are undoubtedly some small dealers that should never have been in | 


business, but the unfortunate thing is they are there and what are you going to 
do with them? 


Q. If the effect of these discounts is to drive, we will say, any consider- | 


ably quantity of retailers out of business, are you as manufacturers concerned in 
that?—A. I don’t think it is our problem. 


By Mr. Sommerville: 


Q. You say there have been no secret discounts?—A. No. 
Q. Were not all these discounts secret until this morning? The retail 


trade didn’t know what they were?—A. Every retailer pretty near in Canada — 


knows them. 
Q. Is that so?—A. Yes. 
Q. Are they generally known throughout the trade?—A. Yes. 
Q. The amount that is allowed?—A. Yes. . 
Q. Then they still consider them unfair, according to the wire received? 


—A. Yes. Most of these lines they don’t know, and they get a discount and © 


somebody else gets a whopping bigger discount and they don’t know about 
it, and they think they are all right. 

Q. Let me ask you this: Are you interested in enabling your retail 
merchants to compete with the large firms on reasonable terms?—A. We hope 
that every person that buys from us has the same reasonable chance of success. 

Q. All right. Let us try it out on bicycle tubes. You make a bicycle 
tube known as Endurance?—A. I believe we do. 

Q. Or rather a bicycle casing, don’t you?—A. I believe we do. It is one 
of our brands, I think. 

Q. And the cost to the retailer is a dollar?—A. I don’t know. 

Q. That is as it appears on the Dominion Company price list which I have 
here. Then you make another bicycle casing called Regent?—A. I can’t tell 
you. I will be pleased to look it up and file the information. 

Q. You don’t know that that is one of your brands?—A. No. We make 
about fifty million different things. 
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By Mr. Factor: 

Q. It is too much for you, as president?—A. Yes, when it comes to bicycle 
tubes. 

By Mr. Young: 

Q. Do you say there is no duty on your goods?—A. Not from England or 
Singapore. 

Q. Just a minute— —A. There is on tennis. There is a 15 per cent duty 
on tennis, but no duty on waterproof footwear, the big end. 

Q. What about clothing?—A. We were talking about footwear. I under- 
stood you were asking about that. 

Q. Under the general tariff there is a duty of 274 per cent. On clothing 
it is 25, 30 and 35 per cent plus 50 cents?—A. The markets we are most liable 
to get our stuff in from, there is no duty, barring Slovakia. 

Q. Something was said this morning about imports from Japan and Czecho- 
slovakia?-_A. Imports from Japan are practically shut off; and the serious 
imports are from Singapore, which come in free. 

Q At the moment they are free?—A. Yes. 

Q. It is only footwear that is free?—A. Yes. On tennis there is a 15 per 
cent duty, I believe. 

Q. 25 per cent on clothing?—A. Well, I don’t know anything about cloth- 
ing. I am not in the clothing business. 

Q. Rubber coats and so on?—A. We don’t make them. 

Q. Do you make hose?—A. Yes. 

Q. 20 per cent on that; tires and so on, 224 per cent under the British 
preferential?—-A. Whatever is in the book. It speaks for itself. 


By Mr. Sommerville: 
Q. Let us see about this casing. Perhaps you will recognize your price 
list?—A. Yes. 
Mr. Facror: It is a coloured price list. 


By Mr. Sommerville: 

Q. It is a green one. They have all the colours of the rainbow in here?—A. 
That looks like ours. 

Q. The price for the Endurance casing is $1, is that right?—A. Yes. 

Q. The price to the consumer, $1.50?—A. That is our suggested consumer’s 
price. 

Q. Well, there is the price, at any rate, that you put out on your list?—A. 
Yes. Whether anybody gets that or not, I don’t know. 

Q. At any rate, those are your list prices, and you charge the retailer $1?— 
A. Well, if he buys $600,000 or over, he has a 10 per cent discount. 

Q. 10 per cent?—A. Yes. 

Q. I show you this advertisement. Price list, $1.50. You make a bicycle 
called “Regent.” Your firm name would be on that?—A. I do not know. 

Q. I think it is sold to one of the department stores?—A. I do not know. 
I would have to look it up for you. 

Q. Do you not make any brands that you reserve especially for the 
departmental stores?—A. As a rule any brand we make for a departmental 
store is their brand. 

Q. That does not have their name on it. This is a casing that has your 
name on it. The retailers advise that, “bicycle dealers in this city’—This is 
written from Calgary—‘“have requested the Dominion Rubber Company to 
supply to trade same line as sold by the T. Eaton Company, but have been 
refused. The public are led to believe that they are purchasing same quality of 
tire from Eatons and assume that independent dealers are getting enhanced 
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profit when they sell tire in accordance with consumers price list as set by the 
Dominion Rubber Company.” Why do you refuse to sell to the retailer the | 
goods which you sell to Eatons?—A. I do not know anything about that. I | 
would have to go into it. 

Q. They refer to these three items in unfair competition: first, “Bicycle | 
casings, Endurance, size 28x14. Cost to retailer $1 as per Dominion Rubber | 
price list. Retail selling price to consumer as per attached Dominion Rubber | 
price list $1.50.” | 

Exhibit 2: “Bicycle casing (Regent) size 28x14 advertised and sold by the | 
T. Eaton Company at -79 cents as per voucher. See attached advertisement } 
dated Tuesday, March 27.” 

Exhibit number 3: “Bicycle casing (Rgent) size 28x14 sold by the T. Eaton | 
Company including the tube as per attached for 95 cents complete. Price of | 
this tube to retailer from Dominion Rubber Company 38 cents.” | 

Now, how in the world do you expect your retailer to compete with that — 
condition when you will not even sell him the goods that will enable him to 
sell in competition?—A. I do not know whether we would or not. I do not know 
anything about it. I would have to investigate it and give you a report on it. 

Q. Is there no truth in the statement made by these retail merchants that 
they cannot buy these goods from you?—A. I do not know. 

Q. Here is a bicycle tire and tube for 95 cents made by you, and here is 
the list, your own list, and here is your invoice for an Endurance casing, present 
price $1 to the retailer?—A. You are speaking of something I do not know 
anything about. 


By Mr. Factor: 


@. You did say that the article made for the departmental stores is exclu- 
sively theirs?—A. If it has a private brand. 

(). If the Regent was made for the T. Eaton Company you would not 
sell the Regent without any brand?—A. We might or we might not. I do not 
know what kind of arrangement we have made. It is not customary to confine 
a brand with our name on it to one person. 


By Mr. Sommerville: 


Q. No. That is what I understand?—A. I do not know about that. I 
have to go into it. But as a rule if a departmental store has a brand, if they 
own the name— 

Q. But their name will be on it, and no one will be able to identify that 
it is made by the Dominion Rubber Company?—A. Yes. 

Q. But when your name is on it and your brand is on it this committee 
would like to know why you refuse to sell to a retailer so that he might 
compete?—A. I will have to go into it. 

(). As far as you know, has there been any representation made by the 
large buyers that they will not consent to you selling these brands to the retail 
trade to compete with them?—A. Not to my knowledge. I do not think there 
would be. 

Q. Have you heard of representations from other sources?—A. We will 
have to go into it and give you the answer. 


Mr. Heaps: Are we to have anything about wages? 


Mr, SOMMERVILLE: I beg your pardon. There is the question of wages, 
Somebody was asking a few minutes ago about a letter received as to the 
reason for the difference in the discount allowed departmental stores, and here 


-— 
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is a letter written from the Gutta Percha Rubber Company, Montreal, 
January 19, 1934, addressed to a person in Ontario, a dealer which says:— 

We realize it is hard for the dealers to compete with some of the 
prices that are offered by chain store organizations. They usually take 
one or two lines and use them as leaders on which they get an exceedingly 
low price. Then again the difference in overhead of a large organization 
as compared to a smaller store must be considerable and should be 
considered. 


The Wirness: I do not know what they are talking about, do you? 

Mr. Factor: That is the explanation of the Gutta Percha Company for 
the, difference of the discount. 

i The Wirness: Is it the dealer’s buying price or the consumer’s price or 
what? 

Mr. SomMeErRvVILLE: “Concerning discount allowed for volume purchase 
would say that the bonuses are as follows.” They set out the bonuses up to 
6 per cent on $15,000 purchases. 

The Wirness: Yes. 

Mr. SommervititE: And then they say, “This is the only method that you 
can obtain a greater discount than you are now obtaining.” ‘Then they go on 
to point out this reason why these discounts are given to the larger concerns. 

The Witness: Read that again. 

Mr. Sommervitte: “Then again the difference in overhead of a large 
organization as compared to a smaller store must be considerable and should be 
considered.” That is one of the reasons, undoubtedly. 

The Wirness: As far as that is concerned, we do not think it is any of 
our business what the operating costs of our customers are; we are concerned 
about our own. 


(File, re bicycle casings filed, marked Exhibit 200.) 


Mr. SommemrviItLteE: Now, you were asked about the rubber footwear. We 
made an analysis of the wages and this is what we find. Dealing with the 
Ontario companies: first factory, average weekly earnings, male $16.74, female, 
$8.57, average hourly rate, male .379, female .264; factory number 2, average 
weekly earnings, male $13.73, female $8.78, hourly rate is not carried forward 
in that instance; factory number 3, average weekly earnings, male $20.40, 
female $12.48, average hourly rate .408, male and .283 female; factory number 
4, average weekly earnings, male $20.71, female $11.35, average hourly rate, 
male .430, female .269; factory number 5, average weekly earnings, male 
$15.60, female $8.63, hourly rate not carried out. 

Mr. Heaps: Is there any reason why they are not carried out? 

Mr. SomMeErRvVILLE: We have not got the hours worked by the plant in the 
report that has been made. 

Mr. Hears: It seems it is the low ones that you have not got and the high 
ones that you have. 

Mr. SomMeERvVILLE: No, the lowest one $8.57, we have that. On the first 
one, the hourly rate for men is .879, women .264; factory number 6, average 
weekly earnings, male $11.57, female $7.26, average hourly rate, male .40, 
female .25. That is for the Ontario companies. 

Mr. KENNEDY (Winnipeg): Over what period? 

Mr. SoMMERVILLE: This is for the whole year 1933, but it is quite apparent 
that it does not cover a full week in the case of the women because the hourly 
rate would indicate that they had worked less than the full week—both men 
and women. 
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Mr. Factor: Is that all in Ontario? 


Mr. SoMMERVILLE: That is in Ontario, these six factories. There is one 
company that has a factory in both Ontario and Quebec. Now, these are the 
Quebec figures: the first factory, average weekly earnings, male $15.73, female 
$8.42, hourly rate not carried forward; second factory, average weekly earn- 
ings, male, $13.90, female $9.29, hourly rate, male -325, female -235; factory 
number 3, average weekly earnings, male $14, female $10.92, hourly average 
not carried out. These are the figures on nine factories six of which are in 
Ontario and three in Quebec. 

Mr. Heaps: It discloses the fact that practically in every case the employees 
are working for away below anything we would call a living wage. 


Mr. SoMMERVILLE: The rates per hour in Ontario run from 37 cents to. 


43 cents for men and from 25 cents to 28 cents for women. In Quebec the 
only one we have is a rate of 32 cents for men per hour and 23 cents for 
women. 

Mr. KENNEDy (Winnipeg): Can you tell me where the rates per hour are 
carried out, does it indicate a breach of the law in as far as the minimum wage 
law is concerned? 

Mr. SoMMERVILLE: I would not say so because the lowest rate is 23 cents 
per hour and that is in the province of Quebec, and if that is located the rate 
would provide the minimum wage regulation. 

Mr. Heaps: Have you not got the list of the profits made by these firms 
in the same year? 

Mr. SOMMERVILLE: We have a composite statement of, I think, their earn- 
ings. No, we have not, Mr. Heaps. 

Mr. Hears: Perhaps Mr. Eden could tell us the profits of the Dominion 
Rubber Company for 1938. 

Mr. Iustey: Are you going into all that question of capitalization? 

The Witness: I will file our statement. 

Mr. SOMMERVILLE: I will get a composite picture of the various companies. 

Mr. Heaps: Yes, this is rather an important question, when you find the 
firms in question are being granted such large privileges by the government 
and you find these average wages paid where a woman earned $7.36 a week 
and a man earned $11.50 a week. 


By Mr. Factor: 


Q@. Do you mind giving us— —A. Not a bit, but the unfortunate thing 
is the speed with which these factories have been running. Some of these 
factories have been shut down for weeks. If you take a payroll and divide it 
by the number of weeks in a year it gives you a distorted view of the average 
weekly wages. 

Mr. Heaps: Try to compare that with the profits earned in the same 
period. | 

By Mr. Factor: 

Q. Yes, try to compare that with the profits earned in the same period? 
—A.I do not think you will find any excess profits with us. We did over 
$8,000,000 worth of business and lost over $17,000. 


By Mr. Sommerville: 
Q. I will get from Mr. Hannay a statement of all the operations?—A. Our 
problem is to try to get these minimum wages up for these provinces; they 
cannot make them high enough for us, we pay over the minimum, 


— eo. . - 
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By Mr, Heaps: 

Q. Which provinces are below the minimum?—A. We pay well above the 
minimum in each of the provinces, so much so that it is embarrassing. We 
would like to see these minimum wages in the provinces put up. 

Q. How much difference in wages does your firm pay as compared to the 


other ones?—A. I do not know, that is not available to me.. 


By Mr. Young: 

Q. Mr. Sommerville asked you a while ago if you had ever been threatened 
by any of these big buyers that if you did not give discounts they would set 
up factories of their own; from whom did you hear that?—A. I do not know, 
I think it was general gossip. 

Mr. Factor: You will give us the details of the profits. 

Mr. SommervitLE: Mr. Hannay, will you be good enough to furnish us with 
a statement from each of the companies, their balance sheets showing the profits 
over the last five years. 

Mr. Hannay: I will ask them for it, and if I receive it I will send it to you 
by mail. 

Mr. SommeERvILLE: I want that for both the tire companies and the footwear 
companies. 


Mr. Hannay: In some cases the two are one, they are combined; one state- - 
ment would cover both cases in some instances. 


Mr. SommerviuiE: If they are, one statement will cover, unless they hav 
it divided to show the footwear section; if so I would like them separate. 


Mr. Hannay: I think I have most of that. 

Mr. SoMMERVILLE: Yes, if you would be good enough to file that. 
Mr. Hannay: I will send it to you by mail. 

The Cuarrman: Are there any other witnesses? 


Mr. SommervittE: Mr. Hougham was interested in the Mutual Shoe Stores; 
I do not know whether he wanted to make any statement, or any reply. 


Mr. Hovcuam: I think perhaps the representatives of the stores who con- 
ducted the negotiations might make a worth-while contribution. I do not 
think I would care to waste the time of the committee. 


The CHairMAN: You can get it ready then, ask them to present it in as 
brief a form as possible. 


Mr. Hoveuam: Do I understand that you will be prepared to receive repre- 
sentations. 


The CuarrMAN: Yes, later on. 
We will stand adjourned until Tuesday morning at 11 a.m. 


Mr. Factor: What is coming on Tuesday morning? 


The CHarrMAN: On Tueday morning we will commence with the reports 
of the auditors on the packing industry. 


We will adjourn until Tuesday morning. 


The Committee adjourned to meet again at 11 a.m. on Tuesday, May 29, 
1934. 
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Hovusr oF ComMMons, Room 368, 
May 29, 1934. 


The special committee apopinted to inquire into price spreads and mass 
buying met at 11 a.m., Hon. H. H. Stevens, presiding. 


Mr. Norman Sommerville, K.C., of Toronto, and Mr. W. W. Parry, K.C., 
of Toronto, appeared as Counsel for the Committee. 


The CuatrMAN: Order, gentlemen. The minutes of the last meeting record 
the names of witnesses heard, and certain exhibits filed. We will declare the 
minutes approved. 


Mr. BouLANceR: Before we proceed with the business of the day I would 
like to make a motion concerning the travelling expenses of Mr. Victor 
Chartrand, of L’Ephiphanie, who was heard as a witness before the committee 
on May 10th. He was not summoned regularly, he was in the room and Mr. 
Sommerville called him to the stand. I do not see why there is any reason that 
he should not receive his expenses the same as other witnesses, and I would so 
move, 


The CHAIRMAN: Instead of making a motion, I think if you would take 
that up with the Clerk of the Committee, 1t would be arranged. 


Mr. BouLancer: I understand not. I understand that as he was not sum- 
moned in the regular way, a motion is required. 


The motion on being put was carried. 


Mr. A. B. SHEPHERD, called and sworn. 


By Mr. Sommerville: 


Q. Mr. Shepherd, you are a partner of the firm of Peat, Marwick, Mitchell 
& Co., Auditors and Chartered Accountants?—A. Yes. 

@. And you have made an examination for the Committee of certain phases 
of the packing industry?—A. I have. 

Q. And in certain plants?—A. Yes. 

@. What plants in Canada have you made an inquiry into, and what is the 
extent of that inquiry?—A. The plants we have examined are Wilsil’s Limited. 

Q. Wilsil Limited, of Montreal?—A. Yes. Swift’s at Toronto and Edmon- 
ton, Swift Canadian Limited, Hunnisett, of Toronto; Gainers Limited, at Edmon- 
ton; and Canada Packers Limited, at Toronto and Hull; and certain operating 
statistics at Montreal, Winnipeg and Peterborough. 

@. You have not examined all of the plants of Swift?—-A. No. 

@. And you have not examined all of the accounts and all of the plants of 
Canada Packers?—A. No. 

Q. But with respect to the two plants at Toronto and Hull, you have made 
an examination of certain phases of their activities; and then with respect to 
certain other operations you have made examination of some figures from Canada 
Packers at Peterborough and Winnipeg?—-A. Winnipeg and Montreal. 

Q. Then you examined Burns Limited?—A. No. 
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Q. That was examined by somebody else, and the firms that have been 
mentioned are the large packing operators of Canada, are they not?—A. Two of 
them are. 

@. Canada Packers and— —?—A. Swifts. 

Q. Then the next in order?—A, Wilsil, and after that, Gainers. 

Q. st Burns?—-A. Burns would, I think, come before Gainers. 

Q. Burns would come before Gainers?—A. And Wilsil. 

Q. Probably before Wilsil?—A. Yes. 

Q. You have, for certain purposes, made an examination of the packing 
industry in Canada?—A. Yes. 


Q. Now, take the first plant you named, Wilsil; will you just indicate to ° 


us—that plant i is located at Montreal?—A. Montreal, 

Q@. And it is a single unit; it has no branch plants i in other parts of Canada? 
—A. No. 

Q. It operates at Montreal?—A. Yes. 

Q. I understand that this is a plant in connection with which you have 
made an examination of certain features?—A. Yes. 

Q. Will you kindly indicate to the commiteee what are the features of the 


examination that you made at Wilsils?—A. The features of our examination 


are:— 

(a) To ascertain the Net Income earned on the capital invested in the Com- 
pany after eliminating extraneous charges or credits to operations, if 
any. 

(b) To determine the spread between the price paid to the producer of 
live stock and the price received by the Packer from the sale of the 
various products manufactured from live stock. 

(c) To determine the dressed cost of hogs, beef and small stock purchased 
through (1) direct shipments, (2) stockyards or markets, and (3) 
truckers, and the percentage which each of these classes bears to the 
total purchases. 

(d) To determine the hourly rates of wages paid by the Coney and 
prepare a tabulation giving the number of employees paid at each of 
the different hourly rates. 


Q. These were the four sections you were dealing with in connection with 
your report?—A. Yes. 
‘Q. And in support of this information you are handing in a memorandum 
submitting statements?—A. Yes. 
Q. And the statements you submit are?—A. The following:— 
Exhibit “A’—Consolidated Balance Sheet, Wilsil Limited and City 
Renderers Limited as at December 31, 1933. 
Exhibit “ B ”’—Condensed Statement of Operations for the five years 
ended December 31, 1933. 
Exhibit “C”—Statement showing percentage of Net Income to 
invested Capital for the five years ended December 31, 1933. 
Schedule ‘‘1”—Statement showing the approximate average yield 
and average selling price of hogs for week ended March 10, 1934. 
Schedule “2”—Statement showing the approximate average yield 
and average selling price of hogs for week ended March 17, 1934. 


@. Will you be good enough to submit to the Committee the results of 
your enquiries on each of the four divisions of your reference?—A.:— - 
(a) To ascertain the Net Income earned on the capital invested in the 
Company after eliminating extraneous charges or credits to operations, 

if any. 


—_ 
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Q. Before we deal with this I would suggest that the memorandum sub- 
mitted should be printed in the records as such. 


The CHAIRMAN: I think that is agreeable to the Committee. 
Mr. SOMMERVILLE: We will then have the record in proper form. 


Toronto, Ont., May 16, 1934. 
MEMORANDUM RE WILSIL LIMITED 


In the following paragraphs we submit certain information prepared from 
the certified accounts of the Company’s auditors, from the books and records of 
the Company and from information obtained by us from the management 
without independent verification of the accounts. 

The scope of our investigation, which is outlined in general terms in the 
Resolution of Parliament, may be divided into the following specific enquiries: — 


(a) To ascertain the Net Income earned on the capital invested in the 
Company after eliminating extraneous charges or credits to operations, 
if any. 

(6) To determine the spread between the price paid to the producer of 
live stock and the price received by the Packer from the sale of the 
various products manufactured from live stock. 


(c) To determine the dressed cost of hogs, beef and small stock purchased 
through (1) direct shipments, (2) stockyards or markets, and (3) 
truckers, and the percentage which each of these classes bears to the 
total purchases. 


(d) To determine the hourly rates of wages paid by the Company and 
prepare a tabulation giving the number of employees paid at each of 
the different hourly rates. 


In support of the information included in the memorandum we submit the 
following statements:— 


Exhibit ‘‘A’”—Consolidated Balance Sheet, Wilsil Limited and City Rend- 
erers Limited as at December 31, 1933. 


Exihibit “B’”—Condensed Statement of Operations for the five years ended 
December 31, 1933. 


Exhibit “C’—Statement showing percentage of Net Income to invested 
Capital for the five years ended December 31, 1933. 

Schedule “1”—Statement showing the approximate average yield and aver- 
age selling price of hogs for week ended March 10, 1934. 

Schedule “2”—Statement showing the approximate average yield and aver- 
age selling price of hogs for week ended March 17, 1934. 


(a) To ascertain the Net Income earned on the capital invested in the Com- 
pany after eliminating extraneous charges or credits to operations, if 
any. 


Capital.—Wilsil, Limited, was incorporated on March 27, 1929, with an 
authorized capital of 16,000 convertible preferred shares of $5 each, and 50,000 
common shares of no par value. At December 31, 1933, there were issued and 
outstanding 16,000 convertible preferred shares of $5 each and 18,000 common 
shares with a stated value of $5, a total capital of $170,000. The preferred 
shares carry no stipulated dividend rate, but are limited to $1 per share in excess 
of the dividend paid on the common shares and are exchangeable at any time on 
the basis of two common shares for each share of preferred stock. Since January 1, 
1930, dividends have been paid annually on the preferred shares at the rate of 
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$1 per share, and for the year ended December 31, 1929, a dividend of 25 cents 
per share was paid. No dividends have been paid on the outstanding common 
shares in accordance with the restrictive terms of a mortgage agreement now in 
force. 

The entire outstanding preferred and common shares were originally issued 
as a bonus to the subscribers to an issue of 6 per cent Second Mortgage bonds 
due on January 1, 1949, in the amount of $800,000. 

In Exhibit “A” we submit a Consolidated Balance Sheet of the Company 
at December 31, 1933, based on the audited Balance Sheet submitted to the 
shareholders. 


Net Income.—A condensed statement of the operations for the period from 
the parent company’s inception, March 27, 1929, to December 31, 1933, is sub- 
mitted in Exhibit “B”. It should be noted, however, that the figures for 1929 
include the operations for the entire year. 

In reviewing the operations consideration was given to such controllable 
items of cost as salaries, repairs and depreciation and adjustment of inventories 
which might have an important bearing on the Net Income of the Company, 
as reported. 

No items of sufficient relative importance were found to warrant adjust- 
ment of the earnings, but we are of opinion that the aggregate provision for 
repairs and depreciation is liberal representing as it does an amount of 
$574,269.23 for the period under review, or 54 per cent of the average book value 
of the depreciable assets. 


The following comment is submitted on certain items included in the operat- 
ing statement:— 


Sales—tIn the following tabulation we submit details of the Companies’ 


sales for the period under review, together with the percentage which the net 
income bears to the sales: — 


Period Sales Net Income | Percentage 
$$ cts. $ cts. % 
Year ended December SL PILOZO WIRES, . BEES eee ge ee aT re, 6, 704,070 60 98,605 11 ae ke Ys 
PO ial ocr ee ee ies Ae ek 8 5,936,224 66 73,983 54 1-25 
- Wats oi. «PRS PO BAW O 5,174,010 58 55,516 89 1-07 
* “ 1932))).. (BRE . Pee eee aie: 4,416,959 77 9,552 89 0-22 
nd + BOS Mies Pie ts ee Biches Ohno Keiser Win OL aa 5, 244,670 97 166,438 00 3°17 
APO ta leks, «Beer RES P.O hs ere oD Seas Ae 27,475,936 58 404,096 43 1-47 
Averagelfor peniod % Oui cscg ps Gi ear esi Gel) -aietdin 5,495,187 31 80,819 28 1-47 


Inventories.—The inventories appear to be conservatively valued at esti- 
mated cost or market, whichever was lower at commencing and closing dates, 
and the basis of valuation appears to be the same throughout the period covered © 
by our examination. The figures, therefore, do not call for special comment or 
adjustment. 


Depreciation—The following rates have been used by the Company in 
computing depreciation on fixed assets:— 


Buregmgs.: eo Se ee 24% per annum 

Machinery. La. yel DG Uae, dor, vole nie. 10 f 

Stable equipment.......... Ag ESAS PY PERO FR, 10 “ 

Office PUSHY Me ee eas Sesion ne Oe a ee 10 2 

a fuektes |) Moen sth oh ate AORe ee 25 i for first year, and 


20 “¢ thereafter. 


PRICE SPREADS AND MASS BUYING 2041 


Repairs and Renewals.—While the annual charges for repairs and renewals 
appear to be high we are informed that these expenditures are necessitated by 
the nature of the business. Our examination of the accounts relating to repairs 
indicated that of a total expenditure of $276,834.58 over the period of five years 
approximately $32,000 is in respect of charges which might be regarded as being 
in the nature of renewals or betterments. 


Executive Salaries—The total annual salaries of the three Executive 
Officers are $36,500. 

These annual rates have been in force since 1930. No bonuses are paid to 
these officers. 


Invested Capital—In Exhibit “C” we submit a statement showing the 
relation which the Net Income before providing for interest on the second 
mortgage bonds bears to the average invested capital during the period under 
review, based on the annual Balance Sheets and Profit and Loss Accounts as 
certified to by the Companies’ auditors. 

In preparing this tabulation the book value of the preferred and common 


: _ shares, namely, $170,000, has been excluded as we are informed that these shares 


were not issued for any tangible consideration. The invested capital, there- 
fore, is represented by the value of the second mortgage bonds outstanding, 
plus the earned surplus, less the balance of goodwill after deducting therefrom 
the stated value of the preferred and common shares. We have adopted this 
basis of arriving at the Invested Capital because the second mortgage bonds 
appear to represent the owners’ equity in the business, the preferred and com- 
mon shares having been issued without tangible consideration. 


On the above basis the percentage of Net Income to Invested Capital is as 
follows:— 


Net Income 
Average 


a Tay ooket aipiose crap eae 
Capital A ve ° 
Mortgage Invested 
Interest Capital 
$ ets. $- cts. % 
car ended December 31/1933. Clef FREE A 878,497 06 207,988 00 23-67 
“f es LES! 2h: Ate, a Le Ee Oe 840,386 52 53,833 78 6-45 
rf 9° cS URES el en ay Gams gra iee Ve e a aee 831,020 18 101,206 56 12-17 
% a GO. ian. Ge ee A a ok OMY 799,156 11 121, 023° 54 15-14 
a i i) Se ee ee ee Cee re 740,154 28 146,605 11 19-80 
ONE gna) Ae RS OR, ico ey AREA EA AGEREA CORRS EEO EES 4,089,214 15 630,656 99 15-42 
LOS EOE Ce C0 ne eee - ne 817,842 83 126,131 40 15-42 


(6) To determine the spread between the price paid to the producer of live- 
stock and the price received by the Packer from the sale of the various 
products manufactured from livestock. 


In the case of Wilsil, Limited, practically all the transactions of the Com- 
pany are represented by the purchase of livestock and its conversion into pack- 
ing products, so that the spread is represented by the difference between the 
price paid to the producer and the selling price. This spread, however, covers all 
the products handled by the Company, and the records of the Company are not 
designed to show the spread on individual commodities. 

In common with other packing establishments Wilsil, Limited, does not 
maintain a cost system which would enable the actual cost of individual products 
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to be determined. To secure approximate costs for their own information the 
officials have “test runs” made from time to time and by the adoption of an 
average percentage of yield and an average selling price they arrive at the 
estimated gain or loss on the sale of an average dressed carcass. 

In Schedules “1” and “2” we submit particulars of the approximate average 
yield and average selling price of hogs for the weeks ended March 10 and 17, 
1934, based on the result of Company “test runs” which purport to show the 
eross gain per hundred pounds to be $1.37 and $1.24 respectively. These estim- 
ates, however, do not include the costs of killing, cutting or handling, and as they 
cannot be reconciled in any way with the actual operating results of the Com- 
pany we feel that they are of little, if any, value in determining the spread. 

Due to the impossibility of reconciling the result of the “test runs” made by 
the Company with the books of account we are unable to determine the spread 
between the price paid to the individual producer of livestock and the price 
received by the Packer from the sale of the resulting manufactured products, 
and we are therefore forced to substitute for this inquiry consideration as to 
whether the Packer receives a reasonable or an excessive return (a) on the 
capital invested, and (b) on the sales made to the public. The information 
necessary to arrive at a conclusion on these points is submitted in the section 
of this memorandum dealing with invested capital and sales, the average return 
shown being 15-42 per cent on invested capital and 1-47 per cent on sales, 

As the operations of Wilsil, Limited, during the period under review were 
confined largely to hogs we did not obtain particulars of a “test run” for beef. 


(c) To determine the dressed cost of hogs, beef and small stock purchased 
through (1) direct shipments, (2) stockyards or markets, and (3) 
truckers, and the percentage which each of these classes bears to the 
totai purchases. 


The above information has been secured in connection with hogs for the 
months of September, 1933, and February and March, 1934, and is submitted in 
the following summary :— 


Stockyards 
‘or Markets 


eee! Direct 


Shipments Truckers 


Average Cost per 100 lbs. 


$ cts. $ cts. $ cts. 
Sepfestber, T9tSG0. Obs: ..\ Ae SES. Bean de eee eeeaanaekeoleaey 10 28 10 24 10 03 
SA As ees CY SER Ae REMC MARE DE SL owen! Aas seat amines Me eeee ne 13 64 13 68 13 22 


March, ROSAS Oh ie.: OI. PAS OA desde eet sg ee een nga Sey tts 13 51 13 70 12 72 


Percentage of Total Purchases 


q 
Santaibar ogee JOR Ok, WOH eVET Was HER Bh AO 44-85 Mol ae Dien 
February Vigad ath SAT OP bisG watny Say poeyiad: hes 75-30 22-60 2-10 
Marcha wilh Ao. dlens. adhe. ‘Toalon Gorka. bawieoe 80-92 16-55 2-53 


The prices paid for hogs are stated to be based on the market price for the 
bacon grade with the following differentials on or off bacon grade:— 


Below, QUITS Os. vi. Premium of $1.00 per head above the bacon. 

Butcher Pehle ot x St nce ec eek Discount of $1.00 per head below the bacon. 

EG INER eth RL ws se vicar agttnanh eroset “e 0.50 $s ps 

Hea eye livtcOhbe ia RAI: ie 0.50 o rs 

ExtratHeavy ined. .:. partir x 1.50 if ¢ 

We tiene. oS. wea aa eemthctad os * 1.50 to $2.00 per head below the bacon. 
Wo) 2-Bow sii. Ohh. BA $ 2.00 to $2.50 & 


| 
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While the above differentials are generally applied on hog purchases, our 


- examination of purchase invoices showed minor variations, particularly as affect- 


ing extra heavy hogs and sows. Prior to March 12, 1934, no discount was applied 
on the bacon price of local purchases in the case of butcher grades, but we are 
informed that the Company now applies these differentials on all purchases. 


From the records maintained by the Company it is not possible to determine 
whether the Company gains an additional profit through the operation of the 


_ differentials beforementioned. After the hogs are dressed and cut they lose their 


identity in the plant, and the product is sold at the most advantageous market 
price. 

On all purchases of cariload lots the Company pays a commission to the 
Agent of $10 per car on hogs and $17 per car on cattle coming direct to the plant 
by rail. Purchases of carload lots on the local market carry a commission based 
on the following rates:— 


Carload Mixed Mixed 
ETERS aha, ae ee Re ali “Se ay EA i RA $15.00 
CAT AR ab osey isin Marae ants orte- Baa pace ores 12.00) 
Pg oe ROGERK * Tiiy SAK? BIO Or 10.00 $12.00} $10.00 
Sleepiand Lambs 721. Si OR OUI, 04). ak 10.00 


The average dressed cost of cattle, veal and lamb for the weeks ended 
March 10 and 17, 1934, are given below. We were, however, unable to secure 
the information necessary to enable us to distribute the purchases under the 
required headings. 

Average Cost per 100 lbs. 


Week ended Week ended 
March 10, 1934 March 17, 1934 
ee Ne ks See foe, Saas Cea gee oe $ 9.20 $ 9.64 
Vice er are ects cratitere ouhelenetoier A orsieine eels ok 11.55 11.41 
RNY) oe. citable iecse «55. -' oc comsaninlede aed 13.34 11.99 


(d) To determine the hourly rates of wages paid by the Company, and to 
prepare a tabulation giving the number of employees paid at each of 
the different hourly rates. 


In the following table we submit information showing the number and per- 
centage of the Company’s employees engaged at the various hourly and weekly 
rates as at March 24, 1934:— 


Hourly Number of Per Cent 
Rate Employees of Total 
+ E20 38 10°27 
22 6 1-62 
yas 21 5:68 
28 14 3°78 
.30 69 18-65 
oe 19 5-14 
oo 36 9-73 
363 6 1-62 
.38 10 2:70 
.40 12 3:24 
424 1 -27 
45 8 2°16 
.50 16 4°33 
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Weekly Number of Per Cent 
Rate Employees of Total 
$10.00 1 -27 
15.00 2 -54 
16.00 3 “81 
18.00 25 6:76 
20.00 26 7°03 
21.00 4 1-08 
22 .00 29 7°84 
22,00 3 “81 
25.00 11 2:97 
27.50 1 -27 
28 .00 1 -27 
30.00 5 1°35 
30.00 2 *54 


None of the Company’s employees are on piecework or under any bonus 
system, and we are informed that no employee is required to “ stand-by ” in 
his own time. Our examination of the payrolls over a period did not disclose 
any evidence to the contrary. 


The basis of employment is a 55 hour week and an examination of the 
payrolls at August 12, 1933, and November 11, 1933, discloses that the rates 
in force at these dates were substantially the same as those given in the fore- 
going tabulation as at March 24, 1934. | 
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ScHEDULE “1” 
WILSIL LIMITED AND ITS SUBSIDIARY CITY RENDERERS, LIMITED 


SpATEMENT SHOWING THE APPROXIMATE AVERAGE YIELD AND AVERAGE SELLING Pricz or HoaGs For THE | 
WEEK ENDED Marcu 10, 1934. 


Cost of Average Dressed Hog of 185 Pounds at $14.07 per 100 Pounds....................... $ 18 99 | 
Product—Based on ‘‘Test Run’’ March 18, 1983: & 
Average 
Selling 
Yield Price 
Pounds per 100 
Pounds 
$ cts. > cts. | 
OUT aT PTO CO OMNIS, co EME OE ic kets otto Ate A on a tees Chien 20 19 73 3 95 
DAE Me eran ene 16 Md A a i ee A Oe, AED ORR © Ln SONOE LIER vas 15 65 4 239 
Aden Ete ee eo a ee ae aE 20 00 5 40 
OlT Tinted DACURGc.. berdtiocc. >. cs.cte.. ate baa ee we ee a A 16 21 00 3 36 
Short Meet, sri: eC. eu, Beek Sees He ORD. RP ie. err ei. oe 2 2 30 0 04 
Beit ae ie Uae ee Ginnie be deo iat BE eee aaa A? Vapor i, | Sahay, Pea 4 9 52 0 38 | 
Sinare Stas. 8. kde. terete Ro tee ee ae eh ae ange 2 8 67 017 @ 
TABS PORK cee, ORE corre ee Sie ct ae CR Me i, en ie EE 6) Gee 2 9 00 018 | 
Fh RO ee aah ee eee ee eee ee 13 8 30 1 08 | 
Pasa, cee Sas, Lc, a ee a a ka ee ence pe a Ts ade 8 4 57 0 SF 
"Hiri. |. A. Sey ey rs ee Se a a laces A aes ao ere 11 12 88 1 42 
Tile pret et Be oO Se ee. «a ae el SP eS ee eo AUD OU. Bee Steines | 
Kidneves ioe ob . maee | LS ee BE | ee ls. ee i 9 39 0 04 
lest ete) 2... 2 Se. Se. eA SS. B.S 23 9 50 0 248 
135 20 86 
[pe a ae ree errr | | anne St teeter sas easy (2 ees 
Gioss Gain por Carcass Of 135, Poundas. .:. ......2ech son «te . ies de ots s de hs we a ee ei 1.37 @ 
Grogs Gain -per-100' Pounds. .25-0s.06005 25-0890. Arak rtans cose Baw Ser neteke teeeebpes 1 38 


SCHEDULE ‘2” 
WILSIL LIMITED AND ITS SUBSIDIARY CITY RENDERERS, LIMITED 


SrATEMENT SHOWING THE APPROXIMATE AVERAGE YIELD AND AVERAGE SELLING PRIcE or HoGs FoR THE 
WEEK ENDED Marcy 17, 1934. 


Cost of Average Dressed Hog of 1385 Pounds at $13.79 per 100 Pounds..................0e ee eeee $ 18 61 
Product—Based on ‘‘Test Run’’ March 18, 1933: - 


Average 

Selling 

Yield Price 

Pounds per 100 

Pounds 

$ cts $ cts. 
OV eared LOLs, Ga 4.2; «cae ee kes A a enc a Moot ears Male He ice 20 19 02 3 90 
OP wertried SROMCCRS,. ai... dek dln Ls he» + Mass Raw s Seo Beauties ee oi 14 97 4 04 
OED DATING, ELATING | aapcr.le ce aed a Rois dea toh soe oh ee ce ee 27 20 07 5 41 
Pe at MGC. ESACOINS 8 seis coh ke Se aoe acess asi ois A aes, ea de 16 21 00 3 36 
SUth tel ie oe en ene a nec Serer e Ne 8 2 2 68 0 05 
TiGae MiGat) er ae ce ao oe a oe de EE oe ae a ee ee ee 4 8 35 0 33 
Spare SEIS. << cad oa A velo Be domed Te ee eee Pee eae neg 2 8 56 0 17 
PRCAME ORK ocak cs Begs 8 es es eo. 2 2 Le RE ee ete jh 9 00 0 18 
Lh Ieee Oe ees See ek ee eS Sen: SRA ke AM, Se ae 13 8 06 1 04 
Hes ods Beek os Bk ae ee ee Se 8 417 0 33 
"Privates Ooo dk oc aha ors de Baie Baa shoes ae a ad ee 11 11 89 1 20 
"Vailoees, o 5... i Be  . Se BS Be ae i ee ae AUGONE: 5 as oe 
FRIGNGNOS: vie Oh oO bs eile O44: oe ee B.S: See 3 9 13 0 04 
Tear Mea. coe Bee oe ee kee oie hs OO ae eee 25 9 63 0 24 
35 20 29 
Gross Gain on Carcass of 135, Potind a? ...90.. Be «ee oe oe ea os Bh os GN was so ae eas 1 68 
Gross'Gaim por 100 Pounds, iccccce kak. tas cas eal nne oven Me es ate id eae eater ceed 1 24 
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By Mr. Sommerville: 


@. If you would just go ahead with your statement, and read it slowly so 
we can follow?—A. Capital: Wilsil, Limited, was incorporated on March 27, 
1929. 

Q. Just five years ago?—A. Yes. With an authorized capital of 16,000 
convertible preferred shares of $5.00 each, and 50,000 common shares of no par 
value. At December 31, 1933, there were issued and outstanding 16,000 con- 
vertible preferred shares of $5.00 each and 18,000 common shares with a stated 
value of $5.00, a total capital of $170,000.00. The preferred shares carry no 
stipulated dividend rate, but are limited to $1.00 per share in excess of the 
dividend paid on the common shares and are exchangeable at any time on the 
basis of two common shares for each share of preferred stock. 

Mr. Factor: Are there any copies available? 

Mr. SOMMERVILLE: We have not. When it came in yesterday it was so long 
it was impossible to copy it in the time available, 
| Mr. Factor: Will you have it read a little slower then, so we can follow it? 


By Mr. Sommerville: 


Q. That is to say, when Wilsil Limited organized and issued its capital 
stock, it issued 16,000 preferred shares, of $5.00 each?—A. Yes. 

@. And 18,000 common shares, having a stated value of $5.00 each; then 
they were given a value of $5.00 on the books of the company by resolution. 
The statement would indicate that both the preferred and common stock were 
issued as a bonus?—A. Since January 1, 1930, dividends have been paid annually 
to the preferred shares at the rate of $1.00 per share, and for the year ended 
December 31, 1929, a dividend of 25 cents per share was paid. 

_ Q. That is to say, for the last four amounts the dividend of a dollar a share 
_ would be equal to 20 per cent per year?—A. Yes. 

Q. For the last four years on preferred shares? 

Mr. Hears: How much of that was paid up? 


| Mr. SoMMERVILLE: It was all bonus; the entire preferred and common shares 
were issued as bonuses. 


By Mr. Factor: 


‘ Q. I do not quite understand that; a bonus to what, was it not issued and 
_ sold to the public?—-A. No, it was issued as a bonus to the people who subscribed 
the bonds. 


By Mr. Sommerville: 


@. Perhaps if you will just finish this first paragraph, then we will sum- 
Marize it and get it very clearly, I think?—A. No dividends have been paid on 
the outstanding common shares in accordance with the restricted terms of a 
mortgage agreement now in force, 

Q. The existing first mortgage on the property requires that no dividend be 
paid on common shares until the first mortgage is paid off?—A. Yes. The entire 
outstanding preferred and common shares were originally issued as a bonus to 
_the subscribers to an issue of 6 per cent second mortgage bonds due on January 
1, 1949, in the amount of $800,000. 

_  Q. When this company was incorporated, as at present existing, it was incor- 
peraied for the purpose of taking over the assets of a former company?—A. 
es. | 

Q. Which was in operation?—A. Yes. 

q Q. And the former company, was that also known as Wilsils Limited?— 
. No. 

| Q. Whatever the name was? 

The CHAIRMAN: Two names were combined. 


The Wrirnsss: Yes. 
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By Mr. Sommerville: ! 

Q. That is to say, when the company was taken over in 1929, the existing | 

firm of Wilsil Limited was taken over by the new company; that is mre 

A; Yes. 

Q. The existing firm of Wilsil Limited was largely owned by two men, Mr. | 
Wild and Mr. Silcox?—A. Yes. 

Q. And the consideration paid for the company was what?—A. You mean 

the actual consideration? They issued the preferred and common stock. | 


By the Chairman: 
Q. That was 18,000 common, and 16,000 preferred, was it not?—A. Yes. | 


By Mr. Sommerville: 

Q. Yes. And $800,000 of second mortgage bonds?—A. They were turned _ 
over, and they assumed the first mortgage. | 
Q. So that the new company for the assets of the old issued $800,000 of | 
second mortgage bonds, assumed the existing encumbrance of $400,000 upon © 
the old company, and gave as well 16,000 preferred and 18,000 common shares — 
in addition?—A. Yes. | 


By Mr. Factor: 


Q. Who bought the second mortgage bonds; were they sold to the public! —@ | 
A. They were sold to the public. 


By Mr. Sommerville: | 

Q. Not by the new company?—A. By the syndicate. | 

Q. By the syndicate?—A. Yes. 

Q. And the syndicate turned over the proceeds of that to the eke ge 

of the old company?—A. Yes. 

Q. What was the book value of the assets of the old company when it was | 

taken over?—A. I will give you the exact amount. The appreciation of the 

assets taken over was $257,929.65. | 

Q. That is to say, when the old company was taken over the assets of that 
company were appreciated to the extent of $257,929.65’—A. Yes. 


Mr. Hears: What were the assets? 3 


By Mr. Sommerville: 


Q. What were the assets that were appreciated to that amount: what was 
the value of the assets that were appreciated?—A. Buildings and equipment was 
appreciated $249,929.65. | 


By Mr. Factor: 
Q. How was that value determined?—A. After appraisal. 


By Mr. Sommerville: 


Q. Before appraisal they were?—A. $664,975.02. 
(. And they were increased in value by an amount of— —A. $249.929.65. 
Q. That would be about 40 per cent? 


Mr. Hears: What did these assets comprise? 


By Mr. Sommerville: 


Q. First of all, land and buildings?—A. Buildings and equipment. | 
Q. These are land and buildings. Now then, at that time these lands and 
buildings were appreciated in value; was there anything appreciated in value?— — 
A. The investments were appreciated $8,000, 
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| Q. So that except for the investments the entire appreciation was applicable 
to land, buildings and equipment; what was the total value on the books at 
which these assets were taken over?—A. The net book value was $442,522.08. 


By Mr. Factor: 


| Q. Excluding land and building?—A. No, that is the net book value of all 
_ the assets taken over after deducting liabilities. 


By Mr. Kennedy (Peace River): 
| Q. But there was a mortgage against that of $400,000?—A. That is natur- 
ally after deducting the mortgage and the other liabilities. 
Mr. Facror: I thought you told us the net value of land, buildings and 
equipment was $664,000 odd. 
Mr. SomMERVILLE: That is subject to mortgage. 


By Mr. Sommerville: 

Q. What was added to bring the value of these assets up to the $800,000 
_ that was paid for them by the issue of these bonds?—A. The appreciation of 
$257,929.65. 
| Q. That would not be sufficient to bring up the net value?—A. In addition 
there was an item of goodwill put in the books of $269,548.27. 

Q. And in addition to the depreciation that has already been mentioned, an 
item of goodwill was set up in the books?—A. Yes. 

Q. Amounting to what?—A. $269,548.27. 

Q. There was an increase over the net value of the assets that was handed 
over to the new company. The total amount was goodwill, $269,000—what was 
that exactly?—A. $269,548.27. 

Q. Plus an appreciation in the value of — —A. $257,929.65. 

Q. An appreciation in the value of land and buildings and investment of 
$257,929.65, or a total increase in the value of these two items of— —A. 
$527 477.92. 

Q. When the assets were taken over, they were paid for by the issue of bonds 
to the extent of $800,000?—A. Yes. 

Q. Those bonds were issued to the syndicate that turned over the assets to 
the new company?—A, Yes. 

Q. You say preferred shares and common shares were issued to those who 
had received the bonds?—A. Yes. 

Q. That is, the syndicate?—A. Yes. 

Q. Then I presume they were sold by the syndicate some of them distributed 
among the shareholders of the former company and some sold to the public?— 
A. Yes. 

Mr. Factor: As I gather it, the net value of the bonds was $442 522, plus 
an item of $527,000, making a total of about $969,000? 

Mr. Sommervitte: Yes. That is made up of $800,000 of second mortgage 
bonds plus 18,000 preferred shares and 16,000 common shares. 

Mr. Kennepy (Peace River): A mortgage of $400,000. 

Mr. SomMERVILLE: The whole property was subject to an existing mortgage 
of $400,000. 


By Mr, Sommerville: 
Q. Will you please proceed with your statement, Mr. Shepherd?—A. Yes. 
In Exhibit “A” we submit a consolidated balance sheet of the company at 
December 31, 1933, based on the audited balance sheet submitted to the share- 
holders. 
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Q. Just a minute. Let us see this. On this consolidated balance sheet at 
December 31, 1933, there is shown to be outstanding by way of obligations the | 
first mortgage of $400,000?—A. Yes. | 

Q. That is funded debt; a second mortgage of $800,000 which has been | 
reduced in the past five years by $143,000?—A. Yes. 

Q. Leaving the net amount of that second mortgage $657,000?—A. Yes. 

(J. Then there is shown to be outstanding capital stock preferred $5 shares, | 
16,000 shares, total $80,000; and common, without nominal or par value, 18,000 | 
shares, having a book value or at least having a resolution value of $5 or $90,000? — 
—A,. Yes. 

Q. A total of $170,000 of common and preferred shares?—A. Yes. 

Q. And there is shown to be a surplus of $313,743.33?—A. Yes. 

Q. That is the accumulation, surplus for those years?—A. Yes. | 

_ Q. Perhaps we had better proceed with the statement. Will you proceed — 
with the net income?—A. Yes. 

Net Income: A condensed statement of the operations for the period from | 
the parent company’s inception, March 27, 1929, to December 31, 1933, is sub- 
mitted in Exhibit “B”. It should be noted, however, that the figures for 1929 — 
include the operations for the entire year. of 

In reviewing the operations, consideration was given to such controllable — 
items of cost as salaries, repairs and depreciation and adjustment of inventories _ 
which might have an important bearing on the net income of the company, as 
reported. 

No items of sufficient relative importance were found to warrant adjustment 
of the earnings, but we are of opinion that the aggregate provision for repairs 
and depreciation is liberal, representing as it does an amount of $574,269.23 for 
the period under review, or 54 per cent of the average book value of the depreci- 
able assets. 

Q. That is to say, from March, 1929 until the end of 1933?—A. Yes. 

Q. The amount of repairs and depreciation charged against profits in that 
period is $574,269.23?—A. Yes. | 

@. And that represents 54 per cent of the average book value of the depreci- 
able assets?—A. Yes. 

Q. In five years?—A. Yes. 

(..Less than five years. Your full assets are not recorded yet?—A. The 
earnings are taken in for the full five years. 

Q. That is for the five-year period?—A. Yes. 

Q. On that basis your entire assets would be wiped out. The book value 
of the entire assets would be wiped out in less than another five years?—A. 
Well, that is not quite a fair assumption, because part of this is repairs. 


Q. But on the same basis, if repairs and depreciation continued?—A. Of 


the $574,000, $281,000 represented depreciation. 

Q. You say $281,000 represents depreciation? —A. Yes. 

Q. All right. Just continue?—A. Yes. The following comment is sub- 
mitted on certain items included in the operating statement: — 

Sales.—In the following tabulation we submit details of the company’s sales 


for the period under review, together with the percentage which the net income 


bears to the sales. 


Well, you can give us the total?—A. The total average sales for the 4 


period, $5,495,187.31; net income, $80,819.28: percentage, 1-47. 

Q. That is the average net income each year, after making allowances for 
depreciation, repairs and other charges?—A. Yes. 

Q. Your average net income has been $80,819.28?—A. Yes. 

Q. For the five year period?—A. Yes. 

Q. Last year, in the year 1933, the net income was $166,438?7—A. Yes. 

@. After making provision for depreciation, repairs, etc. of 3-17 per cent, in 
percentage?—-A. Yes. : 
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_  Q. By the way, just looking at that balance sheet, I observe the inventory 
in the case of this company is $302,588.04?—A. That is so, yes. 

Q@. And average sales of $5, 495 000. That would indicate that their in- 
ventory is turned over about seventeen times a year?—A. Yes, approximately. 

Q. A rapidly turning inventory?—A. Yes. 

Q. Will you continue?—A. Yes. 

Inventories: the inventories appear to be conservatively valued at estimated 
cost or market, whichever was lower at commencing and closing dates. 

Q. That is in their inventories, they take either the market or the cost, 
whichever is lower?—A. Whichever is lower. 

Q. And that has been the practice for some years?—A. Yes. The basis 
of valuation appears to be the same throughout the period covered by our 
examination. The figures, therefore, do not call for special comment or adjust- 
ment. 

Depreciation: The following rates have been used by the company in com- 
puting depreciation on fixed assets:— 


Buildings, 24 per cent per annum. 

Machinery, 10 per cent per annum. 

Stable Equipment, 10 per cent per annum. 

Office Furniture, 10 per cent per annum. 

Trucks, 25 per cent per annum, for the first year, and 20 per cent per 
annum thereafter. 


Q. By the way, your depreciation has been figured on the increased value 
that was given to the plant and buildings at the time it was taken over?—A. 
Yes, on the appraised value. 

Q. That was between 35 and 40 per cent above the former value in the 
former company?—A. Yes, approximately. 

Q. Will you proceed?—A. Yes 

Repairs and Renewals: While the annual charges for repairs and renewals 
appear to be high, we are informed that these expenditures are necessitated by 
the nature of the business. Our examination of the accounts relating to repairs 
indicated that of a total expenditure of $276,834.58 over the period of five years 
approximately $32,000 is in respect of charges which might be regarded as being 
in the nature of renewals or betterments. 

Executive Salaries: The current annual salaries of the executive officers, 
for three, are as follows— 

Q. Just a minute; will you just give us the total of the executives’ salaries? 
—A. $36,500. 


By the Chairman: 
Q. For the group?—A. For the three. 


By Mr. Sommerville: 
Q. We will see that it is entered in that way, $36,500 for the three executive 
officers?—A. Yes. 


By Mr. Kennedy (Peace River): 

Q. How many are there?—A. Three. 

The Witness: These annual rates have been in force since 1930. No 
bonuses are paid to these officers. 

Invested Capital: In Exhibit “C” we submit a statement showing the 
relation which the net income before providing for interests on the second 
mortgage bonds bears to the average invested capital during the period under 
review, based on the annual balance sheets and profit and loss accounts as 
certified to by the company’s auditors. 
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In preparing this tabulation the book value of the preferred and com- 
mon shares, namely $170,000, has been excluded as we are informed that 
these shares were not issued for any tangible consideration. The invested 
capital, therefore, is represented by the value of the second mortgage bonds 
outstanding, plus the earned surplus, less the balance of goodwill after deducting 
therefrom the stated value of the preferred and common shares. We have 
adopted this statement of arriving at the invested capital because the second 
mortgage bonds appear to represent the owner’s equity in the business, the 
preferred and common shares having been issued without tangible consideration. 


By Mr. Factor: 


(). Have you got the amount tabulated there of the net invested capital?— 
A. Yes, we are just coming to that. 


By Mr. Sommerville: 

Q. In arriving at this sum of the net invested capital, you have allowed 
for the goodwill that was entered at $269,000?—A. Yes. 

Q. Less the sum of $170,000?7—A. Yes. 

Q. Of stock, preferred and common, issued?—A. Yes. 

@. So that you allowed in this estimated income for an amount of ap- | 
proximately— —A. $90,000. 

Q. $90,000, as representing goodwill?—A. Yes. 

Q. And as representaing invested capital?—A. Yes. 


By Mr. Factor: 
Q. May I ask who got the stock as a bonus? Was it the former owner?— 
A. The subscribers to the second mortgage bonds. 
Q. That is, the subscribers to the second mortgage bonds got stock as 
bonus?—A. Yes. 


By Mr. Sommerville: 

Q. While we are on that, let us clear it up. Is it not a fact that a large 
block of mortgage bonds were given to the former owners, or some of the 
former owners of the company?—A. The name of one former owner is in the 
list. 

Mr. Youna: Did you say “given”? 

The Wirness: I don’t know that. 

Mr. SoMMERvVILLE: Well, in payment of his share in the old company. 

The Witness: Yes. 


By Mr. Kennedy (Peace River): 


@. On that basis were they distributed?—A. I can’t tell you. That was a 
transaction outside. ) 


By Mr. Sommerville: 


Q. Outside of the company. It was a transaction between the syndicate 
and the former owners of the former business. But at any rate, one of the 
owners of the former business appears as the owner of bonds to the extent of 
what?—A. $140,000. 

Q. And with that would go a block of preferred and common shares?— 
A. Presumably. 

Q. Will you continue?—A. On the above basis the percentage of net income 
to invested capital is as follows:— 

Q. Just go slowly on this, will you please?—A. Yes. 

Q. Taking it year by year?—A. Yes. 
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Year ended December 31, 1933, average invested capital, $878,497.06; net 
income before second mortgage interest, $207,988; percentage to invested capital, 
23.67 per cent. 

Q. That is, the earnings for that year represent 23.67 per cent?—A. On 
the invested capital. 

Q. Will you continue?—A. Year ended December 31, 1932, average invested 
capital, $840,386.52; net income before second mortgage interest, $53,833.78; 
percentage to invested capital, 6.45. 


By Mr. Factor: 


Q. Why do you include the interest on the second mortgage?—A. Because 
the second mortgage is really invested capital in this case. Year ended Decem- 
- ber 31, 1931, average invested capital, $831,021.18; net income before second 
mortgage interest, $101,206.56; percentage to invested capital, 12-17. Year 
ended December 31, 1930, average invested capital was $799,156.11; net. income 
before second mortgage interest, $121,023.54; percentage to invested capital, 
15-14. Year ended December. 31, 1929, average invested capital, $740,154.28, 
net income before second mortgage interest, $146,605.11; percentage to invested 
capital 19-80. Total average invested capital, $4,089,214.15; net income before 
second mortgage interest, $630,656.99; percentage to invested capital, 15-42. 


By Mr. Sommerville: 


Q. Over the five year period?—A. Yes. 

Q. Then your average on invested capital over the five year period, for 
each year, was what?—A. $817,842.83. The average net income was $126,131.40; 
and the average percentage was 15-42. 

Q. After providing for the depreciation to which you have already referred, 
and the repairs to which you have already referred, this income paid 20 per 
cent on the preferred shares for five years?—A. Yes. 

Q. And in each year, what was the amount of the income that was left for 
distribution to the common shareholders, or available for distribution to the 
common shareholders?—A. I have not got the exact figures, year by year, on 
that. 

Q. Well, the average, I mean, for the five years?—A. For the five years? 

Q. The average earnings on the common stock?—A. The dividend paid on 
preferred stock was $68,000, which left $353,743.33, during the five years. A 
fifth of that would be $70,000 a year. 

Q. $70,000 a year?—A. On the common stock. 

Q. On 90,000?—-A. On 90,000. 

Q. So that $70,000 a year on common stock of 90,000 would represent about 
70 per cent?—A. 78, approximately. 

Q. About 78 per cent of the common stock earnings?—A. Yes. 

Q. After payment of 20 per cent a year on the preferred?—A. Yes. 

Q. For five years?—A. Yes. 


Mr. Facror: That was available. It was not absolutely paid. 


Mr. SommeErvVILLE: Oh no, available. It could not be paid because of a 
term in the first mortgage bond that the first mortgage must be paid off before 
dividends were paid on the common shares. 


The Wirnsss: That is so. 


By Mr. Sommerville: 
Q. Those were the earnings?—A. Yes. 
Q. The net earnings of the company after payment of preferred dividends? 
A. Yes, 
Mr. Kennepy (Peace River): What was paid on the preferred? 
Mr. Sommervitte: 20 per cent, one dollar per year on the $5 shares. 
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By Mr. Factor: 


Q. Have the figures you gave me any relation to net income on invest- 
ment capital, or do they take into account the payments of dividends on the 
preferred shares?—A. No; that is earnings before dividends. 

Q. Before dividends?—A. Yes. 


By Mr. Sommerville: 


Q. The statement will show how it is distributed each year. Schedule C. 
Now, will you just proceed with the second branch of your inquiry?—A. To 
determine the spread between the price paid the producer of livestock and 
the price received by the packer from the sale of the various products. In the 
case of Wilsil, Limited, practically all the transactions of the company are 
represented by the purchase of livestock and its conversion to packing products, 
so that the spread is represented by the difference between the price paid to the . 
producer and the selling price. This spread, however, covers all the products 
handled by the company, and the records of the company are not designed to 
show the spread on individual commodities. In common with other packing 
establishments, Wilsil Limited does not maintain a cost system which would 
enable the actual cost of individual products to be determined. To secure 
approximate costs for their own information the officials have “test runs,” made 
from time to time, and by the adoption of an average percentage of yield and 
an average selling price, they arrive at the estimated gain or loss on the sale 
of an averaged dressed carcass. 

In schedules “1” and “2” we submit particulars of the approximate average 
yield and average selling price of hogs for the weeks ended March 10th, and 
March 17, 1934, based on the result of company “test runs” which purport to 
show the gross gain per hundred pounds to be $1.37 and $1.24 respectively. 

Q. Just before you come to that, explain to the committee a little more 
clearly this question, the difficulty of getting the exact cost system in the pack- 
ing industry, because it will arise in connection with other companies. What is 
the problem?—A. The problem is to determine just what is the selling value 
of the individual articles. 

Q. Yes?—A. A hog, for instance, may be bought and processed and cut 
into a large number of different cuts, each of which have a different selling 
value. 

~Q. Yes?—A. And it is impossible to determine what the individual hog, 
which was purchased for a specific price, realized when it was sold. 

Q. Is it equally impossible to tell what the actual cost of each operation 
was in putting it through the plant?—A. Yes, the packers estimate those figures. 

Q. The packers estimate those figures?—A. Yes. 

@. Take, for instance, hogs; they go into the killing room, and from the 
killing room they go into the cutting room to be cut up into various commodities 
or products?—A. Yes. 

Q. They go into the curing room to be cured for various purposes, and por- 
tions of them go to the offal department, to the fertilizer department, and other 
departments, rendering departments and so on, and because of that it is im- 
possible to get the exact cost of each operation?—A. You cannot trace the indi- 
vidual carcass once it gets past that stage. 

(). After the killing room they lose their identity?—A. Yes. 

Q. So that after they come in there on an established basis of erading, they 
lose their identity from the killing room on through the plant?—A. Yes. 

Q. That is the difficulty?—A. Yes. 

Mr. Senn: Would it not be possible to trace a day’s killing? 

The CuarrMAN: They make test runs, he says. 

The Witness: It might be possible, but they do not do it. 


The Cuatrman: It is not practicable, 


‘ 
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The Witness: No. 
The Cuarrman: At least, considered not. 
The Witness: No. 


By Mr. Sommerville: 

Q. Now, you say in schedules 1 and 2—I do not know that we need to go 
through the details of these, but schedules 1 and 2 are statements that are given 
to you by Wilsil, Limited?—A. Yes. 

Q. As their method of arriving at an approximate— —A. Average. 

Q. —Average gain from the hogs that are put through—A. On an average 
selling price? 

Q. This is a statement showing the approximate average yield and the 
average selling price of hogs for the week ended March 10, 1934, and the cost 
of the average dressed hog, 1385 pounds, at 14-07 per hundred pounds dressed, 
and it was $18.99, and then they break up the various operations of that hog 
into its various operations and departments and products and show the gross 
gain per carcass to be $1.87 on a hog of 135 pounds?—A. It should be noted 
there that that is before the cost of killing, cutting and handling— 

Q. And the gross gain per 100 pounds is $1.38?—A. Yes. 

Q. From which must be taken the cost of handling, killing, and cutting?— 
A. Yes. 

Q. That is the basis that is given to you?—A. Yes. 

Q. That is an indication of the spread subject to these other charges?—A. 
Well, it is an indication of the spread, yes, an estimate that they have of their 
own costs. 

Q. I see a similar statement on schedule 2 for the week ending March 17, 
1934, and there they take the cost of the average dressed hog for the week. 


Mr. Factor: Give us the name. 


By Mr. Sommerville: 

Q. To the packer. As I understand it, the packer can tell very closely 
the dressed costs on the rail after the handling?—A. Yes, that is the basis, yes. 

Q. That is the basis of all packing house operations?—A. Yes. 

Q. Not the cost of the live animals?—A. No. 

Q. But it is the dressed cost; that is his basis, and that is the foundation 
of all his operations?—A. Yes. 

Q. So that he has an average dressed hog of $18.61 for the week of March 
17, and he shows gross gain on a carcass of 1385 pounds to be $1.68 or a gross 
gain per 100 pounds of $1.24?—A. Yes. 


By Mr, Senn: 


Q. There are two ways of disposing of those carcasses, one through the 
fresh meat trade, and the other through the bacon trade? Which one of those 
two are the profits estimated on, the bacon trade or the fresh meat trade?— 
A. On the fresh. 

Q. Fresh meat?—A. Yes, that is the one. There is a small amount of 
bacon in this estimate, but it is mostly fresh. 

Q. They are both taken into consideration?—A. Yes. 

Mr. SOMMERVILLE: Now, will you proceed? 

The Witness: These estimates, however, do not include the cost of killing, 
cutting or handling, and as they cannot be reconciled in any way with the actual 
operating results of the company, we feel that they are of little, if any value, 
in determining the spread. Due to the impossibility of reconciling the result 
of the “test runs” made by the company with the books of accounts, we are 
unable to determine the spread between the price paid to the individual pro- 
ducer of livestock and the price received by the packer from the sale of the 
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resulting manufactured products; and we are therefore forced to substitute for 
this inquiry consideration as to whether the packer receives a reasonable or 
an excessive return (a) on the capital invested, and (b) on the sales made to 
the public. The information necessary to arrive at a conclusion on these points 
is submitted in the section of this memorandum dealing with invested capital 
and sales, the average return shown being 15-42 per cent on invested capital, 
and 1:47 per cent on sales. 

As the operations of Wilsil, Limited, during the period were confined largely 
to hogs, we did not obtain particulars of a test run for beef. 


By Mr. Sommerville: 


@. On the basis on which you have taken the average return on invested 
capital, you have taken the average net return?—A. After allowing for all 
expenses. 

Q. After allowing for all expenses?—A. Yes. 

Q. May not some of the departments, for instance, for the purpose of 
argument the bacon department, show a substantial profit, while the beef 
department may show a loss, and the net result is reflected only in the net 
income?—A. That is so. 

@. And therefore this basis does not give you an accurate statement of 
the spread between the costs paid and the costs received?—A. Except on all 
the products handled. 

Mr. Facror: You cannot separate them. 


The Witness: You cannot separate them. 


By Mr, Sommerville: 


Q. In other words, if any company desired to do so, and were making a 
large profit on the bacon end of their business, they might easily take a sub- 
stantial loss of beef, for the purpose of extending that end of the business?— 
A. Yes, they might. 

(). There is no way of checking that in their net return?—A. In this par- 
ticular company, no; in the larger companies, it might be done. 

Mr, Factor: On the sales it shows 1-47 per cent? 

The WITNESS: Yes. 

Mr. SOMMERVILLE: Will you proceed? 

The Wirnsss: (C). To determine the dressed cost of hogs, beef and small 
stock purchased through (1) direct shipments, (2) stockyards or markets and 
(3) truckers, and the percentage which each of these classes bears to the total 
purchases. 

The above intimation has been secured in connection with hogs for the 
month of September, 1933, and February and March, 1934, and is submitted 
in the following summary. 

Mr. SOMMERVILLE: Just before you submit that, I think I should distribute 
to the committee a composite picture of those various figures in. the various 
pants examined, so that the committee might have this information before 
them. 

The CHaAirMAN: You had better put these in now. 


By Mr. Sommerville: 


@. You are now submitting a comparative summary of average dressed 
costs of hogs, classified as to source of supplier, for the months of September 
and December, 1933, and March, 1934?—A. Yes, 

@. From Canada Packers, Limited, Swift Canadian Company, Limited, 
Wilsil’s Limited, and Gainers, Limited?—A. Yes. 
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By Mr. Factor: 
Q. Why did you take those months?—A. We just chose them at random 
for comparative purposes. We obviously had to take some months in which— 
Q. No particular significance is attached to them?—A. No. 


By Mr. Sommerville: 
~ Q. This statement shows the dressed cost of the hog on the rail in each 
of those plants for the entire month that is represented there, or four weeks of 
a month?—A. Yes. 

Q. And it shows the difference between the cost of hogs that came in by 
direct shipments by rail to the plant. In the first line they came in through 
the stockyard each month, and the second and third they came from the truckers? 
—A. Yes. 

Q. These are the differences, are they not?—A. Yes. 

Q. Now, in the case of Wilsil’s—we will deal with each of the firms in 
turn as we come to their statement—will you just continue with your narrative? 
—A. The above information has been secured in connection with hogs for the 
month of September, 1933, and February and March, 1934, and is submitted 
in the following summary. Average cost per hundred pounds, September, 1933, 
$10.28, stockyard $10.24, truckers $10.03. 

Mr. Factor: May I ask you if you know what the cost would be for 
dressing the hogs? 

The Witness: We have not got that for Wilsil’s. 

Mr. Kennepy (Peace River): It would be the same in each case. 

The Wirness: Not necessarily. 

Mr. SOMMERVILLE: Very close. 

Mr. Senn: You just count the labour involved, or do you include the 
shrink as well. 

Mr. Factor: Labour and shrink, the difference between the live hog and 
the hog on the rail? 

The Witness: You mean, just the shrink? 

Mr. SomMervILLE: The whole thing, the whole cost. 

The Wirness: Right through to the point where it is distributed to the 
public, sold to the public? 


By Mr. Sommerville: 

Q. No. What are the elements that enter into the costs between the live 
hog and the dressed hog?—A. On the rail? 
Ae 2 On the rail. There is, first of all, shrink?—A. 25 to 30 per cent on the 
shrink. 

@. I think the proportion given by Canada Packers was something like 
that—77 per cent—A. That would be 23 per cent. 

Mr. Senn: The shrink would vary between the off car price and the fed 
and watered price? . 

Mr. SOMMERVILLE: The average. 

The Witness: The percentage of yield for Wilsil’s, is 73.01 truckers, 72.28 
for market and 79.39 for shipments. 
Mr. SOMMERVILLE: Direct shipments? 
The Witness: Yes. 
Mr. SomMeERVILLE: The average would be 75? 
The Witness: Yes. 


wie SENN: Is that based on the off car price, or on the fed and watered 
price? 
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Mr. SoMMeErRVILLE: It would not make any difference, because they take 
whatever the cost is. They take the cost and the shrink and the cost of handling 
in each case. 

Mr. Senn: The price off car is always higher than the fed and watered 
price. 

Mr. SOMMERVILLE: That would be reflected here on the dressed cost of the 
hogs off cars. There would be, first of all, the shrink on those cars and there 
would be the cost of operating those hogs, and then there would be, in the case 
of the hogs in the stockyard, the same consideration, the price paid, the shrink 

and the cost of operating and the cost of truckers. 


Mr. Senn: That is right so far as shrink itself goes. 
Mr. SOMMERVILLE: The shrink is taken out in each case. 
The Wirness: That is why the percentage differs. 


By Mr. Sommerville: 


Q. The witness has indicated that in the figures referred to. The shrink 
is different in each case. At any rate, this is the difference in the dressed cost 
on the rail from these three sources?—A. We got down to, I think, March. 

Q. February’—A. Yes. Direct shipments $13.64; stockyards $13.68, 

truckers $13.22. March, $13.57; stockyards $13.70; truckers $12.72. 

Q. Now, at this point, in March 1934, a new system was adopted of paying 
for hogs on the Montreal market by Wilsil’s. Up to that time they had been 
sold on the Montreal market flat. Now, a differential operates. Is that not the 
fact?—A. May I read the report on that? There are some little differences. 
While the above differentials are generally applied on hog purchases, our exam- 
ination of purchase invoices showed minor variations, particularly as affecting 
extra heavy hogs and sows. Prior to March 12, 1934, no discount was applied 
on the bacon price of local purchases in the case of butcher grades, but we are 
informed that the company now applies these differentials on all purchases. From 
the records maintained by the company it is not possible to determine whether 
the company gains an additional profit through the operation of the differential 
before mentioned. After the hogs are dressed and cut, they lose their identity 
at the plant, and the property is sold at the most advantageous market price. 

Q. The total purchased by truck was comparatively small?—A. Yes, 4:87 

' per cent, 2:10 per cent and 2-53 per cent. 

Q. Through the stockyards the purchases were much larger?—A. 50-28 
per cent, 22-60 per cent, and 16-55 per cent. 

Q. And the direct shipments?—A. 44-85 per cent, 75:30 per cent, and 80-92 
per cent. 

Q. That is to say from September 1933 to March 1934 the direct shipments 
have increased from 44-85 per cent to 80-92 per cent?—A. Yes. 

Q. Nearly double?—A. Yes. 

Q. Did you find, Mr. Shepherd, in your examination whether or not that 
increase was due to the fact that there was a controversy going on between the 
commission men at Montreal who insisted on selling flat, as against the buyers 
who were endeavouring to introduce the differential in Montreal in that month? 
—A. No, I do not know that. 

@. You could not tell that?—A. No. 

Q. I see that very large increase is occurring in the month in which the 
controversy took place. We had evidence of it here already? 


By Mr. Senn: 


Q. You could not tell, I suppose, whether a good deal of that source of 
supply was from the west—from the St. Boniface stockyards at Winnipeg?— 
A. No. 
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Q. Whether they would be purchased on the stockyards there and delivered 
as direct shipment?—A. On these western shipments, of course, we cannot tell 
from which section of the west each comes. 

Q. In that case they would probably be purchased on the stock one of 
the west, and would be considered as direct shipments to Montreal?—-A. They 
might be Alberta. Pool hogs. 


By Mr. Sommerville: 

Q. They operate in Alberta pool hogs, not buying on the stockyards at all. 
Yes, Mr. Shepherd?—-A. The prices paid for hogs are stated to be based on the 
market price for the bacon grade with the following differentials on or off the 
bacon grade. 

Q. Then there were the fixed differentials you have referred to?—A. Yes. 

Q. And these differentials were that you take off 50 cents per head for lights 
and heavies, $1.50 for extra heavies, $1.50 to $2 for No. 1 sows, and from $2 to 
$2.50 for No. 2 sows?—-A. Yes. From the records maintained by the company, 
it is not possible to determine whether the company gains an additional profit 
through the operation of the differentials before mentioned. After the hogs 
are dressed and cut, they lose their indentity in the plant, and the product is 
sold at the most advantageous market price. 

Q. Yes. That is, these differentials are differentials which are fixed for 
purposes of settlement?—A. Exactly. 

@. And as soon as they pass through the killing room—? Their identity 
is lost. They are not kept separate?—A. No. 

Q. It is impossible, therefore, to tell what is the effect of the differentials in 
dollars and cents?—A. Exactly. 

Q. The differential would have the effect of reducing the whole price paid 
for the entire load, depending on the quality?—A. It depends on the grades. On 
all purchases of carload lots the company pays a commission to the agent of 
$10 per car on hogs and $17 per car on cattle coming direct to the plant by rail. 
Purchases of carload lots on the local market carry a commission based on 
the following rates: — 


Carload — Mixed Mixed 
$ §6ets 27 RerS $ §6cts 
CC Wo NE Oe cote et. cA eee ARETE. oma ares, mad. ee LOO lt. Araesmaelll. odds aces 
vee EAE: FRACS: . PRATER MOND WARTS fo Sec e ora chavsanunlelocs Peale Dae Ones 12 00 
EROS ere penus Sea A the tdi Sig Gr Placa els oso hiv lve ot Oy oe ee ae 10 00 12 00 10 00 
Sse Rn¢L, lawn Bedetis, eats. Cie ee Pree ed Be bdo oc, Ue 10 00 


The average dressed cost of cattle, veal and lamb for the weeks ended 
March 10 and 17, 1934, are given below. We were, however, unable to secure 
the information necessary to enable us to distribute the purchases under the 
required headings. 


Week ended 
Mar. 10,1934|Mar. 17,1934 
Average Average 


cost per cost per 
100 pounds | 100 pounds 


$= ects. $ ©3=s ets. 
Ler | See ae ee OE SO Ras Ce MR RD en Le Saree ee hm Te UAE ep 9 20 9 64 
Vee nie nck, ot co ee ee Ok tree at oe be ee ce kt eee ee eee EE So 11 41 


Thamibt QTE. UR: SE ROOTS... POR TIT od. OFT. ROT IBGE. 13 34 11 99 
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Q. Before leaving that branch of your subject, you refer to the fact that 
this company pays a commission to the agents who ship direct; have this com- 
pany agents in the field who buy for them, as ordinarily the farmer pays the 
commission?—A. I do not know that. 

Q. It might be a commission or allowance to a drover; I just wanted to 
know what information you had on that?—A. We will try and get that. 

Q. Yes. Thank you. What next?—A.—(d) To determine the hourly rates 
of wages paid by the company, and to prepare a tabulation giving the number 
of employees paid at each of the different hourly rates. 

In the following table we submit information showing the number and 
percentage of the company’s employees engaged at the various hourly and weekly 
rates as at March 24, 1934. At an hourly rate of 20 cents there were 38 
employees, or 10:27 per cent of the total. 

Q. Now just a minute; I have here a consolidated statement showing the 
wages in a number of these different plants. One might refer to each company 
as one comes to it. (Printed as Appendix No. 1 to this day’s evidence.) 


By Mr. Factor: 


Q. In calculating the hourly rate, that does not show the actual earnings 
made by the employees?—A. Well, we give in the report the weekly hour basis 
of 48 hours usually. 


By Mr. Sommerville: 
Q. In Wilsil’s it is a 55 hour week?—A. Oh yes, we will come to that. 


By Mr. Factor: 
Q. Does the statement you have prepared show the actual weekly earnings? 
—A. No, it shows the rates and the percentage of the employees at that rate to 
the total employees, 


By Mr. Kennedy (Peace River): 
Q. It does not show the hours per week and the actual earnings of the 
employees?—A. No. 
Q. It just estimates that work on an average week?—A. Yes. 


By Mr. Sommerville: 


Q. Assuming they worked a full week their earnings would work out on the 
basis you indicate here?—A. Yes. 


By Mr. Heaps: 


Q. Might I ask if the averages here include both male and female?—A. Yes. 
Q. You have lumped them together?—A. Yes. 


By Mr. Sommerville: 
. The last column in the consolidated statement just furnished, indicates 
’s Limited wage scale for 370 employees?—A. Yes. 
. Of whom 257 are on an hourly basis and 113 on a weekly basis?—A. Yes. 
. And then you indicate that there are 38 employees who are paid 20 
cents an hour—if you look at your report you will find it?—A. Yes, 38 cents. 


ce) 


Wilsi 


OO= 


Q. And that represents 10:27 per cent of the total?—A. Yes. 
Q. And this is indicated on an hourly basis?—A. Yes. 
Q. Just run through that schedule?—A. From the report? 
Q. Yes? 
Hourly Number of Percentage of 
Rate Employees Total 
$0 +20 38 10-27 


“22 6 1-62 
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By Mr. Heaps: 
Q. These will be female employees I presume?—A. I can’t say as to that, 
I think they are at these lower rates. 
Continuing the statement: 


Hourly Number of Percentage of 

Rate Employees Total 
$0°25 eal 5:68 
-28 14 3°78 
-30 69 18-65 
33 19 5:14 
-35 36 9-73 
-362 6 1-62 
-38 10 2-70 
-40 12 3°24 
-424 1 “27 
“45 8 2215 
50 16 4-33 
“5D 1 129 

Weekly Number of Percentage of 
Rate Employees Total 
$10.00 1 “27 
15.00 2, -54 
16.00 . -81 
18.00 ms 6:76 
20.00 26 7:03 
21.00 4 1-08 
22.00 29 7°84 
22.50 3 *81 
25.00 11 2:97 
27.50 1 yr 
28.00 1 -27 
30.00 2 1+35 
35.00 2 “54 


By Mr. Heaps: 
(. Have you got the salaries of the officials too?—A. We have given those. 
Mr. SOMMERVILLE: Yes, they are in. Now, the average for the hourly rate 
is apparently 31-5 cents per hour over the entire 257 employees who are paid 
on an hourly basis; and the average for the weekly rate is $15.41 for the entire 
113 employees. 


By Mr. Senn: 


Q. May I ask: are these weekly rates the actual earnings or, at the rate?— 
A. At the rate. 


The Witnsss: Mr. Sommerville, that last figure you gave is not the average. 


By Mr. Sommerville: 


Q. $15.417?—A. No. 
@. I beg your pardon, no; the average is—?—A. We did not develop that. 


By Mr. Heaps: 
Q. Have you got the—? 
Mr. SoMMERVILLE: I am sorry, Mr. Senn was asking a question. 
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By Mr. Senn: 


Q. I just asked if these weekly wages were the actual earnings, or is it an 
estimate at the hourly rate—A. It is an estimate at the hourly rate. 


~ 


By Mr. Sommerville: 


Q. Now, Mr. Shepherd, you are referring to two different things; the weekly 
rate is not an estimate?—A. No. And these are not estimates, the hourly rates 
are the rates at which they are being paid. The big schedule with some 3,000 
employees, for all these companies, is on the basis of the actual amounts they 
are paid; to show them in detail would not be comprehensible, there would be 
too much to it. 


By Mr. Heaps: 
Q. Have you the total amount of wages paid per annum?—A. It can be got 
from the operating statements. 


By Mr. Sommerville: 
Q. It may be that you have that in some total form, have you, Mr. 
Hudson?—A. We can give it to you for the week—in the total payroll. 
Mr. Hears: Of course, that would not give us what we wanted to know. 
The Cuarrman: No. 


By Mr. Sommerville: 
Q. Let us see what that is for the week—what week have you?—A. The 
week ended the 24th March, 1934. 
Q. That is the week now under i eatitain Yes. 
Q. What is the amount?—A. A total of $6,406.06. 


By Mr. Heaps: 
Q. To make sure that we get that statement: does that include the categories 
you have just enumerated to us this morning?—A. Yes, that $6,000 figure. 
The CHAIRMAN: Just a little less than $18 a week? 
Mr. Epwarps: Yes, a little less than that. 


By Mr. Sommerville: 
Q. What is the total?—-A. For direct labor in the plant $386,807.28—that 
would not include office salaries, management or anything of that kind. 


By Mr. Heaps: 
Q. For how many employees?—A. On the 24th March it was 370. 
Q. What was the average for the year; would that be a fair average for 
the year?—A. I really could not say, we did not take that. 


By Mr. Senn: 
Q. That does not include buyers and salesmen?—A. Just the plant. 


By Mr. Heaps: 

Q. Might I ask if in addition to the wages and salaries received any other 
consideration is given to the employees?—A. No, we are just coming to that 
I think. 

The CuHaiRMAN: That amounts to $20 a week over the year, average. 

The Wirness: None of the Company’s employees are on piecework or under 
any bonus system, and we are informed that no employee is required to “stand- 
by” in his own time. Our examination of the payrolls over a period did not 
disclose any evidence to the contrary. : 
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The basis of employment is a 55 hour week and an examination of the pay- 
rolls at August 12, 1933 and November 11, 1933, discloses that the rates in force 
at these dates were substantially the same as those given in the foregoing 
tabulation as at March 24, 1934. 


By Mr. Sommerville: 


Q. Were there any other questions members of the committee desire to ask 
before we go further. 


Mr. Kennepy (Peace River): Have you got the salaries of the executives, 
that $36,500? 


The Cuarrman: I do not think it is necessary, if the committee are agreed 
as to it, I think it will be probably desirable not to give particulars of those 
salaries. , 

Mr. Kennepy (Peace River): If we did, we would just be treating one 
company the same as we treated another. 

The CuHatrMAN: The reason that information was disclosed in connection 
with the tobacco companies was that it was filed by them, together with the 
large bonuses that were paid, and these bonuses were of such a very high 
character that I ruled here that the matter should be disclosed. But in connec- 
tion with the salaries of ordinary executives I do not see where there is anything 
to be gained. We show in this statement the amount paid for executive salaries. 

Mr. Kennepy (Peace River): I wanted to ask a question about the salaries 
of the Board and the salaries of the plants. 


The CuHairMAN: I would ask Mr. Kennedy if he would be good enough 
not to press for detailed information. 


Mr. Kennepy (Peace River): I am not asking for the salaries of individuals 
in this case, but rather the total salary list. 


The CuamrMaAn: That is given. 

Mr. SomMeERVILLE: The total salary list. 

The Wirness: These are just of the executives. 

Mr. SoMMERVILLE: The total salary list and the number on a salary. 
The CuartrMAN: There is no objection to that at all. 


The Wirness: We can give you the total, but not the number; for 1933 
it is $127,649.12. 


By Mr. Factor: 
Q. Does that include the $36,000?—A. Yes. 


By Mr. Heaps: 


Q. How many would be receiving that?—A. I could not tell you that, I 
have not the number. 


By Mr. Kennedy (Peace River): 


Q. Is that in addition to the $386,000 wages?—A. That was wages, from 
the list. 
Q. This is in addition?—A. Yes. 


By Mr. Sommerville: 


Q. That would probably cover the class that was referred to as buyers?— 
A. Yes, it does. 


By the Chairman: 
Q. Office staff?—A. Yes, sir. 
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By Mr. Factor: 
A‘ we And he did give us there the chief executives, their total salaries?— 
. Yes. 


By Mr. Kennnedy (Peace River): 
Q. And no bonuses?—A. No. 
Q. Might I ask you this, though: were there any wage reductions during 
the last three or four years, since 1931?—-A. Let us see now. 
Q. In either the weekly rates or the hourly rates?—A. As far back as 
August, 19383, they were the same rates. 
Q. August, 1933?—A. Yes. 


By Mr. Sommerville: 

. They were the same rates?—A. Yes. 

Q. Have you any information of reduction, in the year 1931 or 1932, 
in the rates?—A. No, I have not. 

Q. You have not any evidence of that?—A. We may be able to find that. 

Q. Will you just make a note of that, to look it up in the recess, that we 
may have it?—A. Yes. 

Mr. Kennepy (Peace River): Could they give us information as to salaries 
increased or decreased, wages reduced or increased? I would like the same in- 
formation as about salaries. They would be treated the same. 

The Wirness: Well, we have the executives’ salaries. They are unchanged. 


By Mr. Kennnedy (Peace River): 
Q. Since 1929?—A. I think that is what it says: “These annual rates have 
been in force since 1930.” 
Mr. Kennepy (Peace River): They are better off than members of parlia- 
ment. 


By Mr. Factor: 
Q. What salaries are those?—A. That is executives’ salaries. 
Q. They have not changed since 1929?—-A. 1930. 
Q. But you have no information as to wages? 
The CHAIRMAN: Let us get on to the next one. 


By Mr. Sommerville: 
Q. Will you let us have another independent plant, Gainers Limited?—A. 
Do you want me to give the objectives of the investigation? 
Q. No, I think not?—A. They are the same. 
Q. Gainers Limited is a plant that is operating at Edmonton, in the prov- 
ince of Alberta?—A. Yes. 
Q. Will you just proceed with your statement in regard to that? 


MEMORANDUM RE GAINERS LIMITED 


In the following paragraphs we submit certain information prepared from 
the certified accounts of the Company’s auditors, from the books and records of 
without independent confirmation of the accounts. 

The scope of our investigation, which is outlined in general terms in the 
Resolution of Parliament, may be divided into the following specific en- 
quiries :— 

(a) To ascertain the Net Income earned on the capital invested in the Com- 

pany after eliminating extraneous charges or credits to operations, if any. 
86332—147 
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(b) To determine the spread between the price paid to the producer of live- 
stock and the price received by the Packer from the sale of the 
various products manufactured from livestock. 

(c) To determine the dressed cost of hogs, beef and small stock purchased 
through (1) direct shipments (2) stockyards or markets, and (3) truck-. 
ers, and the percentage which each of these classes bears to the total 
purchases. 

(d) To determine the hourly rates of wages paid by the Company and pre- 
pare a tabulation giving the number of employees paid at each of the 
different hourly rates. 


In support of the information included in the memorandum we submit the 
following statements :— 


Exhibit “ A ’”’—Balance Sheet as at September 30, 1933. 

Exhibit “ B ”—Condensed Statement of Operations for the five years ended 
September 30, 1933. 

Exhibit ‘“ C ”—Statement showing percentage of Net Income to Invested 
Capital for the five years ended September 30, 1933. 

(a) To ascertain the Net Income earned on the capital invested in the 
Company after eliminating extraneous charges or credits to operations, 
if any. 


Capital —Gainers Limited was incorporated on September 29, 1922 under 
the laws of the Province of Alberta, with an authorized capital of $75,000 
divided into 750 shares of $100 each. The authorized capital was subsequently 
increased as follows:— - 


On Sept: 26, 21912,” mereased to. ....:s eee, OP, Sen, Fee ee $150,000 00 
April 11, 1925 i Peo EE Bitacact PORT 5,2 CRE ERT od oot le LAR Mena Pa ok 250,000 00 
Aug. 17, 1928 “Fis emt deirt cote sent 1). of temtea Sk. oem de ree 350,000 00 


Dec. 2, 1930 aaa yA a' 3 eal neatel pig Mion ua nl yer th nigel ac oot 500,000 00 


At September 30, 1933, there were issued and outstanding 3,902 shares, a 
total capital of $390,200. 

Cash and stock dividends were distributed to shareholders during the period 
under review, as shown in the undernoted summary. 


Dividends distributed to shareholders 


Cash Stock 
Year ended —_ SS 
Percentage Percentage 
Amount of Amount of 
capital capital 
$ cts % $ 6 cts % 
September 30,-19205 3». o17. temes.cre honkestete.* 15,234 00 6 25,390 00 10 
SR ae OWN ee 2 Me okie Re eM 18,544 00 6 17,300 00 6 
" OGL ena Ce ee eo eae 19,980 00 6 28,500 00 9 
+ LOS 2 tye Jide thee ah dees « tow., Miin See ea 21,804 00 6> |). eg. eRe. 1 oe 
Np 1983.0. tie ict. Mae ALE Ae). : 23,020 00 6 14,100 00 4 


In Exhibit “ A” we submit a Balance Sheet of the Company at September 
30, 1933, based on the audited Balance Sheet submitted to the shareholders. 


Net Income.—A condensed statement of the operations for the five years 
ended September 30, 1933, is submitted in Exhibit “ B.” 

In reviewing the operations consideration was given to such controllable 
items of cost as salaries, repairs and depreciation and adjustment of inventories 
which gy have an important bearing on the Net Income of the Company, as 
reported. 
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No items of sufficient relative importance were found to warrant adjust- 
ment of the earnings. 

The following comment is submitted on certain items included in the 
operating statement: 


Sales:—In the following tabulation we submit details of the Company’s 
sales for the period under review, together with the percentages which the net 
income bears to the sales. 


Period Sales ee Percentage 

$ ets. $ cts. % 
Wearendieu september OU, 1920 ne occ iciabieidniat 2,448,375 06 40,401 41 1-65 
Wend Cite DC pUCUlUer OU oo. oe eden ee Stace kane sna ens 2,002,920 55 54,508 97 2-32 
ieanended meprember ou, V0al ye eae escent peseee 1,917,311 31 29,456 77 1-54 
ORION CLECURDEDUCIN DET GU, [L00c cc cc sac de ness ec begs ba eee pee 1,644,949 46 32,802 51 2-00 
MGATONMOt SD LOLA Der CU, iPIG0 eos ree x oa dn cc th oan etree saees 1,534,776 46 36,521 59 2-38 
A ETON FE We ovies coerce RCReOM OYA ROR RA ROME CSR are monroe ie ark arb 9,898,232 84 193,741 25 1-96 
AW Er ae cue periodun. te . Say ee OM 1,979,646 57 38,748 25 1-96 


Inventories:—We are informed that the basis of pricing the inventories 
during the period under review was the estimated cost of the raw constituents 
without the addition of labour and overhead costs, but, from the records at our 
disposal, we were unable to confirm this statement. 


Repairs and Renewals:—A general survey of the charges for repairs and 
renewals included in the operating accounts indicated that the amount was 
reasonable considering the age of the plant which, with the exception of recent 
additions, is of frame construction. 


Depreciation:—The value of land and buildings is combined in one account 
on the books of the Company and we are therefore unable to ascertain the actual 
rate of depreciation on buildings. During the period under review the Company 
has varied the rates and basis of depreciation on its various assets frequently, 
and therefore the rates used in any one period have little, if any, significance. 
In the following tabulation we show the average rate of depreciation charged by 
the Company, based on the average book values, during the period under review: 


Per cent 
Buildings (based on combined book value of land and buildings) largely of frame 
eS tRRCHIOUI, Ais che ete SRA Ea en ee Fe ER eee “4 
FV eaiits NOC ULOUEROI Gc Me oy pias HL 2 oon v9 Hine mm 8 ene sin 9 'Lial em Mckay 2 ® Wl oom a belnuete Lele) 9 a nang Bouere 8-2 
are eee ens ee ie) Ss i Siete why hs wien af aley walle wile Sranniealg ipa 's w/atbee erates heh 


Executive Salaries:—The salaries and bonuses paid to five Executive Offi- 
cers for the year ended September 30, 1933, was $23,100.00. 

There were no material changes in the salaries and bonuses paid during the 
five years under review. 


Invested Capital:—In Exhibit “C” we submit a statement showing the 
relation which the Net Income bears to the average invested capital for the 
five years ended September 30, 1933, based on the annual Balance Sheets and 
Profit and Loss Accounts as certified to by the Company’s auditors. The 
following table shows the percentage of Net Income to Invested Capital: 


86332—147% 
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Net Income 


Year ended Average Percentage 
Invested Amount to Invested 

Capital Capital 

$ cts. $ cts. % 
DODECIN BOF o0a LOL ies ce Pac SER oe Bn a ene ee DIZ eGO. OO 40,401 41 12-54 
ss LO SOM irk BAe RES DAS OPE aOR) 2 hobee SOe, Tae | ee 306,139 84 54,508 97 14-89 
“2 TOSI S.. 2 ee shins Ses ae Pe ec ee 398,310 7i 29,456 77 7-40 
“ i ORE Rnd Ae FR Ree OMEN) Se esa Ss SARUM Nalin ae oie ee et 418,323 36 O24, 802 08 7-85 
i 1 6) Re BR TI ae Sect te Ye a «a gt GS en I Sid Sopa 436,948 40 36,521 59 8-36 
PRLOGA. ym. Sa We baud ee thar he ee te ee LE Or, ae , 941,990 95 193,741 25 9-98 
Wyerage [Or perigas 4... shat ATS BRR Beles dnc ek uindiw ee. 388,398 19 38,748 25 9-98 
Share Dividends, te.0 7 4e He tae Lee eee epee 160,000 00 


228.398 00 


(6) To determine the spread between the price paid to the producer of live 
stock and the price received by the Packer from the sale of the various 
products manufactured from live stock. 


In the case of Gainers Limited, the transactions are represented by the 
purchase of live stock and its conversion into dressed meats and packed products, 
so that the spread is represented by the difference between the price paid to 
the producer and the selling price. This spread, however, covers all the products 
handled by the Company, and the records of the Company are not designed to 
show the spread in individual commodities. 

In common with other packing establishments, Gainers Limited does not 
maintain a system which would enable the cost of individual products to be 
determined, and no records are available from which the selling price of all the 
products of a live animal can be ascertained. 

For the above reasons we are unable to determine the spread between the 
price paid to the individual producer of live stock and the price received by the 
Packer from the sale of the resulting products, and we are, therefore, forced to 
substitute for this enquiry consideration as to whether the Packer receives a 
reasonable or an excessive return (a) on the capital invested, and (b) on the 
sales made to the public. The information necessary to arrive at a conclusion on 
these points is submitted in the section of this memorandum dealing with invested 
capital and sales, the average return shown being 9-98% on invested capital and 
1-96% on sales. 


(c) To determine the dressed cost of hogs, beef and small stock purchased 
through (1) direct shipments (2) stockyards or markets and (3) 
truckers, and the vercentage which each of these classes bears to the 
total purchases. 


In the following tabulation we submit particulars of the average cost per 
100 lbs. dressed weight of hogs based on the Company’s figures after applying 
thereto 4% representing the shrinkage between warm and shrunk weight: 
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Direct Stockyards 


Shipments or Truckers 
Markets 
—- Average Average Average 
Cost per Cost per Cost per 
100 lbs. 100 lbs. 100 lbs. 


Dressed Dressed Dressed 
Weight Weight Weight 


$ cts. $ cts. $ cts. 


CRORE renee ee No oh Fe Fa ee 7 49 7 96 7 58 
Lil G) Uhetetn wk Be apr os Sie eal le elie ian enn A Ce ar ane 6 64 7 61 6 8 
NGS eee 152 Pe etait Ronin Bie i i de 8 10 81 11 40 10 19 


Percentage of Total Killed 


% % 0 
PRE EE OR cies Nee Maret cer dick. i 65 \ aid ag) '3'4 vin data nd wesc Giana 6-3 2-4 91-3 
DO Ce KIRN Es ACLs cc ASEA SE. etal conirol tasty elie aisle cs 9-8 3-4 86-8 
RGAE 5 tee At oe ieee oR area oe gid iin NS Bt a a's glee 14-8 8-8 76-4 


The current prices paid for hogs are stated to be based on the market price 
for the bacon grade with the following differentials on or off bacon grade: 


Select—Premium of 50 cents per 100 lbs. above the bacon. 
Butcher—Discount of 50 cents per 100 lbs. below the bacon. 

Light and Shop—Discount of $1 per 100 lbs. below the bacon. (Optional.) 
Heavy—Discount of $1.25 per 100 lbs. below the bacon. 

Extra Heavy—Discount of $2 per 100 lbs. below the bacon. 
Rough—Discount of $3.50 per 100 lbs. below the bacon. 

Smooth Sows—Discount of $2.50 per 100 lbs. below the bacon. 

All other Sows—Discount of $3 per 100 lbs. below the bacon. 
Stags—Discount varies. 

Cripples—Discount of $2.50 per 100 lbs. below the bacon. 

From the records maintained by the Company it is not possible to determine 


whether the Company gains an additional profit through the operation of the 
differentials before mentioned. After the hogs are dressed and cut they lose 
their identity in the plant, and the product is sold at the most advantageous 
market price. 

The Company does not maintain any records from which we can ascertain 
the dressed cost of cattle and small stock, but we submit in the following summary 
the percentages which the purchases of cattle and small stock from stockyards 
and markets bear to the total purchases during the months of September 1933, 
December 1933 and March 1934. 


Percentage of Total 
ae Purchases 


Stockyards| Truckers 


% % 
Cattle and Calves:— 
DBepremMners L998. 7a osha x cee Dany 2 cE a I We eS ae 51-43 48-57 
POCORN DOR 19s Cee nite od Oli, ease aetna Muth Wa aeh nee ue 47-22 52-78 
Tay eee ae ee i cen del ea, SW itr tn wes OO De at 28-59 71-41 
Sheep and Lambs:— % % 
eons Ot Oa Ramey a Aer ty 3 Ae ae a one arto See Me Pees 15-96 84-04 
ST ie gyal ALE a Oh oo RMR 77d hes aN eae MUIR Mere” AE a ORO AS oe A ae 22-03 77-97 
EAE ON eet a Meee ee a, Manette ih tat a emt tc sce 20-51 79-49 


(d) To determine the hourly rates of wages paid by the Company, and to 
prepare a tabulation giving the number of employees paid at each of 
the different hourly rates. 
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In the following table we submit information showing the number and per- 
centage of the Company’s employees engaged at the various hourly and weekly 
rates as a March 31, 1934. 


Hourly Number of % of 
Rate Employees Total 
cts. 
EE 2 PAR 5, AR 3 AE rs BEIM Se SOE crue ces he UR eee renal < eae, rn ee | 62 
OL: SNe a oO ON A eats Gp SSA RR pel a) sean nel ment ine aes Ba 5 3-11 
DD MS eo SRR, a ands orcs EMR co Meiers VRE GET Sin ae ACCN a ana TAC co's En AR aR oa AI {! 0-62 
[4 2 Ln | |! i ORMaar: ” h) Aeianamne ScavAtaiaee meager al ince Dette HF cis Rpts! “7A 5 3-11 
5 RR. ho RRA 8 05.0 OE Ne ere RE a EE ee Hl ie i A ae ee is 3-11 
QE RS a Ee OT 5 6 a aca ans mune alennltasater ein Me puAt Sosuesta plage Gatti 8 4.97 
Ds, AEE TOES Oe TA Bio sities Auiule Meta wace ie uae bee SRI ee eRe 2 1-24 
Oe eS RCI ar ERE SACRA IER EERILY gaceree ROE ee Che ee aerial Meme aR hse eyo Be 3 1-86 
ZEW ge eae fe ee Oe AE WON eAlaee Rtn (ante anMUrcne We eae Mec trae, URN BO EY HE) at: 3 1-86 
1) G | SOREM | 8 RRR SS SEES ORE SmaI evra ey rare PPS aaa cts piennmy Bye ow feo Or | 14 8-70 
1 Rat» SEPARA <2) Sits pani (re dee, ege pap ce emnta PMD aL. cit uy eee ONES put. 33 20-61 
Oo i ot Saas | ts MeO cee, Lem ey ey mem Mie i. wa emer Meat ¢ Suey: By) 14 8-70 
eS i Peete PEPE ONE RERICETTEESE CARS EK OREO EEC LOE e eee 23 14-29 
DOU Six PSE sista READ SEERA tee ey SUM Oe at A Tote gc RI Oa ee 10 6-21 
Bl bor ec abein ote ct. peo abe nel el aah taeda bes ou me con Sek se: oa 8 4.97 
1 aR Pea rae a8 dian se la tala hd Rag AR aA Me aS Fe Fm 2h 4 2-48 
61-65... SR EA a a Se ed LE OAs b Se, ty 4 2-48 
(LEE RA Te AE CORNET RME SRE bye 9 Feel eRe TPM ean AeeNe tae ge UN OL 3 1-86 
146 
Weekly Number of % of 
Rate Employees Total 
$c 
Co 2ibes  niitern ns XBR 6.0 28 coo sh AE DEL. CREOLE. . 20 tL MAC fee tO. ae 1 0-62 
DOTS Sets says 28S 0 0 REO Boo] Bsa OES ER Su. he Gn Rel ae Oe eRe na Oty 2 1-24 
De pOll . & See, aurea d | eth, SPOe ER erate ts ak OPE MDA ELE Noto riers eet i 0-62 
TS AO oc oo opis coca ba egos ous Ue EO ee RE ORL, EEE De OE OSES Bet, 20) POEL PaO Poe 1 0-62 
See Se kl pe OSE dae RAMS ciety at nba Meare h rgd e tg circ ees: Pivot. 1 0 62 
DO OC ceei le Me Seo BARRING: SRNL OR RR EOIAT, Shigset 2. Sie; ee: eee Sere eee 1 0-62 
25, D130 00.3. ais ccs naa eens Vetta, PY AOS beth Md hee ik: RMN LEAS eee 2 1 24 
SOMO Soi 0OF..ci8. alydimas sist: doa. od. $4; Geeta lates do Gerd d- eel. apetas Pecaeeee 2 1-24 
SOM FORTE. Ress RES Ab EREDAR tel ADORED AM MURUR Ree RPE LOO, tore sate ova Boas 4 2-48 
15 


None of the Company’s employees are on piecework or under any bonus 
system, and we are informed that no employee is required to “standby” in his 
own time. Our examination of the payrolls over a period did not disclose any 
evidence to the contrary. 

Effective January 1, 1932, wages were subjected to a general reduction of 
10 per cent. An examination of payrolls subsequent to that date did not dis- 
close any material change in the rates of wages. 
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BX HIBITA A” 
GAINERS LIMITED 


BALANCE SHEET AS AT SEPTEMBER 380, 1933 


Assets 
$ cts. $ cts. 
Current Assets: 
Gere PATI SIE he Famer Me cee ha cle 000 Gh CURR Rc) Se Oe RDN a aN. <c fe OME pee ar ROOTS $ 14,659 91 
A PEON TGEEVOCEIVE DIC Svc. 5 4 Bevin Gad otters Ls Rama. Cate «do i a ad 120,926 28 
Léss Reserve for Doubtful Accounts:....c.. 05.2.6. sawn do ode. re 22,998 99 97,927 29 
Wr oLIOS ce cs ck Od a a Oe a ood) See ee rh es wwe eed. aes aoose 152,488 28 
TotalCurrontas SeOUsim.. 7. .m6 Ge. eae s Se Meith. PE RED SED See aktes ce 265,025 48 
PERO US Gilg ico? Ug erty ine Eine A CGP mine in Aiding ae eree rant Sys paar Sree” 540 21 
Fixed Assets: 
Land, Buildings, Plant and Equipment, at cost: 
ea a Cte is. Bers eS wn RN a dns oe ORR as aos Ae OR wie a 248,854 00 
inn anae we curpinient yar u. si ye se cas «ab ames eats eS orem oak aoa 161,771.31 
410,625 31 
Dess Heservetor Depreciation. .< 2.245: be . dR he, 119,744 24 290,881 07 
a Soy EATS tae h Bane ic eee Mc SI Pc 30 : Searels fea enn ae ee eee F 556,446 76 
Liabilities 
Current Liabilities: 
Due to Bankers: 
ieee HOans—SeCureti as. cas Bek tS ce Avant poids ae tee eet. amie d dnd +o wna 17,500 00 
Current Account—Overdrait...... EY Bed Oh craic: Cis Sack aoe eee eae eae eee 11,647 36 
29,147 36 
AGROUBtS PAY ADLG. cad. sos plate oles RPC Pan ote can Be cake ON es Camonol Aine crank a. Beegaes oars 30,749 55 
NV CEOS AIATIONs © bess Arie scree Smee ks Gace als A Ee eed te € 2m ote haps cre Maer Bo as 17,400 65 
iecorventOr LuCOmNG LASCSs ct ete. cits Be cee pata 6 te & Sao aban oatiee ww! a victete-o note Ms PES os origi 8,000 00 
TatalCurrent*Lia bilities: . fis. 8%... Led. ke Re ene AE: Ae ER EO eg -, 85,297 56 
Moarteace Payable—67.. We .... . doch es = 5 hoe Bhs dan s Bikes By eo te eo pe Behe wee ofa os gee me ae te 25,000 00 
Capital Stock: 
Authorized—5;000 shares of $100.00 eachts: i ec. cs Ge oder eRe ew $ 500,000 00 
teed.) 002 shares 61.9100, OO TCACD soir cache cpatesansenaiasancinbaie Mtialamsuubaies fy: ig Nee Me 390,200 00 
SUT De BR Bese RR, <a ~ I Screen 2 ee ee. See ee er oe eee 55,949 20 
Oey een as oe Re re te a eee Rs Aa Raveena: StoLa cate. ee put eh oye heets cok eve oraMey RRO, (5 at $ 556,446 76 
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A. To ascertain the net income earned on the capital invested in the company 
after eliminating extraneous charges or credits to operations, if any: _ 

Capital: Gainers Limited was incorporated on September 29, 1911, under 
the laws of the province of Alberta, with an authorized capital of $75,000 
divided into 750 shares of $100 each. The authorized capital was subsequently 
increased as follows: 3 


On September 26, 1912, increased to.. .. .... .. $150,000 
On April El, 21926, ‘incheased tos ar Se See Sa 250.000 
On August 17, |1928,,increasedi to... .:2. 4 |,. <1 | 850,000 
On -December- 2,-1930-inereased to... +--+ —~- 500,000 


At September 30, 1933, there were issued and outstanding 3,902 shares, a 
total capital of $390,200. 

Cash and stock dividends were distributed to shareholders during the period 
under review as shown in the undernoted summary: Dividends distributed to 
shareholders, year ended September 30, 1929, cash $15,234; percentage of capital, 
6; stock dividend, $25,390; percentage of capital, 10. 

Q. That is in 1929 a cash dividend of 6 per cent and a stock dividend of 
10 per cent?—A. Yes. 

@. Issued to the shareholders?—A. Yes. 

Q. Will you continue?—A. Year ended September 30, 1930, cash dividend, 
$18,544; percentage of capital, 6; stock dividend, $17,300; percentage of capital, 
6. 


Q. That is, six and six, a total of 12 per cent?—A. Yes. 

Q. 6 per cent cash and 6 per cent stock dividend that year?—A. Yes. 
Year ended September 30, 1931, $19,980 cash, 6 per cent; $28,500 stock, 9 per. 
cent. 

Q. Six and nine; that is 15 per cent for the year 1931?—A. Yes. ) 

(. Will you continue?—A. For 1932, cash $21,804, 6 per cent; no stock 
dividends. For 1933, $23,020 cash, 6 per cent; $14,100 stock, 4 per cent. 

@. Six and four for the year 1983?—A. Yes. Bis ae: ee 

(). That is in the five years you have had a 80 per cent dividend in cash, 
and a 29 per cent stock dividend?—A. Yes. 

Q. Will you proceed?—A. In Exhibit “A” we submit a balance sheet of 
the company at September 30, 1933, based on the audited balance sheet sub- 
mitted to the shareholders. 


By the Chairman: 
Q. Before you leave that, I want to ask about these various increases from 


$75,000 to $150,000, $250,000 and so on. Were they represented by actual cash 
invested in the business?—A. That is just authorized. 


By Mr. Sommerville: 
Q. This was authorized?—A. Yes, that is just authorized. 


By the Chairman: 


Q. Then it increased to $390,000 issued, I think you said?—A. Yes. 

Q. With regard to the difference between the original authorized capital of 
$75,000 and the issued capital of $390,000, how is that made up, of cash invested 
or was it stock dividends?—A. From 1929 on it is stock dividends. I can’t tell 
you prior to 1929. We restricted it to five years on account of the time. It 
goes back to 1911. 


By Mr. Factor: 


@. Can you give us the details year by year? I mean, each period of the 
increase?—A. Of the five years? 
@. Yes? 
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The CuairmMaNn: He has given us those. 

The Witness: We have it. 

The CHAIRMAN: They are stock dividends. 

Mr. Factor: They are all stock dividends? 

The CHatrMan: No. In 1929 there was a 10 per cent stock dividend; 
1930, 6 per cent; 1931, 9 per cent; 1932, none and 19383, 4 per cent. 

Mr. Factor: I see. 


Mr. SomMeERVILLE: In other words, during the last five years you had a 
stock dividend of $85,290. That is the amount of the figures given. 


By the Chairman: 
Q. I suppose in the years previous to that there were similar stock dividends, 
presumably ?—A. I think that was the practice of this company. We have got 
the whole thing here, I think. 


By Mr. Sommerville: 

Q. Very well, give it to us?A. The original issue of $57,489 was for assets. 

Q. $57,000°—A. $57,489. For services, $2,410.76. 

Q. Dollars?—A. Dollars. For cash, $167,700; for dividends, $162,600; that 
makes up $390,200. 

Q. So that $230,000 of the capital is represented by cash and services? 
—A. Yes. 

Q. And $160,000 represented by stock dividends that have been paid?— 
A. By cash and the original value of the assets of the company. 

Q. Cash and the original value of the assets?—A. Yes. 

Q. Whatever those assets were?—A. Yes. 

Q. You don’t know what that value was?—A. It goes back to 1911. 

Q. Will you continue, please?—A. Yes. 

Net Income: A condensed statement of the operations for the five years 
ended September 30, 1933, is submitted in Exhibit “ B.” 

In reviewing the operations consideration was given to such controllable 
items of cost of salaries, repairs and depreciations and adjustment of inventories 
which might have an important bearing on the net income of the company, as 
reported. No items of sufficient relative importance were found to warrant 
adjustment of the earnings. 

The following comment is submitted on certain items included in the 
operating statement :— 

Sales: In the following tabulation we submit details of the company’s 
sales for the period under review, together with the percentages which the net 
income bears to the sales. 


Period Sales Net income | Percentage 
$ cts. $ cts. % 

Rear enced peptemberns0; 10294. .acuryd i ihadt.cinewte as beers 2,448,375 06 40,401 41 1-65 
¥ rs TOSOrOOtt west dso dares ese) 2,352,820 55 54,508 97 se 

‘: * TEU IS Sree PL CT rd Me ae TO17s3Tl 31 29,456 77 1-54 

¥ 4 1952 Ba as oar Serre nee 1,644,949 46 oon Son ol 2-00 

% “ 1935-0 hs « Bhan toca cee Be 1,534,776 46 36,521 59 2-38 

eo terte Stee a, Reta. see ee Aiea tt eee 9,898,232 84 193,741 25 1-96 

BOVE TSO ROI POUOU 7 Se oe: ata d et alae. 1,979,646 57 38,748 25 1-96 


Q. I observe for this company that in the balance sheet the inventory is 
$152,438.28 for the last fiscal year, which is apparently 10 per cent of their 
sales?—A. Yes. 
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Q. Indicating that they have a turnover of about ten times a year?—A. Yes, 


ten times. 
Q. In their inventory?—A. Yes. 


By Mr. Senn: 
Q. When you talked about net income, you didn’t include amounts set 
up for depreciation and reserve?—A. Oh, yes, that is the cost of operation. 


By Mr. Sommerville: 

@. Net income that you have referred to is after allowance for depreciation 
and other reserves?—-A. Yes, and all expenses. 

@. And all expenses of every kind?—A. Yes, but not dividends. 

Mr. SENN: It would be interesting to know what those reserves are. 

Mr. SOMMERVILLE: We have them here. The balance sheet indicates that 
they have land, buildings, plant and equipment; with land and buildings at 
$248,854; plant and equipment, $161,771.31. Those are at cost. That is 
$410,625.31, less reserve for depreciation of $119,744.24, a reserve for depre- 
ciation of about 30 per cent. 

The Wirness: We can’t tell exactly, because land is not there, and we 
don’t know the value of the land. 


By Mr. Sommerville: 


Q. You don’t know the value as between the land and the buildings?— 
A. No. But I should say about 30 per cent. 


Mr. SENN: 30 per cent on the land and buildings. 


By Mr. Sommerville: 


Q. Land and buildings, anyway?—A. Yes. 
Q. And I think the buildings, you say in your report, are mostly frame?— 
A. Yes. 


By Mr, Senn: . 
@. That includes equipment as well?—A. Yes, that is everything. 


By Mr. Sommerville: 


Q. Will you just proceed?—A. Yes. 

Inventories: We are informed that the basis of pricing the inventories 
during the period under review was the estimated cost of the raw constituents 
without the addition of labour and overhead costs, but from the records at our 
disposal we were unable to confirm this statement. 

Q. They don’t take cost or market?—A. No. 

Q. Just the raw constituents?—A. The raw constituent cost. 

Q. Without labour?—A. Without labour. 

Q. That would show what?—A. That would indicate that that inventory 
is not on the basis of normal practice. 

Q. But that has been their practice?—A. It has been their practice through- 
out, so that it does not affect operations. 

Q. It does not affect operations?—A. No. 

Q. All right. Will you continue?—A. Repairs and renewals: A general 
survey of the charges for repairs and renewals included in the operating accounts 
indicated that the amount was reasonable considering the age of the plant 
which, with the exception of recent additions, is of frame construction, 

Depreciation: The value of land and buildings is combined in one account 
on the books of the company and we are therefore unable to ascertain the 
actual rate of depreciation on buildings. During the period under review, the 
company has varied the rates and basis of depreciation on its various assets 


._- 
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frequently, and therefore the rates used in any one period have little, if any, 
significance. In the following tabulation we show the average rates of deprecia- 
tion charged by the company, based on the average book values during the 
period under review:— 


Buildings (Based on combined book value of land and Per Cent 
buildings) largely of frame construction. . 

Tate anc eOuupmentt..i..0. 0... was 

Trucks. . 


“I QO 
me bo 


jae 


Executive Salaries: The salaries and bonuses paid to executive officers for 
the year ended September 30, 1933, are as follows— 

Q. Just give us the total?—-A. The total was $23,100. 

Q. That is salary plus bonuses for five executives?—A. Yes, $23,100. There 
were no material changes in the salaries and bonuses paid during the five years 
under review. 

Invested Capital: In Exhibit “C” we submit a statement showing the rela- 
tion which the net income bears to the average invested capital for the five 
years ended September 30, 1933, based on the annual balance sheets and profit 
and loss accounts as certified to by the company’s auditors. The following table 
shows the percentage of net income to invested capital: 


Net Income 


— Average Percentage 
Invested Amount to Invested 
Capital Capital 
$ = ets. $ «cts. o, 
ienrt.endea oeptem per o0, 1929.0 6. Yin. fe det Ase. ens vo 322,268 65 40,401 41 12-54 
x R: EUG doe ere ah Bit ee Te 366,139 84 54,508 97 14-89 
a oe 10312 ote se. She ald ». « eeteay oe 398,310 71 29,456 77 7-40 
iS i 19SZS - Ee AMOI SS fs aa elise: 418,323 35 32,802 51 7-85 
rs a LOO ert eh tanh, onto fed: vai Roeck: 436,948 40 36, 621 59 8-36 
AVS CEA Gere eee poe Om OPA EE AEE e COR Mat Ap 1,941,990 85 193,741 25 9-98 
Bee eeeolorinori Gis al. dpm 4 Tie tea et! <u AE en hee 388,398 19 38,748 25 9-98 


Q. That is to say it is a percentage of 9:98 on the $388,398.19?—A. Yes. 

Q. But that includes what you have already stated, $160,000 of shares 
declared by way of dividend?—A. Yes. 

Q. So that apart from the share dividend, the average cash income there 
would be $160,000 from $388,000, which is $228,398?—A. Well, you see, if they 
had not distributed that dividend in the form of stock, it would have been in 
surplus, so it is as broad as it is long. It would be in the invested capital, in 
any event. 

Q. All right, will you continue?—A. Yes. (b) To determine the spread 
between the price paid to the producer of live stock and the price received by 
the packer from the sale of the various products manufactured from live stock. 

In the case of Gainers Limited, the transactions are represented by the 
purchase of live stock and its conversion into dressed meat and packed pro- 
ducts, so that the spread is represented by the difference between the price paid 
to the producer and the selling price. This spread, however, covers all the 
products handled by the company, and the records of the company are not 
designed to show the spread on individual commodities. 

In common with other packing establishments, Gainers Limited does not 
maintain a system which would enable the cost of individual praducts to be 
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determined, and no records are available from which the selling price of all 
the products of a live animal can be ascertained. 

For the above reasons we are unable to determine the spread poowden the 
price paid to the individual producer of live stock and the price received by 
the packer from the sale of the resulting products, and-we are therefore, forced 
to substitute for this inquiry consideration as to whether the packer receives 
a reasonable or excessive return (a) on the capital invested, and (b) on the 
sales made to the public. The information necessary to arrive at a conclusion 
on these points is submitted in the section of this memorandum dealing with 
invested capital and sales, the average return shown ‘being 9-98 per cent on 
invested capital and 1:96 per cent on sales. 


By Mr. Young: 

Q. You say 1-96 per cent on sales. You could not give it to us on the 
purchases, could you? 

Mr. SomMMERVILLE: Yes, it could be given on purchases. 

The Witness: I think for this company we might get it. 

Mr. SoMMERVILLE: Yes, because we have here the cost of the goods sold. 

The Witness: Yes. 

Mr. Senn: That is the purchase price? 

Mr. SoMMERVILLE: The purchase price. For instance, the condensed state- 
ment of operations in Exhibit “B” will show that the purchase price of the 
goods sold was $1,222,160.87. 

The Wirness: No, excuse me; that includes processing costs. 

Mr. SomMeErvILLE: All processing costs. 

The Witness: Yes, cost of goods sold and adjustment of inventories; but 
I think we can get it from the figures here. We will get it for 1933. About 4-2 
per cent. 

Mr. Youne: You say 4:2 per cent. Thank you. 


By Mr. Sommerville: 


Q. Will you continue?—A. Yes. (c) To determine the dressed cost of 
hogs— 

Q. Before you reach that point, on the question of spread will you look at 
Exhibit “B” attached to this memorandum of yours?—A. Yes. 

Q. You will observe that from the net sales you have taken the cost of 
goods sold, and your gross margin is $312,615.59?—-A. Yes. 

Q. Your spread is therefore 20.37 per cent?—A. Yes. 

Q. Gross spread?—A. Yes. 

Q. And that would indicate what had been the amount added?—A. You 
see, there are certain processing expenses that go into that. 

@. We have operating expenses taken from that?—-A. In addition there 
would be some for the cost of the goods sold. We will tell you exactly what is 
in there. 

Mr. Facror: He did say he was unable to determine it on that basis. 

The Wirness: The individual we are unable to determine. This is the 
ageregate. There is $240,000 for packages and supplies and other materials in 
there; $94,000 for direct labour; sundry supplies, $4,000; cold storage, $6,000; 
repairs, $5,000 and depreciation, $13,000. 


By Mr. Sommerville: 

Q. In that item?—A. Yes. 
@. Added to the cost of the goods sold? No, surely not. That won’t show 
you a margin of $312,000?—A. It is included in the $1,222,000. There are 
certain direct expenses. For instance, depreciation is charged in there direct. 
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Mr. Senn: You cannot give us the purchase price of material? 
The CHarRMAN: You have it there? 
The Witness: We gave it—$856,170.80. 


By Mr. Sommerville: 

Q. The purchase price in 1933?—A. Yes. 

Q. Of the products, livestock?—A. Yes. 

Q. How much was it?—A. $856,170.80. 

Q. And sold, after certain processing charges you have indicated, for 
$1,534,776.46°—A. Yes. 

Mr. Facror: Is there any way of determining what the processing charges 

are? 

The Witness: Yes, we have just given them to you. 


By Mr. Sommerville: 


Q. The whole cost of those goods sold with the processing charges was 
$1,222, 160.87?—A. Yes. 

Q. And the margin, or gross profit, was $312,615.59?—A. Yes. 

Q. That was a gross margin of 20°37 per cent?—A. Yes. 

@. Of the sales?—A. Yes. 

Q. That gives a gross margin of 40 per cent, about?—-A. 44-22 per cent. 

Q. 44:22 per cent on the cost of the goods?—A. On the sales, based on the 
same thing. 

(. Based on the same thing?—A. All based on the percentage of sales. 


Mr. Senn: The cost of selling would have to be taken care of out of that? 


The Witness: We have not got down to that point. This is only the 
gross margin—that is shown lower down on the statement. 


Mr. SOMMERVILLE: Proceed. 


The Witness: To determine the dressed cost of hogs, beef and small stock 
purchased through (1) direct shipments, (2) stockyards or markets, and (8) 
truckers, and the percentage which each of these classes bears to the total pur- 
chases. In the following tabulation we submit particulars of the average cost 
per 100 pounds dressed weight of hogs, based on the company’s figures after 
applying thereto 4 per cent representing the shrinkage between warm and shrunk 
weight: September, 1933, direct shipments, $7.49; stockyards or markets, $7.96; 
truckers, $7.58. 


By Mr. Sommerville: 


Q. Just stop there to examine that condition. In the case of Gainers, in 
September, 1933, 91-3 per cent of their entire kill was brought in by truckers? 
—A. Yes 

Q@. 2-4 per cent was bought on the open market and 6-3 per cent was 
shipped direct?—A. Yes 

Q. In December, 1938, 86-8 per cent of their kill came from the truckers, 
3°4 per cent from the stockyards, and 9:8 per cent by direct shipments?— 
A. Yes. 

@. In March, 1934, 76-4 per cent of their kill came in by truckers, 8-8 
per cent through the stockyard, and 14-8 per cent direct?—A. Yes. 

Q. You will observe in March, 1933, the stockyard hogs cost them dressed 
7:96, trucker hogs cost them $7.58—is that correct?—A. Yes. 

Q. That is a difference of 38 cents?—A. Yes. 

Q. Per hundred. 


Mr. Kennepy (Peace River): September, 1933. 
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By Mr. Sommerville: 

Q. September, 1933. It cost 38 cents per hundred less to the packer for 
trucker hogs than for stockyard hogs?—A. Yes. 

@. In December, 1938, direct shipments cost $6.64, stockyards $7.61 and 
trucker $6.81?—-A. Yes. 

Q. A difference of 80 cents a hundred less for truck hogs in December 
than stockyard. 

Mr. Epwarps: The other way about. 


The Wirness: No, less. 


By Mr. Sommerville: 

Q. 80 cents a hundred; and in March, 1934, direct shipments cost them 
$10.81, stockyards cost them $11.40 and truckers cost them $10.19?—A. Yes. 

Q. A difference of $1.21 per hundred less for trucker hogs than for stock- 
yard hogs?—A. Yes. 

@. That was the net result?—A. Yes. 

@. And of course, more than 75 per cent of their hogs are trucker hogs? 
—A. Yes. 

Mr. Kennepy (Peace River): And the farmers lose the advantage of their 
own feeding and watering at the yards? 

Mr. SoMMeERVILLE: There is no doubt about that. Proceed. 

Mr. Senn: You are dealing with hogs only, not with cattle at all? 

Mr.SoMMERVILLE: We are dealing with hogs only. 

Mr. Senn: Were your figures regarding receipts taken from the stock- 
yards on direct shipments in regard to hogs? 

Mr. SomMErRVILLE: All hogs, total receipts. 

Mr. Senn: You gave a percentage of receipts at the stockyards— 

Mr. SOMMERVILLE: We are dealing only with hogs. 

The Wirngess: Yes. The current prices paid for hogs are stated to be 
based on the market price, for the bacon grade with the following differentials 
on or off bacon grade: 

Select—Premium of fifty cents per 100 pounds above the bacon. 

Butcher—Discount of fifty cents per 100 pounds below the bacon. 

Light and Shop—Discount of $1 per 100 pounds below the bacon (optional). 

Heavy—Discount of $1.25 per 100 pounds below the bacon. 

Extra Heavy—Discount of $2 per 100 pounds below the bacon. 

Rough—Dziscount of $3.50 per 100 pounds below the bacon. 

Smooth Sows—Discount of $2.50 per 100 pounds below the bacon. 

All other sows—Discount of $3 per 100 pounds below the bacon. 

Stags—Discount varies. 

Cripples—Discount of $2.50 per 100 pounds below the bacon. 


From the records maintained by the company it is not possible to determine 
whether the company gains an additional profit through the operation of the 
differentials before mentioned. After the hogs are dressed and cut they lose 
their identity in the plant, and the product is sold at the most advantageous 
market price. 

The company does not maintain any records from which we can ascertain 
the dressed cost of cattle and small stock, but we submit in the following sum- 
mary the percentages which the purchases of cattle and small stock from 
stockyards and markets bear to the total purchases during the months of 
September 1933, December 1933, and March 1934. Cattle and calves— 


Mr. SenN: Before you start with that phase, I should like to say this. The 
most important feature of that is whether these dressed carcasses go into the 
fresh meat trade or the bacon trade. 
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The Wirness: On the hogs. 

Mr. Senn: Yes. Do you know the percentage? 

The Wirness: No, we cannot give you the percentage. 

Mr. Senn: That is, the differential should not be that much if it goes to 
the fresh meat trade? 

The Witness: All hogs go into the one killing operation, and when they go 
in there, they are lost. 

The CHarrRMAN: A part of them is used as bacon? 

Mr. SOMMERVILLE: And a part goes into the fresh pork trade? 

Mr. Senn: I understand a very large percentage is used in the fresh meat 
trade; therefore, there should not be this differential. 

Mr. SOMMERVILLE: Mr. Senn is questioning about the differential. 

The Witness: That is really a part of the price that is paid for the hogs. 

Mr. Senn: I can’t understand how the differential should be observed unless 
a certain amount of the output goes into the export trade. If there is a certain 
amount that goes into the export trade, the differential should be observed, in a 
different way from what it should be in the fresh meat trade. 

Mr. Epwarps: A dollar for a bacon hog. 

Mr. SoMMERVILLE: We had a statement from one company that 90 per cent 
of the product was domestic. 

Mr. Senn: In that case there should not be a differential. 

The Witness: Cattle and calves, September 1933, stockyards 51-43 per 
cent, truckers 48-57 per cent; December 1933, stockyards 47-22 per cent, 
truckers 52-78 per cent; March 1934 stockyards 28-59 per cent, truckers 71:41 
per cent. Sheep and lambs: September 1933, stockyards 15-96 per cent, truckers 
84-04 per cent; December 1938, stockyards 22-03 per cent, truckers 77°97 per 
cent; March 1934, stockyards 20-51 per cent, truckers 79-49. 

Mr. Senn: The last statement indicates the percentage of the total pur- 
chase from these two sources? 

The Witngss: Exactly. ‘“D.’ To determine the hourly rates of wages paid 
by the company and to prepare a tabulation giving the number of employees 
paid at each of the different hourly rates. In the following table we submit 
information showing the number and percentage of the company’s employees 
engaged at the various hourly and weekly rates as at March 31, 1934. 


Number of Per cent 
Hourly rate employees of total 
$0.173 62 
20 5 syed gl 
O, 1 62 
224 5 3:11 
25 5 Beals 
264 8 4-97 
ye! 2 1:24 
274 3 1-86 
294 3 1-86 
30 14 8-70 
.31-35 33 20-50 
. 36-40 14 8-71 
.40-45 23 14-29 
.46-50 10 6-21 
.51-55 8 4-97 
. 56-60 4 2-48 
.61-65 4 2:48 
.70-75 3 1-86 
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Number of Per cent 

Weekly rate employees of total 
Py Be 1 -62 
16.18 2 1-24 
i By A 9 1 -62 
18.45 1 -62 
19.60 1 -62 
26.. UF i -62 
25.01-30.00 2 1-24 
30.01-35.00 2 1-24 
35.01-40.00 4 2-48 


None of the company’s employees are on the piecework, or under any bonus 
system, and we are informed that no employee is required to “stand by” in his 
own time. Our examination of the payrolls over a period did not disclose any 
evidence to the contrary. Effective January Ist, 1932, wages were subjected to 
a general reduction of 10 per cent. An examination of payrolls subsequent to 
that date did not disclose any material change in the rates of wages. 


By Mr. Kennedy (Peace River): 

Q. Was there any reduction in salaries?—-A. No, I think they were standard 
throughout. I think we say that. We say there was no material change in 
the salaries and bonus paid during the five years. 

Q. What is the total salary?—A. $23,100. | 

Q. That is the five executives? I was asking the total salaries. 

The CHatrMaNn: We will adjourn at this point until 3.30, if you can get 
the information that Mr.. Kennedy asked. 


Committee adjourned at one o’clock, to meet again at 3.30 o’clock. 


The Committee resumed at 3.30 p.m. 
The CHAIRMAN: Order, gentlemen. 


By Mr. Sommerville: 


Q. Now, Mr. Shepherd, will you present the next statement; Canada Packers 
Limited?—A. In the following paragraphs we submit certain information pre- 
pared from the certified accounts of the company’s auditors, from the books 
and records of the company and from information obtained by us from the 
management without independent confirmation of the accounts. 

Q. Just a minute; if you would speak a little louder first of all, and secondly, 
this that you are reading now is a paragraph from your memorandum?—A. Yes. 

Q. Your information is prepared from the certified accounts of the company’s 
auditors?—A. Yes. 

Q. I understand that is a consolidated statement of Canada Packers?— 
A. Thatzis so. 

Q. And they operate, how many plants?—A. Head office in Toronto; plants 
at Toronto, Montreal, Winnipeg, Hull, Peterborough and Chicago. 

Q. Yes. Then, with respect to each of these subsidiary plants, each plant is 
run independently?—A. Yes, that is so. 

Q. Managed independently?—A. Yes. 

Q. And all of its accounts kept separate and independently?—A. Yes. 

Q. In the case of each of these plants, just the net profit or loss is forwarded 
to head office?—A. That is so. 

Q. And then each of these net profits or losses is put into a consolidated 
statement?—A. Yes. 

Q. And that consolidated statement is then taken and audited by the 
company’s auditors?—A. Yes. 
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Q. That is to say, there is not an independent audit in each of these branch 
plants—an outside audit?—A. I could not say that. 

Q. At any rate then there is not a consolidated statement made up of the 
operations of each of these plants?—A. No. 

Q. Just the net result of the operations, whether it be a net profit or loss? 
—A. That is so. 

Q. That is shown in the st@kement you have seen at head office?—A. Yes, 
that is right. 

Q. You therefore, except at Toronto and Hull, did not examine the details 
of the operations in these various plants or branches?—A. No. 

q. You made two examinations; one at Toronto and the other at Hull, 
on certain phases of it?—-A. Exactly. 

Q. And you have accepted this statement from these various plants?— 
A. Yes. 

Q. Otherwise you would have had to rewrite the books?—A. Exactly. 

Q. To get a complete picture?—A. To get a composite of the profit and 
loss account. 

Q. Yes, thank you; then— -—A. Do you want me to read the scope of the 
investigation? 

Q. No, the scope of the investigation is the same as you have already out- 
lined?—A. The accounts of Canada Packers Limited and its subsidiaries are 
maintained at the head office in Toronto, at the plants in Toronto, Montreal, 
Winnipeg, Hull, Peterborough and Chicago, and at the other points where branch 
houses, creameries and other related businesses are located. 

Q. Just at that point: perhaps you will tell me, the creameries of Canada 
Packers are operated at, I understand, Chesley, Clinton, Grand Valley, Mount 
Forest, Shamrock, Shelbourne, Walkerton, Wellington and Wiarton, Ontario? 
A. That is correct, yes. 

Q. Then in addition to the plants you have referred to, they have branches 
throughout Canada at about 30 places?—A. That is so, yes. 

@. And then, in addition to these, they have cold storage plants at Toronto 
and Montreal, part from the packing plants at those two points?—A. That 
is SO. 

@. And then there are certain canning factories owned by Canada Packers, 
are there not?—A. Yes. 

The CuHatrman: Meat canning? 

Mr. SoMMERVILLE: No, vegetable canning. 

The Witness: Yes. 

The CHatrMAn: Vegetable canning factories. 


Mr. SommerviuuE: Fruits and vegetables. 


By Mr. Sommerville: 


Q. And then there is the wool pulling factory at Toronto?—A. Yes, sir. 

@. And then there is the fertilizer business at Toronto and Montreal?—A. 
Yes. The plants receive periodical reports from the branch houses, etc., under 
their control and the net results so reported are incorporated in the plant books. 
The plants in turn submit monthly summaries of their operating results and 
financial position to the Head Office where the statements of the organization as 
a whole are consolidated. Our examination was confined to the records main- 
tained at the Toronto and Hull plants and to certain operating statistics at the 
Montreal, Winnipeg and Peterborough plants. In preparing this memorandum 
ue have also made use of certain summaries and reports on file at the Head 

ffice. 

In support of the information included in the memorandum, we submit the 
following statements :— 
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Exhibit ‘“ A ’”’—Consolidated Balance Sheet, Canada Packers Limited 
and its Subsidiaries, as at March 29, 1934. 

(Exhibit A printed as appendix to this day’s evidence.) 

Exhibit “ B”—Condensed Statement of Operations for the Period 
from August 15, 1927 to March 29, 1934. 

Exhibit “C ”—Statement showing percentages of Net Income to In- 
vested Capital for the period from Aug 15, 1927 to March 28, 1928, 
and Six years ended March 29, 1934. 

Schedule “1’’—Statement showing number of Employees and per- 
centage to total number employed at the Toronto, Hull and Peterborough 
plants for one week in March, 1934, classified as to hourly and weekly 
rates of pay. 

(a) To ascertain the Net Income earned on the capital invested in the Com- 
pany after eliminating extraneous charges or credits to operations if any. 


Capital—Canada Packers Limited was incorporated under the Dominion 
Companies Act on August 13, 1927, with an authorized capital of 100,000, 7 per 
cent cumulative redeemable preference shares of $100 each, and 200,000 common 
shares without nominal or par value. The Charter provides that the common 
shares shall not be issued for a consideration exceeding in the aggregate 
$2,000,000. At March 29, 1934, there were issued and outstanding 60,335, 7 
per cent cumulative redeemable preference shares of $100 each and 200,000 
common shares with a stated value of $1,438,284.46, making a total capital of 
$7,471,784.46. The Company owned as at March 29, 1934, 688 of its 7 per cent 
cumulative redeemable preference shares, and 698 of its common shares which 
are shown in the Balance Sheet at that date as investments. Preferred dividends 
have been paid at 7 per cent per annum from July 1, 1927 to March 31, 1934: 
No dividends have been paid on the common shares. 

Canada Packers Limited is a holding company for investments in the shares 
of several wholly owned subsidiaries of which the principal are The Harris 
Abattoir Company, Limited, William Davis Company, Limited, Gunns Limited 
and Canadian Packing Company, Limited. At the inception of Canada Packers 
Limited the entire capital stocks of The Harris Abattoir Company, Limited, 
Gunns Limited and Canadian Packing Company, Limited, were acquired. 

Q. That is, when the Company came into existence they acquired at once 
the entire capital stock of these three other companies; Gunns, Harrises and 
Canadian Packing?—A. Yes. The entire capital stock of The William Davies 
Company, Limited, was owned by William Davies Company, Inc., an American 
Company, and at the inception of Canada Packers Limited a majority of the 
shares of Wiliam Davies Company, Inc. was purchased, all but six of the remain- 
ing shares being acquired subsequently. Thereafter an exchange of shares 
between William Davies Company, Inc., and Canada Packers Limited took place 
whereby 60,404 Class “A” shares and 17,708 Class “B” shares of William 
Davies Company, Inc., were exchanged by Canada Packers Limited, for 20,000 
shares of The William Davies Company, Limited, leaving the remaining 10,000 
shares issued by The William Davies Company, Limited, in the possession of 
William Davies Company, Inc. The last named Company, therefore, owns 
60,404 of its Class “A” shares and 17,708 of its Class “B” shares. A sum- 
mary showing the consideration for and the basis upon which the shares of the 
various subsidiaries were acquired is shown below. 


- 


ad 
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BOOK VALUE OF AND CONSIDERATION FOR SHARES OF SUBSIDIARY COMPANIES 
ACQUIRED AS AT AUGUST 15, 1927, AND SUBSEQUENT THERETO 


Book value of shares acquired— 
The Harris Abattoir Company, Limited: 
Capital Stock: 


25,550 Common Shares of $100.00 each....... i. s Arle ah Pal Take Me. hi CAE $ 2,555,000 00 
PUT ENR Mla Rie. a A ce ele ders Abia oo naictilngs nid Oh baa ao ne gi he aE! 2,117,949 69 
4,672,949 69: 


William Davies Company, Inc.: 
Capital Stock: 


Class ‘‘A’’—60,435 shares of no par value—stated value.......... $ 3.083.536 00 

Class ‘‘B’’—60,000 shares of no par value—stated value......... my 2 

BOL a ee ase eee Fee Lane eae 2,161,810 54 
—____—_—_——. 5, 245, 346 54 


Canadian Packing Company, Limited: 
100,000 Common Shares of no par value—stated value.............. 016s hee eee 25,000 00 


Gunns Limited and Subsidiaries: 


/ : ‘ 
Capital Stock: 
3,000 Common Shares of no par value—stated value............. 1,485, 201 76 
SD aetciG Pathan Lar et Lae. Seabed 4 e-Raed ictal eigae LA  , 48,786 38 
—_______———. 1 386, 415 38 
Pot Sat nwtdeel As Areas SR ee ee gk ERD ae ne ee Regen ot Me $11,329,711 61 
- Consideration: 
eee ee Re AO KM cena Do tort ee Bd elie emia bit rip 
Go, Seaond Conateral! Trust Bopdsiei ci iya: ke yoga pk ane toy es 650,000 00 
66,7034 7% Cumulative Redeemable Preference Shares of $100.00 each.. 6,670 350 00 


200,000 Common Shares, without nominal or par value—stated value.... 1,438,284 46 
——_——___———. 11, 329,711 61 


Q. Now then, just at that point, let me ask you: does that indicate that 
the total amount paid by Canada Packers Limited for all the shares in these 
four companies was paid for by the sum of $11,329,711.61—A. Yes. 

Q. And that was the value of what was acquired?—A. Yes, the cost. 

Q. That was the cost of what was acquired, and that included not only 
the shares at their stated value but also the surpluses in each of these com- 
panies, and that was taken into consideration in fixing these values?—A. That 
is so. 

Q. So the Canada Packers therefore considered that the assets they were 
acquiring were worth $11,329,711.61?—A. Presumably. 

Q. And they paid for those assets that amount of money?—A. Yes. 

Q. Or, rather, they paid that amount for these assets?—A. For those stocks, 
and the surpluses in each company. 

Q. And the surpluses in each company in which they got stocks were taken 
into consideration in fixing that amount?—A. Yes. 

Q. Then, the manner in which they paid this $11,829,711.61 is set out 
in your memorandum?—A. Yes. 

Q. First of all there was cash, $2,571,077.15 received by the new company; 
secondly, 6 per cent second collateral trust bonds, $650,000, received by the new 
company; thirdly, 66,7034 7 per cent cumulative redeemable preference shares 
of $100 each having a value at par of $6,670,350; and fourth, 200,000 common 
shares, without nominal or par value, having a stated value of $1,438,284 .46; 
or a total of $11,329,711.61?—A. That is so. 

Q. Therefore, all of these assets were acquired by the payment of this 
cash—approximately $2,500,000—and the balance by preferred shares to a value 
of $650,000—collateral trust bonds?—A. Yes. 

Q. Amounting to a total of $11,329,711.61?—A. That is so. In connection 
with the payment of $2,555,000 in cash to the shareholders of The Harris: 
Abattoir Company, Limited, as part of the consideration for the acquisitiom 
of that Company’s shares, Canada Packers Limited borrowed $2,500,000 from 
its bankers and gave as security its 6 per cent First Collateral Trust 20 Year 
Bonds with a face value of $2,500,000. Of this loan $1,250,000 was repaid 
to the bank in each of the years ended March 27, 1930 and March 26, 1931. 
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. At that point, I do not observe that in your statement you have indicated 
the ee of on twenty-year bonds to the extent of $2,500,000?—A. Well, they 
were collateral. 

@. They were issued collaterally?—A. Yes. 

Q. And the $2,500,000 which was borrowed to be paid on the assets was 
then paid back by Canada Packers to its bankers in each of the years 1930. 
and 1931?—A. Half of it in each of those years. : 

(). Half of it in each of those two years?—A. Yes. | 

Q. Out of their earnings?—A. Yes. pee | 

Q. And that wiped out the $2,500,000 obligation on the bonds?—A. Yes. 

(. And they ceased to be an obligation?—A. Yes. Z | 

Q. Will you continue?—A. Yes. At August 13, 1927, the inception of | 
Canada Packers Limited, there were outstanding first mortgage sinking fund 
6 per cent bonds of William Davies Company, Inc., and the Harris Abattoir | 
Company, Limited, with a face value of $2,200,000 and $4,000,000 respectively, — 
of which $79,000 and $125,000 were held by these subsidiaries. At March 29, 
1934, these bond issues had been reduced to $1,350,000 for William Davies 
Company, Inc., and $3,242,900 for the Harris Abattoir Company, Limited, of 
which bonds Canada Packers Limited owned $615,200 and $1,057,400 which 
are shown in the balance sheet as investments. 

The net reduction in the bonds outstanding and in the hands of the public 
from August 13, 1927, to March 29, 1934, amounted to $1,386,200 for William 
Davies Company, Inc., and $1,689,500 for the Harris Abattoir Company 
Limited. 

Q. That is to say, in addition to the $2,500,000 paid back to the bank as 
indicated above, the Canada Packers paid off the bonds of the William Davies 
to the extent of $1,386,200?—A. Yes. 

Q. And the bonds of the Harris Abattoir Company to the extent of 
$1,689,500?—A. Yes, that is so. 

Q. Or a total of about $3,000,000 odd?—A. $3,075,700. 

Mr. Kennepy (Peace River): In what years? 

Mr. SommMervinie: From 1927 to 1934. z 

Mr. Kennepy (Peace fiver): Out of earnings? No new stock? 


The Witness: It is partly out of earnings and partly out of the amount set 
aside for depreciation. 


By the Chairman: 


Q. That would be earnings, would it not?—A. Yes. It is charged against — 
earnings but set up as a depreciation reserve and not invested. 
Q. It would be out of gross earnings?—A, Gross earnings, yes. 


By Mr. Sommerville: 


Q. That is, it was not paid off by other financing?—A. No. 

Q. Their net position was improved to that extent?—A. Yes. In Exhibit 
“A” we submit a consolidated balance sheet of the company at March 29, 1934, 
based on the company’s tentative balance sheet which is subject to completion 
of the audit for the year ended that date. 

Q. Just at that point, before we deal with this balance sheet,—for the 
$11,000,000 which Canada Packers paid they acquired the shares of these four 
companies?—A,. Yes. | 

@. And these four companies had certain plants. How many plants were 
there?—A. Twelve, I think, originally. 

Q. Originally there were twelve plants?—A. Yes, 


The Cuarrman: You had better give us the names of them. 
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By Mr. Sommerville: 

Q. At Toronto they had the Harris Abattoir, Gunns’ plant, Davies’ plant 
and the Canadian Packing Company’s plant?—A. Yes. é 

Q. At Montreal, the Canadian Packing Company’s plant and the Davies’ 
plant?—A. Yes. 

Q. At Hull, the Canadian Packing Company plant?—A. Yes. 

Q. At Peterborough, the Canadian Packing Company plant?—A. Yes, 

_ Q. At Brantford, the Canadian Packing Company plant?—A. Yes. 

Q. At Winnipeg, the Harris plant and the Davies’ plant?—A. Yes. 

Q. And at Chicago, the Davies’ plant?—A. Yes. 

Q. Those plants were taken over. How many plants are now operated? 
Those twelve were taken over. What happened to those plants?—A. They are 
now reduced to six. 

Q. That is to say, Harris and Gunns of Toronto have been consolidated and 
operate as one plant?—A. Yes. 

Q. What about Davies at Toronto?—A. That is 95 per cent discontinued. 

Q. That is, the plant as a packing plant was closed down?—A. Yes. 

Q. And is used now as a receiving station?—A. Yes, for hogs. 

Q. For hogs and for cold storage?—A. Yes. 

Q. You say that is 95 per cent closed down?—A. Yes. 

Q. What about the Canadian Packing Company plant at Toronto? That 
was sold, was it not?—A. Yes. 

Q. Then instead of the two plants at Montreal, Canadian Packing Com- 
pany and Davies have been consolidated?—A. Yes. 

Q. And operate as one?—A. Yes. 

Q. Then at Hull the Canadian Packing Company plant is continued?— 
A. Yes. 

Q. It is continued at Peterborough?—A. Yes. 

Q. The plant at Brantford is closed down, except that it is used as a branch? 
—A. Yes. 

Q. I mean, as a packing plant it is closed down?—A. As a packing plant it 
is closed down, yes. | 

Q. Then at Winnipeg the Harris plant has been continued?—A. Yes. 

Q. And the Davies’ plant closed?—A. Yes. 

Q. At Chicago the Davies’ plant has been continued?—A. Yes. 

Q. That is, with these consolidations and with the elimination of certain 
plants, there are six plants in operation now?—A. Yes. 

Q. But all of those twelve plants were covered by the purchase price paid 
originally for the assets?—A. Yes, that is so. 

Q. Now, can you tell us with regard to the three plants now closed, at what 
figure they were carried on the books, their original gross book value?—-A. Yes. 
The total was $3,877,136.08. 

Q. Those are the plants that are closed, the three?—A. That is for the 
land, buildings and machinery. 

Q. The land, buildings and machinery of the three plants?—A. Yes. 

Q. That is the Canadian Packing Company at Brantford, Davies at Winni- 
peg and Davies at Toronto?—A. Yes. 


By Mr. Factor: 
Q. Is that included in the balance sheet in this $18,000,000 odd?—A. Yes, 
they are included. : 
By Mr. Sommerville: 


Q. With reference to these remaining plants, they have been consolidated 
physically, have they not? At Toronto, for instance, the plants that remain 
have been consolidated physically? They work together?—A. They work to- 
gether, yes, but the accounts are not entirely consolidated. 


2290 SPECIAL COMMITTEE 


@. No, I understand that. But with reference to the books of these four 
plants, they are kept separately?—A, Of the separate companies, yes. : 

(). And they are maintained with their original set up of assets in each 
of these books?—-A. The stock is maintained. 

@. The stock is maintained?—A. Yes, in order, I take it, to retain the 
shares. It is a stock holding. 

Q. It is a stock holding; and these four companies, I understand, have their 
assets in their respective books or have kept their accounts in their respective 
names, shall I put it that way?—A. No, the actual operating accounts are 
pooled. 

Q. That is, operating accounts?—A. Yes. 

Q. But there is a statement of assets and liabilities in each of these four 
companies?—A. They do take it off, I am told. 

Q. Then the statements from these four companies are consolidated along 
with the others in this consolidated balance sheet?—A, Yes. 

@. Canada Packers each year issue a consolidated balance sheet?—A. To 
the shareholders. 

Q. That is similar to the balance sheet which is shown here?——A. Exhibit 
if4 A om 

(. In this consolidated balance sheet I observe the land, buildings, plant 
and equipment carry a value of $18,962,703.18?—A. Yes, that is so. 

Q. And those were the valuations based on appraisals from 1919 to 1927?— 
A. Yes. 

Q. Prior to the acquisition of these companies by Canada Packers?— 
‘A; That. isso. 

@. And these are the lands, buildings and plants that were in the various 
companies for which $11,000,000 odd was paid by Canada Packers, as you 
have said?—A. Yes, that is so. 

Q. Although they have been valued in this statement and were valued on 
the books at $18,900,000, they were actually bought, along with other assets, 
for $11,000,000 odd?—A. Yes, that is so. 

(). Then is the depreciation that is set up each year based upon the 
$11,000,000 actually paid for these assets, or upon the $18,900,000 at which 
they were carried in these various books?—A. It is really not based on either 
of those figures. 

@. How is the difference provided for or taken care of, between the 
$11,000,000 you refer to and the $18,000,000 that is referred to here?—A. The 
$11,000,000 has not anything to do with the fixed assets. That is the price paid 
for the net tangible assets of the company, of all the companies, which would 
include all assets. 

(). What amount of depreciation has been set up?—A. Approximately 
$750,000 a year. 


By the Chairman: ; 
@. Depreciation reserve from Exhibit “A” shows $6,862,579.65, is that 
right?—A. Yes. 


By Mr. Sommerville: 


Q. What is that?—A. That is reserves that were on hand at the date of 
purchase, plus the subsequent credits which have been charged to operations. 
The subsequent credits are $3,795,000. 

Q. That is, in the consolidated balance sheet there is this amount of reserve 
for depreciation, $6,862,579.6597—A. Yes. 

Q. That is made up of the reserves for depreciation on hand in the various 
companies at the time the shares were acquired by Canada Packers?—A. Yes. 
Q. What did those reserves amount to at that date?—A. $1,819,697.82. 

Q. $1,800,000 odd depreciation on hand?—A. Yes. 


—_—— 


@. At the time that they were acquired by the Canada Packers. How 
much has been added to that depreciation since then?—A. Approximately 
$5,000,000. 

_ Q. That is one item of reserve. Here is another item I see in this: surplus 
on appraisals, $5,686,547.59 set up in the consolidated balance sheet. What 
does that mean?—A. That is the surplus arising from the appraisals of the 
original company’s assets. 

Q. What do you mean by that?—A. Well, when these assets were appraised 
in 1919 to 1927, and before this company was formed, the surplus arising from 
the appraisals was credited to that service. 

Q. The surplus?—A. In other words, the assets were written up on the 
books by that amount and the credit went into that reserve. 


By Mr. Edwards: 


@. The difference between the book price and the appraisal price?—A. As 
a result of the appraisal. 

Q. The difference between the values as carried in the books and the value 
of the appraisal?—A. Yes. 
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By Mr. Sommerville: 
@. Those values then would be written up?—A. Yes. 


By Mr. Kennedy (Winnipeg): 
Q. In what respect is that a liability?—A. It is not a liability, it is a 
reserve. 


By Mr. Edwards: 
Q. It shows in the liability column?—A. Yes. 


By Mr. Sommerville: 

Q. I see it is set up on the liability statement here as a surplus?—A. Yes, 
that is so. 

Q. Then that is an amount of value in excess of the amount paid by Canada 
Packers for these assets?—A. That is so. 

@. So that when Canada Packers bought these assets they did not value 
them at the $5,686,547.59 by which they had been written up?—_A. They 
disregarded that. 

Q. And that makes a total of these two items of reserve amounting to 
$12,549,127.24?A. That is so. 

@. Will you proceed with your statement, please. 


By the Chairman: 


Q. Just one question at that point before you proceed, Mr. Shepherd: As 
a matter of sound accountancy and good book-keeping in providing for reason- 
able earnings, including reserves and so forth, this $5,686 odd of surplus of 
appraisals is to be disregarded—A. I meant that they did not pay anything 
for that, yes. 


By Mr. Kennedy (Winnipeg): 

Q. Where is that amount just mentioned by Mr. Stevens reflected in the 
assets column?—A. Under the $18,000,000 odd of land, buildings, leasehold and 
equipment. 

Q. And the next item on the liability column, Reserve set-up of $6,000,000 
odd is— —A. That is reflected anywhere throughout the other assets. 
| Mr. Kennepy (Peace River): Do I understand in paying the $11,000,000 
they got this reserve fund of $1,800,000 with the buildings. 

Mr. SomMeErvILLE: Everything, yes. They got the assets and they took 
over the liabilities and for it paid $11,000,000. All right, Mr. Shepherd. 
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~~ 


The Witness: Net Income:—A condensed statement of the operations for 


: 
| 
| 


the seven fiscal periods from the inception of Canada Packers Limited, 


August 18, 1927, to March 29, 1934, is submitted in Exhibit B. 


In reviewing the operations consideration was given to such controllable 


items of cost as salaries, repairs and depreciation, and adjustments of inventory 
values, which might have an important bearing on the net income of the 
company, as reported. 

The aggregate provision for repairs and depreciation appears to be liberal, 
representing as it does an amount of $6,134,288.86 for the five years ended 


March 29, 1934, or 51-85 per cent of the average depreciable value of the 


fixed assets. 


By Mr. Sommerville: 


Q. For the five years ended March 29, 1934, the total provision for repairs 


and depreciation is $6,134,288.86?—A. Yes. 

Q. And that represents 51-85 per cent of the average depreciable value of 
the fixed assets?—A. Yes. 

Q. And that is provided, of course, out of earnings?—A. Oh yes. We 
submit below a tabulation of the repairs and depreciation charges for these 
periods: 


—- Repair Depreciation Total 
Charges 

$: - Fets: o © ets. $. cts. 

Fiscal Year ended March ibe LOS a vege sob WAN eae ah sabre 612,158 00 748,373 14 1,360,531 14 
- : Marcle 261931 4 ren, it set ed eae 465,483 00 766,950 17 1,232,433 17m 

ze “ Marels:St, 1932 2) (ee Used | Saar as 463,839 00 777,820 65 1,241,659 65 

- a Marcio), J953..- 8 eo 350,165 00 748,997 01 1,099,162 01 

3 “ LATCH SUSE Ars sk ree teas ove teh 446,874 00 753,628 89 1,200,502 89 

PRCA cute Sk ae id eC ke a ah Re 2,338,519 00 | 3,795,769 86 6,134,288 86 


The amounts of repair charges for the period from August 15, 1927, to 
March 28, 1928, and for the year ended March 27, 1929, have not been shown 
as the information for these periods had not been obtained up to the date of 
this memorandum. 

If the annual provision for depreciation is maintained on the present basis 
it will result in the extinction of the book value of all the fixed assets, excluding 
real estate, within the next six and three-quarter years. 

Q. That is, the basis of depreciation you say has been liberal in the past? 
—A. Yes. 

@. And if it is continued on that basis everything that is depreciable will 
be wiped out?—A. Yes. 

Q. And the fixed assets will be fully provided for within six and three- 
quarter years?—A. Yes. 


Q. Can you give the committee any idea of the extent to which that 


depreciation allowance is more liberal than usual?—A. No. 
Q. Is that depreciation based at all on the book values that we have for 
the buildings in the original plan?—A. Largely on original cost and appraisals. 
Q. That is, the appraisals are largely on the original costs of $18,000,000 
odd?—-A. No, it would be prior to that even. 


Mr. Factor: The original company. 


By Mr. Sommerville: 
(). Prior to that?—A-- Yes. 
Q. At any rate, it is largely on original figures and not on the figures of 
$11,000,000 odd which Canada Packers paid for these assets?—A. Oh, no, that 
has no relation. 
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Q. It has no relation whatever to the $11,000,000 invested?—A. No. 

Q. If your books were consolidated and your assets were brought into a 
single company statement as assets for which you paid $11,000,000, your depre- 
ciation would be based upon your $11,000,000, would it not?—A. Whatever 
the figure of fixed assets showed in that balance sheet. 

Q. Whatever the figure of fixed assets showed in that balance sheet as 
comparable, as forming part of the $11,000,000?—A. Yes, exactly. 

Q. It would not exceed the $11,000, 000?—A. No, it would not. 

Q. Well, the depreciation is apparently taken on a basis in excess of 
$11,000,000 being the cost of the original buildings?—A. No, I would not like 
to say that. You cannot tell what the original basis is; it is an arbitrary 
basis. 

Q. But it must be an arbitrary basis on some valuations?—A. Well, the 
valuations vary in every case. 


By Mr. Kennedy (Peace River): 
Q. What about this six and three-quarter years and the extinction of the 
fixed assets, was the value of the fixed assets $11,000,000 or $18,000,000?— 
A. The present book value, which is $18,000,000, less the reserves. 


By the Chairman: 
Q. But there is a relation, Mr. Shepherd, between the amount of the depre- 
ciation set aside and the valuation of $18,000,000; it may not be based upon 
that, but in your computation it would take another six and three- quarter 


_ years to completely wipe out the book value of all the fixed assets?—A. That 


is the fact. 
Q. So that there is an assumed relation between the two?—A. Yes. 
Mr. Kennepy (Peace River): What about the plants that have been sold? 
Mr. SomMERVILLE: There was one plant sold. The receipts from that, of | 
course, have been credited. 
Mr. Senn: And also the plants that are idle? 

_ Mr. SommervittE: The plants that are idle are still carried, of course, and 
they are depreciated accordingly. Will you please proceed, Mr. Shepherd, with 
your memorandum. 

The Witness: The following comment is submitted on certain items 
included in the operating statement. 


By Mr. Factor: 
Q. Did you give us the percentage of the net income to the invested capital 
of this company?—A. Not yet; that is later on:— 
Sales: In the following tabulation we summarized the company’s sales for 
the period under review, together with the percentage which the net income 
’ bears to the sales:— 


Period Sales Net Percent- 
Income age 
$ cts. $ cts. % 
Period from August 15, 1927 to March 28, 1928............... 70,212,862 00} 1,028,697 64 1-47 
Fiscal Year ended March Ds BODO yk te U8 FO bs opces RO bs OE 101,026,733 00} 1,503,297 58 1-49 
Pe LO nc hee onic okies erp lexs Sines 6 ates 100,102,203 00} 1,552,071 40 10D 
2 " APALe We 20> LOGIC teste. . a hea chee 82,841,103 00 838,111 76 1-01 
s March 31. LOS Biers Sipe woe As en pattots Pasvnce Stok 60,081,710 00 384, 302 51 0-64 
5 ee MA GEGR A Gd eee ade Gn ed eos opera see 45,027,677 00 607,671 96 1-35 
¥ - Marten 29, 198200300 ie AL ee 54,380,430 00} 1,451,179 76 2-67 
145) EE OR SE ae” ania ene ene ee Set | A 513,672,718 00} 7,365,332 61 1-43 


Anerare: Det Voar5 Telit G8. eee 263 acs, 77,535,505 00} 1,111,748 32 1-43 
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By Mr. Sommerville: 


Q. Now this net income is after providing for all expenses?—A. Yes. 
@. And after providing for depreciation?—A. Yes. 
@. And all other proper charges?—A. Yes. 


By Mr. Kennedy (Peace River): 

Q. Including bank loans?—A. Interest if there was any. 

The figures for sales shown above were obtained from a statistical record 
of the company which purports to show the sales to the public, but we cannot 
substantiate this figure owing to the fact that sales to the public and shipments 
to branches are combined in one amount in the company’s books of account. 


Inventories—We are informed that the inventories were valued at lower of 
cost or market at March 28, 1928, and that from March 1929 to 1932 inclusive the 
inventories were valued at cost less the following reserves deducted therefrom 
to reduce the valuation to what the company considerd a conservative basis: 


As at March 27, 1929.. 2... 2... 4... ..$ $86,268. 95 
C50 -COUH2H) LOBOsisase hoxth adty Weaker, aROneel Seen 
Eras ty Gb achOSDMI GE) SIE ai depeer. isbat ghOSO Ie eee 
SEs UNE ON sy ie SRC aN pRB GUC? Sh Sas 


By Mr. Sommerville: 


Q. Now, those are amounts taken of below cost—A. To reduce the inventories 
to cost or market. 

(. To cost less the following reserves?—A. Well, that is the purpose of the 
reserves, to reduce them to cost or market. | 

(). All right—A. At March 30, 1933, and March 29, 1934, the company 
changed its basis of valuation to lower of cost or market, with a further deduction 
of one half cent per pound on a part of the inventories of product at the main 
plants. Our computation of the amount of this deduction, based on the in- 
ventories of the Toronto plants at March 29, 1934, and March 30, 1933, is 
$80,405.97 and $63,536.22 respectively. 

Q. That is to say on these two years’ valuation of inventory they took first. 
of all whichever was the lower of cost or the market price?—A. Yes. 

vet And then from that figure they deducted half a cent per pound?— 

A. Yes. 


@). And in the Toronto plant these deductions amounted to $80,405.97 in 


one year and $63,536.22 in another year?—A. That is so. 


By the Chairman: 

Q. Was the same principle applied to other plants in other places?— 
A. This company? 

(). This company’s other plants?—A. Yes, I am coming to that in a moment. 
As I say, our computation of the amount of this deduction, based on the 
inventories of the Toronto plants at March 29, 1934, and March 30, 1933, is 
$80,405.97 and $63,536.22 respectively, based on a total inventory valuation of 
the product at the Toronto plant of $1,706,322.61 and $1,469,501.57 the deduction 
‘representing approximately 4-7 per cent and 4:3 per cent respectively. Applying 
the same percentages to the total value of the product at the main plants amount- 
ing to $3,932,414.49 at March 29, 1934, and $2,456,960.44 at March 30, 1933, 
we developed deductions of $184,823.48 and $105,649.30 for the company as a. 
whole. 

@. The total amount then of the deductions below the lowest cost, whether: 
it was cost or market, would be $184,000, in one year and $105,000 odd in 1933? 
—A. Yes. That is an estimate predicated on the figures we found at Toronto. 

Q. What is the effect of lowering your inventory?—A. Well, as long as the: 
basis is the same between years it does not make any difference to the operations. 
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By Mr. Factor: 
Q. But they changed it in 1931 by reducing it half a cent a pound. 
Mr. SOMMERVILLE: In 1933. 
The Witness: In 1933, yes. 


By Mr. Factor: 

Q. What was the purpose of changing it in that particular year?—A. I 
suppose to take care of any undue fluctuations in the market. We go on to 
say here:— 

In the opinion of the company’s officials these deductions are warranted by 
_ conservative practice in view of the rapidly changing market prices for products. 


By Mr. Sommerville: 
_Q. We had one other case where they took the lower of cost or market for 
their inventories?—A. Yes. | 
Mr. Factor: But in addition to that they have taken off half a cent per 
pound. 


By Mr. Sommerville: 

Q. If these amounts were added the book statement would show larger 
profits, I presume?—A. Yes. 

Q. It would reflect in larger profits?—-A. For this year. 

Q. For this year, yes?—A. Yes. An amount of $200,000, part of the 
General Reserve, was deducted from the total of the inventories as valued at 
lower of cost or market at March 30, 1933, thus making the inventory valuations 
$200,000 less than lower of cost or market. At March 29, 1934, no part of the 
general reserve was used for this purpose, but a reserve of $45,414.77 carried 
on the books of the Chicago plant was deducted from the inventory. 

Q. What do you mean by that?—-A. Those were in addition to the figures 
given. 

Q. That is, in addition to the amount taken off inventory there was taken 
off last year $200, 000?—A. Yes. 

Q. Which was carried as a general reserve?—A. In 1933 it was $200,000. 

@. And in 1934 $45,414.77 was taken off?—A. That is so. 

Q. The inventory then this year would be the lower of cost or market less 
one-half per cent per pound less $45,414.77?—-A. That is so. 


By the Chairman: 

Q. Mr. Shepherd, as you reduce your inventory you naturally reduce the 
net income of the company, do you not?—A. Yes sir, but it does not matter 
if the same basis is maintained throughout a period of time, as far as the earn- 
ings are concerned. 

@. How do they correct that at the end of each year as to the previous 
year, having for instance deducted $160,000 odd say in 1933, how do they 
reconcile that in their statement for 1934?—A. Well, that reserve goes back 
again and it is shown on the books until this year again at the end of the next 
period. 

Q. But in the meantime does it not show the earnings reduced by that 
amount?—A. Oh yes, that is so. 

Q. Well, is that— -—A. That is a conservative practice. 


By Mr. Young: 
Q. If prices were declining would ae not be the proper thing to do?— 
A. Yes. It just defers the profit to the next year. 
By the Chairman: 
Q. When they do it the next year what happens?—A. That defers it again. 
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Q. There must come a time though when they must ultimately be disclosed 
unless there is an actual loss to take up that?—A. Exactly. 


By Mr. Factor: 
Q. In other words, if there is nothing on which to base that and they take 
off there $200,000 what is to prevent them taking $400,000 off?—A. Well, I 
suppose the facts did not warrant such a large amount as $400,000; that is the 
only explanation. 
Q. I mean, there is an element of risk?—-A. There is an element of risk, yes. 


By Mr. Young: 

Q. What is the proper basis then for determining that?—A. I do not know 
that there is any basis. It is a prudent practice to have some reserve. The 
general basis is lower of cost or market. 

Q. If you were the auditor, would you advise a reduction by that amount 
under the circumstances that existed in that particular year?—A. In view of 
the hazardous nature of the business, yes I would think it was the proper thing 
to do. 


By the Chairman: 
Q. But should that not be disclosed in the balance sheet?—A. Well, it is 
not the practice to do that. 


By Mr. Senn: 
Q. It cannot be done indefinitely, Mr. Shepherd.—A. No, it will come in 
the next year. 


By Mr. Sommerville: 
Q. I was just looking to see what it was in Swift’s. I see Swift’s statement 
is based on lower of cost or market. 
The Witness: Yes. 
Mr. SomMERVILLE: They do not make any other deduction. 


By Mr. Kennedy (Winnipeg): 

Q. Mr. Shepherd, referring to exhibit A which is the consolidated balance 
sheet of Canada Packers for the year ending March 29, 1934—I just wanted 
to clear up a point for my own satisfaction,—you find these items in the list 
of liabilities, surplus on appraisals $5,000,000, reserve for depreciation, $6,000,000 
odd, carried along to the total liability column, $12,000,000 odd, which leaves 
the net result on the bottom as a surplus of $4,654,581.65. As a matter of fact, 
assuming all the other figures are correct, would not the real surplus be the 
same, $4,654,581.65 plus that $12,549,127.242—A. Oh no, because taking the 
gepretiation reserves, that is a reserve for the purpose of replacing wasting 
assets. 

Q. Yes; but has not depreciation been taken into consideration on the 
assets already?—A. No. 

@. Not taken into consideration at all?—A. These reserves might be 
deducted from the assets and the assets show—no, it is just a matter of 
presentation. 

Q. Then, a correct reflection of the assets would be $18,000,000 odd less 
the reserve for depreciation, $6,000,000 odd?—A. Less both of them; but of 
course, you would have to show all these. Of course, it is immaterial whether 
the assets are on the liability side or deducted on the asset side. 

_ Mr. Senn: As a matter of fact, the cost of repair does not go on the depre- 
ciation account? | 


The Wirness: No, that is a direct charge on operation. 


wake 


. P } 
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Mr. SOMMERVILLE: It is not in here at all, because the repairs are some- 
thing entirely separate. 


By Mr. Kennedy (Winnipeg): 

Q. Let me apply this test: Suppose you increased that item of reserve for 
depreciation by the amount of the surplus, you would make all your surplus dis- 
appear?—A. Then you would not be able to pay any dividends because you 
would not have any free surplus. You would have to show a deficit. 

Q. In so far as a sheet like this is concerned, by increasing your reserves 
for depreciation up to the amount of this apparent surplus, your surplus would 
disappear?—A. I do not see how you could. These credits— 

@. Reserve for depreciation? I assume either you can further increase it 
or decrease it?—-A. But there is a basis there. It does bear some relation to the 
facts. The purpose of a reserve is to replace the— 

Q. I understand—_A.—fixed assets at the end of the period. 

Q. You say there must be some basis. Have you examined into what the 
basis is that they have set up the reserve for depreciation?—A. Yes, we have 
examined into the basis. 

Q. It is a conservative basis? 


Mr. SOMMERVILLE: He says it is a liberal one. 
The Witness: I have already dealt with that. 


Mr. SOMMERVILLE: He said it is so liberal it will wipe out everything in 
three to four years. 


By Mr. Senn: 


Q. If I am not getting away from your brief, I should like to ask you one 
question. A short time ago you stated the amount of net income from year to 
year and its percentage to the total sales?—A. Yes. 

Q. Would it be possible to give us that net income per pound of sale?—A. 
r think it would be possible, yes. 

Q. There is an impression abroad that a very large proportion per pound is 


made by the packer. I think it would be in the interest of the committee if you 
could reduce that to the amount per pound of sale?—A. I think those figures are 


_ 


in the published reports of the company. We can get it, but it will take a little 
time to get it. 


Mr. SOMMERVILLE: Proceed. 


The Witness: Depreciation.—The following are the prevailing rates used 
by the company in computing depreciation on fixed assets: 


PCL Sa leet ser ete enema epenenaranrer erate 24,5 and 10% 
Machinery. . sch t  Ce CARE ORR prone gh Sed leer Speyer 10 
Delivery equipment. . <I ERy AR OSD NAP 25 
Giese rrrniteire es reel oly age es Sie eam 10 
macksrard itos ees thee ee tees: ee 25 
(Grea wrerys Cand te PeNte ee olen” barat 10 


The values on which depreciation is based are not uniform, some being cost 
and others appraisal values with subsequent additions at cost. 


Repairs and Renewals.—While the annual charges for repairs and renewals 
appear to be high we are informed that these expenditures are necessitated by 
the nature of the business. 

Our examination of the accounts of the Toronto plant relating to repair for 
the two years ended March 29, 1934, indicated that of a total expenditure of 
$341,789 during that period approximately $54,164.84 is in respect of charges 
which might be regarded as being in the nature of renewals and betterments. 


2298 SPECIAL COMMITTEE 


Mr. SOMMERVILLE: Fifteen per cent. 


The Witness: Yes. It is just a matter of opinion as to whether certain 
things are renewals or not. 


Executive Salaries ond Bonuses—The annual salaries and bonuses of the 
major executive officers for the year ended March 29, 1934, were $73,000. 


Mr. Kennepy (Peace River): How many? 

The Witness: Five major executive officers—$73,000. ; 

Mr. SOMMERVILLE: Including salaries and bonuses. 

Mr. Kennepy (Peace River): I think we had better have those. 


The CHarrmMan: Just a moment. Would you leave that until Mr. McLean 
or whoever represents the company is a witness and can have an opportunity to 
express his wishes in the matter? 


Mr. Factor: Mr. Chairman, we have adopted the policy in connection with 
the tobacco inquiry. It does not make any difference to me whether you disclose 
it or not, but why mete out different treatment to these people? 

The CHamrMAN: Suppose we do as we did with the tobacco people. They 
were on the stand, Mr, Miller was a witness and the president of the company. 
A representative of the company was on the stand. When a representative of 
this company is on the stand it will then be for the committee to say whether 
they want to hear this evidence or not. 

Mr, Kennepy (Peace River): Give us the lump sum, 

The Witness: $73,000. 


Invested Capital_—In exhibit “C” we submit a statement showing the rela- — 
tion which the net income bears to the average invested capital during the period 
under review, based on the annual balance sheets and profit and loss accounts 
as certified to by the company’s auditors for the period from August 15, 1927, 
to March 30, 1933. For the year subsequent to March 20, 1933, we have adopted 
the company’s tentative balance sheet as at March 29, 1934, and profit and loss 
account for the year ended March 29, 1934, both of which are subject to the 
completion of the auditor for the year ended on that date. 

On the basis of the company’s annual accounts the percentage of net 
income to the average invested capital is as follows:— 


NET INCOME | 
n,m, 


Average Percentage 
Fiscal year ended Invested Amount to invested 

Capital Capital 

$s ets. $ cts. % 
TARE CO STUSA eh suet + MO NS kan de aly case lee take 11,928,282 79} 1,451,179 76 12-17 
EET OU ROS oa o le ick RE a ie nw ING Site it has 11,637,494 49 607,671 96 5-22 
March Sh t0c2. ta)”. dyna suae cel faith” Pate - 11,634,800 77 384, 302 51 3-30 
Meret 20s 9ST Ui8e. d,s el ase . hat ack. ore as 11,578,447 09 838,111 76 7-24 
DL ATER ee kU sae Skee MR ONE aK a iS Sl 5 ie ea 11,056,261 45} 1,552,071 40 14-04 
Mareh 2771029 Sa homet nhs. ik RN ade atis,: cheese 9,918,379 84! 1,503,297 58 15-16 
Period from August 15, 1927 to March Dh OOS. vak cake Nee 8,605,676 12} 1,028,697 64 *19-12 
MOA) ins oss ene AR te Boch hacthaupaeea 76,359,342 55) 7,365,332 61 

Aversee for Periad <4. be, ~~ 10,908,477 51] 1,111,748 32 *10-20 


* Adjusted to annual return basis. 


In the following tabulation we show the adjusted net income of the com- 
pany after the elimination of certain charges and credits which we consider 
from operations extraneous to the packing house and its related businesses and 
the percentage of the adjusted net income to the average invested capital of the 
company, 
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Mr. Sommenrvitte: That will be copied in the record. 
The WITNESS: Yes. 


Adjusted Net Income 


Average 2 

Fiscal year ended Invested Percentage 

~ Capital Amount to invested 

Capital 
$ cts. $ cts. % 

Sag Sie #8 2 a 0 2 er Ce ae 11,928,282 79} 1,399,064 44 11-73 

Cu GS OER (Oh © ie a Pe ee er ce Ce ee ee ere Orie 11, 637,494 49 634,875 94 5-46 

BP OA MOD eet hee ee Bian sei e Pes See g Op pe pv hee « Oa o busty hs 11,634,800 77 449,637 00 3°86 

UCI Ty, AUS Lee ers ch ovale «nae eee Shee teas see be a6 Sues 11,578,447 09 863,844 44 7-46 

Meg eae AUS PEE 2 BS Soe ee ar 11,056,261 45} 1,771,698 85 16-02 

ES Ry ae heat eS ae See SPN wee en OO 9,918,379 84| 1,483,434 17 14-45 

Period from August 15, 1927 to March 28, 1928............... 8,605,676 12} 1,103,766 60 *20 52 
oh ES FoF egy Gp Seale CON cy, EONS fy OO: Neen Pla APES Oe eet 76,359, 342 55| 7,656,321 44 

Average TOP period <2 Ako). cy ibs Sie se Peewee Ke 10,908,477 51) 1,155,671 16 *10-59 


ne ee EEE EE nSEEnSSE nESIEEInEESS SRE 


* Adjusted to annual return basis. 


By Mr. Sommerville: 

Q. There is not much difference?—A, -39 per cent, a little higher. 

Q. The percentage as adjusted for net income is 10:59?—A., Yes. 

Q. Instead of 10-20?—A. Yes. In connection with the company’s major 
holdings in the capital stock of certain other companies which are treated as 
investments the following summary shows the number of shares held and values 
at which they are carried on the books of the company as at March 29, 1984, 
the original cost and the amounts written off the original cost:— 


ee 00—0—0—9$980—090aSsqao. \anuu0u0aom?> 


Book 
Name of Company Number Value Original Amounts 
of March 29, Cost Written 
Shares 1934 off. 
Common $2 ots: $ §~= cts. $ cts. 
Perera SLOPOr, Lillie. bss. so aces Wee see neces © 7,900 | 102,489 05} 198,214 99} 95,725 94 
Ston sudishopyaimited «04, ivy APN Hse 6, 8223 3 00| 378,759 45| 378,756 45 
TEN a MBE Ah ito Gis Ea Bi oe Sage een ana og 5 Sarge oes 439 1 00} 438,900 00} 438,899 00 
Capital 
Union Stockyards of Toronto, Limited............... 4,686 | 468,600 00} 468,600 O0|........... 


a 


Q. The amounts that have been written off for the three companies to 
which you refer total how much?—A. $518,380. 

Q. That would be written off out of earnings?—A. Charged against profits, 
yes. 

The CuamrMAN: That would be before the net profits that you have just 
recited? 

The WITNESS: Yes. 

Mr. Factor: What is the total amount of investment in the other com- 
panies? How much is the total of the investments? 

Mr, SoMMERVILLE: The original cost? 

Mr, Factor: Yes. 

The Wirnsss: $1,089,474.44. 

Mr. Sommervinte: There is $508,380 written off, about 50 per cent? 

The Wrrness: $518,000. 

Mr. SomMMERVILLE: About 50 per cent? 
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The Witnuss: Yes, approximately, 

Mr. Factor: Where is it shown in the consolidated balance sheet? 
The Witnesss The investment? . 
Mr. Factor: Yes. 

The Wirness: Sundry investments and mortgages, 

Mr. Facror: Is that the amount? 


The Witness: Yes. It is not the exact amount because there is other 
material in there, mortgages and so on. 


By Mr. Sommerville: 

Q. In other words, the various items that they have written down cost _ 
$1,000,000 odd?—-A. Apparently. 

Q. The entire Stop and Shop stock has been written off?—A. Yes. 

Q. The entire amount for the Stop and Shop has been written off?—A. Yes. 

@. And 50 per cent of the amount paid for the Dominion Store shares have 
been written off?—A. Yes. 

Q. And the entire Folkard Canning Co. Ltd. shares have been written off? 
—A. Yes. 


By Mr. Factor: 

@. What is the principle adopted in writing these values off in relation to the 
market value?—A. The Dominion Stores were written down to market some time 
ago and have since gone up. The others, I take it, are written off because the 
company assumes they have no value, or they had no value at the time they 
were written off. | 

Q. Have these stocks written off no value now? For instance, has Stop and 
Shop no value?—A. I believe Stop and Shop have. 

Mr. Senn: Are they paying dividends at all, can you say? 

The Wirness: Dominion Stores are but Stop and Shop is not. 


By Mr. Sommerville: 
@. Union Stock Yards are not written off?—A. No, full value. 


By the Chairman: 

Q. What about these two chain store organizations—A. They would sell to 
them, but I do not know to what extent. They are two of their largest cus- 
tomers. | 
Q. They are the medium through which they distributed their goods to the 
public?—A. Yes. 


By Mr. Sommerville: : 

Q. All right, go ahead—aA. In addition to the above investments carried in 
the balance sheet it appears that the company owns 16,900 shares of £1 each 
of John Loudon and Company, Limited, a firm of meat importers of London, 
England, in respect of which we were unable to find any record of either the 
purchase of these shares or the income, if any, received therefrom. 

Q. You did not find out when they were acquired?—A. No. 

Q. These shares amount to about $80,000 in the John Loudon Company of 
England?—A. That is the par value. 

@. And they do not appear on the books as having been purchased?—A. No. 
“At March 29, 1934, profits amounting to $191,116.22 which represent the net 
realized profits and losses on the purchase and sale of investments, had not been 
credited to surplus and remained in the accounts as a deduction from the book 
value of the investments. 

Q. What does that mean?—A. That means that there is a reserve of $191,000 
to be applied against the book value, and is applied in this balance sheet, which 
reserve was built up through certain trade profits less losses. 
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Q. Where is it applied in the consolidated balance sheet?—-A. Sundry invest- 

ments; and part of it is applied on government and municipal bonds. 
A pe In operating—buying and selling certain investments they make a profit? 

—A. Yes. 

Q. And that profit does not go into the surplus account?—A. No. 

Q. But they apply that profit in reducing the book value of the investments 
they hold?—A. Yes. 

Q. And in that way gradually wiping out the book value of the investments? 
—A. Well, I suppose ultimately if these profits amounted to the total of the 
investments they would. 


Mr. Facror: Have they written them off? 


By the Charman: 

Q. Let me put it this way: sundry investments and mortgages at book value 
$579,000. If this item of $191,000 had not been written off then it would show 
sundry investments and mortgages at book value as $579,000 plus $191,000?—A. 
Perhaps not plus $191,000 but plus some part of $191,000, because the reserve 
is also applied against government and municipal bonds to some extent. 

Q. Exactly?-—A. I do not know the exact distribution of the reserve. 

Q. But what portion of it—A. $10,000 is against the government bonds. 

Q. In other words, it would show the value of these investments as $579,000 
plus $181,000?—A. Yes. 

Mr. Factor: Where does the amount disappear to? It does not show in 
the surplus $4,000,000. 


The Witness: No. It is used as the reserve to reduce its assets. 


By Mr. Sommerville: 

Q. Some day when the assets are sold the assets will realize a larger amount 
than is shown in the balance sheet. That is the only way in which it would be 
reflected?—A. Yes. 

Q. We had a similar thing in connection with the tobacco dividends; we 
had the dividend from Tuckets of which $250,000— 

Mr. Factor: In the case of tobacco it was plainly stated with regard to 
non-disbursed surplus, and here it is carried. 

The Wrrness: In order that there should not be any misunderstanding 
there is $125,000 of profit made on these trades which has gone into profit and 
loss account in addition to this $190,000. 


By Mr. Kennedy (Peace River): 

Q. There is one question I would like to ask. With regard to the year 
1931 I believe the net income to percentage to invested capital was 3-30 per 
cent?—A. 1931? No, that is 1932. 

Q. 7-24°—A. Yes, 1931. 

The CHAIRMAN: 14:30 is for 1934. 

Mr. Factor: There is a mistake here. 


By Mr. Kennedy (Peace River): 


Q. 1930 is 7-242?—A. They have dropped a line there. 

Q. What should it be?—A. 1929, 15-16; 1930, 14-05; 1981, 7-24. 

Q. Take that 7-24. Here is a statement in the fourth annual report balance 
sheet of the 26th March, 1931. The most striking feature of the balance sheet 
is the reduction in bank loans within the year. March 27, 1930, bank loans are 
stated at $5,902,921.97. In addition the company was operating by special 
loans $1,750,000, or a total of $7,652,921.97. In March 26, 1931, total bank 
loans $1,616,394.48, a reduction within the year of $5,536,527.49. Is that 
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included in the 7-24?—A. It has nothing to do with it; one is operations and 
the other is reduction of assets. 

@. The company starts off with loans of $7,000,000 and pays off within the 
year in operations $5,000,000?—A. Well, it might have had an inventory of 
$10,000,000 to commence with and cut it down to $5,000,000. I do not know 
whether that is so. 

). If it was made through the operations of the company during the year 
without a sacrifice?—A. It could not be because the operations only resulted 
in a profit of $838,000 and the depreciation $750,000 would be one million and a 
half. You say the bank loans would reduce. 

Q. Five and a half million?—A. The rest must have come from a reduction 
in the current assets or increase in the current liabilities. | 

(. How did they make the money to pay the bank loan? You cannot pay 
bank loans without money?—A. In that year they reduced their inventory 
$4,100,000. 

@. That is, the stock was falling fast and they bought it cheaper?—A. No. 
They sold $4,000,000 worth of inventory. 

Q. Less goods in storage?—A. There would be a difference. 

@. Well, I would like the information?—A. That is the explanation. They 
have realized on their inventory in the form of cash—inventory was turned into 
cash, and the cash was applied in reducing the bank loan. 


By Mr. Sommerville: 

. Let us have the inventories at the beginning of the fiscal period 1931 and 
the inventories at the end of the fiscal period?—-A. The inventory at the com- 
mencement is $10,188,568 .34. 

Mr. Factor: Commencing 1930 or 1931? 

The Witness: 1931. 


By Mr. Sommerville: 


Q. As at what date?—A. The end of 1930, March 27th, $10,188,568 .34; 
and the inventory the next year is $5,912,970.05. 


By Mr. Kennedy (Peace River): 


Q. Yes, but there was a big drop in prices in the meantime. I do not think 
that shows it?A. Of course, I cannot pin it down to any specific item. You 
would have to take a balance sheet at the beginning and end of the periods and 
take the net current assets—the whole of the current assets less liabilities and 
determine the balances, and that must be the amount. 


The Cuairman: The total current assets at the end of March, 1930, were 
$17,000,000 odd and for 1931, $11,700,000. There is a reduction. 


Mr. Kmnnepy (Peace River): I can see that all right. The price of the 
finished product dropped a lot more slowly than the price of cattle and hogs. 
That is the reason, in my judgment, why the bank loans were paid off; and, 
of course, the inventories show the drop because of the lower price at which 
they bought material; it was not by sacrificing the amount in hand. 

Mr. Sommervitte: Your thought was that the inventories on the 26th 
March, 1931, represented lower values than some inventories the previous year. 

Mr. Kennepy (Peace River): You do not pay off bank loans by that 
method; you pay them off making a certain profit on the year’s operation. 

The Cuatrman: Of course, there is an important point there, What Mr. 
Kennedy is questioning is the basis of valuing the inventory at the end of 1930 
and the following year 1931. 

Witness: Yes, sir. I realize that; but, of course, the payment of bank loans 
has nothing to do with the current operations ; 1t is a question of getting cash 
from some course to repay them. 


Z 
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Mr. Kennepy (Peace River): I cannot go to the bank to pay off loans and 
say, ‘‘I am sorry, my inventories are down”; I have got to produce the cash. 

The Cuarrman: I think you had better ask the company’s representatives 
when they come on. 


By Mr. Factor. 


Q. I feel as Mr. Kennedy does. We are not technical experts. I would 
like some explanation of it. I do not think I can agree with Mr. Kennedy, 
but I cannot understand the explanation?—A. The simplest way to do it would 
be to let us prepare a tabulation showing the difference between these assets 
for the two years. 

Q. It all depends upon what basis the inventory was built at, say, the 
end of 1931. What would the inventory consist of in a business of that kind, 
speaking generally?—A. Packing products. 

Q@. The processed products?—A. Not necessarily; principally processed. 


By Mr. Young: 


Q. It would not include the live stock paid for and not yet killed?—A. Yes, 
but there would not be a very large amount of that. 


By Mr. Factor. 

Q. That is principally on processed products. Mr. Kennedy’s argument 
does not hold good, because it does not make any difference what they paid 
for their hogs and cattle if the inventory is carried on the processed product. 
What principle is adopted in valuating the processed product in the inventory ?— 
A. Lower of cost of market. 

Q. I would like the auditor to investigate this point of the payment of the 
loan of over $5,000,000. Was it actually paid by writing off assets, or where 
does the money come from?—A, Well, I don’t know. 

The Cuatrman: If you take your sales for the two years, it would indicate 

whether or not there was an extraordinarily large sale that year. 

Mr. Factor: I would kind of like to know if the profits of that year were 
for that amount. 


Mr. Kennepy (Peace River): Would they be used to pay for bank loans? 


By Mr. Sommerville: 

Q. Perhaps the auditor will this evening neeDBne his statement on that 
for us?—A. We can get a statement. I may say that we have the whole picture 
here, but it is for the whole period; it would answer the question exactly, but 
we have got it taking the whole net income, whereas if we had that year by 
year we could answer your question in any specific year, 


By the Chairman: 

Q. Well, take the question asked by Mr. Kennedy (Peace River) and 
Mr. Factor, and work out a table to show the answer?—A. What particular 
year is it you want? 

Mr. Kennepy (Peace River): 1931. 

The CuHarrMan: It is the year between March 27, 1980, and March 27, 
1931, that is wanted. 

The Witness: Yes. 

The CHatrrMan: All right, Mr. Shepherd, proceed with your statement. 

The Witness: In addition to the foregoing the face value, $1,672,600, of 
of the bonds of The Harris Abattoir Company Limited, William Davies Com- 
pany, Inc., are carried in the books as $1,573,001.30, the difference, 99,598.70, 
representing a profit on purchases by Canada Packers Limited of bonds of its 
subsidiaries. 
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By Mr. Sommerville: 

@. Where would that be shown in the balance sheet?—A. They are shown 
by the net figures. 

Q. That is in the Consolidated Balance Sheet?—A. It is in that $1,486,655. 

Q. All the stock of the Davies Company and the Harris Abattoir Com- 
pany are shown at cost less reserve?—A. Yes. 

Q. That is, $1,486,655.49?—A. Yes. 

Q. These have a face value of $1,672,600?—A. Yes. 

Q. And these are the bonds of their own companies?—A. Yes, which they 
acquired. 

Q. Which they acquired for $1,573,001.30—in other words, they made a 
profit?—A. They are carried on the books at $1,573,000 and the $99,000 is 
deducted from that figure. 

@. And the $99,000 profit—?—A. No, $99,000 deducted from the $1,573,000. 

@. No, the $1,573,000 deducted from $1,672,000?—A. The $99,598 is the 
difference between the par value and the book value, and this book value is still 
further reduced by $86,345.81. 

(. So that these bonds are carried in the consolidated balance sheet at a sum 
which is less than the par value by the amount of $186,000°’—A. Approximately. 

Q. And these are the bonds of their own companies?—A. Yes. 

(). About the par value of which there can be no doubt?—A. The par 
value is set up. 


By the Chairman: 

Q. Now, tell me—leaving for the moment the $99,000 out of the picture, but 
taking the difference between the book value $1,573,000 and the disclosed value, 
$1,486,000, which is a difference of $86,000—is that charged against earnings?— 
A. It is the application of a reserve that is set up on the books. It arises from 
bond discount reserve from some years back due to purchasing their own bonds. 

Q. No, no; but, wait—that would apply to your first shrinkage of $1,573,000 
from $1,672,000?—A. It is an old reserve carried forward from the prior com- 
pany’s accounts. 


By Mr. Sommerville: 

Q. The old reserve?—A. The 86,000. 

Q. The old reserve that they acquired when they bought the assets was some 
$86,000, and this amount is carried as against this plant?—A. And is applied. 

Q. And is applied on these bonds?—A. Yes. 

Q. What is the effect of that, carrying these bonds and showing them in 
this way at $185,000 less than their value?—A. Well, the effect is that if the 
bonds were hold this $185,000 would have to be credited to surplus or some other 
reserve account. 

@. It reduces your surplus by that amount?—A. Yes. 


By the Chairman: 

Q. May I ask, has that reserve which was brought forward in the books 
been wiped out?—A. No, sir. It is still carried and applied against that invest- 
ment. 

By Mr. Sommerville: 

Q. It does not appear in the reserve?—A. It does not appear in the balance 

sheet, it is deducted from the assets. 
By Mr. Factor; 


_ Q. How long can you carry reserves like that? That is the second illustra- 
tion of carrying reserves in relation to stock investment. How-long can a 
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company carry reserves of that kind?—A. I do not know that there is any limit 
of time. 


By the Chairman: 

Q. Of course, as long as it is shown on the books and carried along year 
after year there is no criticism of it; but if it is written off, then, of course, it 
impinges upon earnings?—A. No, it would increase your earnings, because reserve 
is credit. . 

Q. Yes, but if your purchase value were $1,573,00, and then you apply that 
reserve to it, and reduce your assets right down to this $1,486,000, it would 
affect your earnings for that year?—A. What it would affect is, if you sell these 
bonds, you would have on the liability side $1,672,000, and you would only 
have $1,486,000 to do it with; and to balance it up, you would have to have a 
credit to surplus. 


By Mr. Sommerville: 
Q. A profit would then be disclosed in that particular form?—A. Yes. 


By the Charman: 

Q. But as I understand it now, it is carried at $1,573,000 as an asset, but 
on your liability side is a reserve set up of $86,000?—A. It is applied in this 
balance sheet. 

Q. But it remains in the book in that form?—A, Yes. 

Q. Well, there is no criticism of that. 


By Mr. Sommerville: 
Q. Is that what you call a secret reserve? 
The CuairnMAN: It is undisclosed as far as the balance sheet is concerned. 
The Witness: It is not disclosed. 


The CuatrMan: It really ought to be disclosed; it ought to be $1,573,000 
less the reserve set up. 


The Wirnsss: It is common practice. 


By Mr. Sommerville: 

Q. Yes, Mr, Shepherd?—A. General reserves: In April, 1928, the Company 
wrote up the valuation of the inventories from lower of cost of market, to cost 
and transferred the difference $586,268.95 to “ General Reserve.” From time 
to time additions to this reserve were made out of profits and by transfers of 
the surpluses in sundry minor reserves. At the end of each fiscal year from 
1929 to 1932 the Company spread this reserve on the Balance Sheet as a reduc- 
tion in the Inventories and Accounts Receivable and an addition to Accounts 
Payable. 

Q. Wait a minute: up to 1932 this reserve which was in excess of half a 
million dollars’ worth was not shown in the balance sheet as a general reserve, 
but apparently was deducted from inventories and from accounts receivable? 
—A. Yes. 

@. On the one hand applied as an addition to accounts payable; on the 
other—? —A. Yes. 

Q. In that way it appeared on the books, but did not appear in the balance 
sheet?—A. Not directly, 


By the Chairman: 
Q. Well, where is it now, what has become of it?—A. Most of it, I think, 
has been used up in bringing the inventory down to lower of cost or market. 
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By Mr. Sommerville: 


Q. At any rate, up to March 30, 1933, that was the position with respect 


to that general reserve. Now, what happened then, Mr. Shepherd?—A. At 


March 30, 1933, the Company reverted to the policy of valuing the inventories © 


at lower of cost or market, and an amount of $615,000 was transferred to Profit 
and Loss Account from the General Reserve, which, before the transfer, 


amounted to $840,457.71. At March 29, 1934, the balance of the General Reserve, © 


$225,457.71, was transferred to Profit and Loss Account. This was used: to reduce 
the inventory formerly being carried at cost, 


By Mr. Kennedy (Peace River): 
Q. How much was it, $600,000—what?—A. That is, $615,000. 


By the Chairman: 
Q. Will you make clear to myself and my colleagues just what effect that 
inventory had on the profit and loss account?—A, Let me take the balance sheet 
first, it would not have any effect on the balance sheet. 


By Mr. Sommerville: 
Q. Because it was already there?—A. Yes. But here they credited $615,000 
to profit and loss account, which would reduce the cost value at which the 
inventory was included to lower of cost or market. 


By the Chairman: 

Q. What would be the effect upon the profit and loss account?—A. To lower 
of cost or market, if this were done consistently, it would not have any effect, 
but it would affect the figures in the profits for that year if the commencing 
inventory were at cost. — 

Q. That is the point I am getting at. For that particular year this profit 
and loss account would show a diminution of $615,000, and a corresponding 
reduction of inventory in the assets?—-A. The $615,000 was a credit for the 
very purpose of offsetting that. 

Q. A credit, where?—A. In the profit and loss account, to offset that 
diminution. 

Q. It had already been shown as an earning?—A. Yes. 

Q. It was carried forward in the profit and loss account?—A. Carried for- 
ward in reserve, being taken out of profit and loss account under prior purposes 
and credited to reserve—now it is brought back and put in a profit and loss 
account to offset these losses in the inventory value. 


By Mr. Sommerville: 

Q. Inventory values dropped by the amount of $615,000 and this amount 
was brought back into the profit and loss account to offset that drop?—A. That 
iS so. 

Q. Is that the full effect of it? 


By Mr. Factor: 

Q. May I ask something which may appear a foolish statement—I hope 
not—is there any way that you can prepare a statement for us showing the 
eross receipts by this company since 1929, and showing the gross profits?—A. It 
is right. there. 

Q. Right where?—A. I think you got that, under net income. 

Mr. Factor: I am somewhat, shall I say, perplexed. I cannot figure these 
things out. Just as a plain man, is there any way in which you can prepare 
a statement showing what profits this company has made since 1929, including 
in that all reserves which you as an auditor consider are reserves which should 
not have been taken out of profit and loss account, if I may put it that way? 
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For example, in another industry which we were investigating we got a picture 
of the financial situation by a plain statement of what the profits were. Is there 
any way you can do that? 

The CHAmRMAN: What you mean, Mr. Factor—and I think it is very 
desirable that we should have it—is not so much what the net earnings are 
or what the net income was after depreciation, but rather what the gross income 
was and then the disposition of the gross income? 

Mr. Factor: Exactly. 

The CHAIRMAN: Whether reserves or dividends or whatever use may have 
been made of it. 

Mr. Factor: Yes. If the sales for the year were $100,000,000, just figure 
out the gross returns on those sales and figure out how you arrive at the net 
returns. 

The Witness: It is done here, only these start from the net income and 
show exactly what happened to it. 


By Mr. Sommerville: 

Q. You start from the net income. Take this statement you have pre- 
pared showing the disposition of the net income from the various packing 
companies. Will that help clear up the situation?—A. That shows exactly 
what the net income was and what happened to it. 

Mr. Factor: That is not what I mean. I don’t want the net income. I 
want some statement to show how you have arrived at the net income. 

The CHAIRMAN: You want the disposition of the gross income. That is 
really what you want? 

Mr. Facror: Yes. ; 

The WITNESS: Well, I would say in the case of Canada Packers you can- 
not get the gross income because the accounts are departmentalized. 


By Mr. Factor: 

Q. Is there no way of accumulating that?—A. Yes, you could accumulate 
them, but they have got eight plants, some sixty departments, and there are 
thirteen periods in a year, thirteen fiscal periods. 

The CHARMAN: May I make a suggestion to Mr. Shepherd and I think 
probably it will meet what is in Mr. Factor’s mind and also in my own. If 
Mr. Shepherd will take the analysis he has made here of these different sums 
that you notice referred to as rather out of the ordinary, and formulate them 
into a statement indicating where they are arrived from, what disposition was 
made of them and what effect they have upon the gross earnings of the company, 
I think it would assist us. | 

The Wrrness: All the reserves mentioned? 

The CHAIRMAN: Those items you have mentioned here. 


By Mr. Factor: 

Q. There is a statement Mr. Shepherd made that I cannot understand. 
You say you cannot prepare a statement to show the gross income of Canada 
Packers for one year, say the year 1933, showing what the gross income is?— 
A. Just what do you mean, sales? 

Q. Well, I mean sales?—A. You have got the sales. 

Q. What would the gross income be, as an auditor—A. I would say sales 
less cost of sales. 

Q. Exactly. That is exactly what I mean. Can you prepare a statement 
showing sales less cost of sales?—A. The books of Canada Packers are not 
designed to show that. They show departmental figures. 
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By Mr. Sommerville: 

Q. Is this not the situation: All the various plants are operated indepen- 
dently ?—-A. Yes. t 

(. And all the various departments in these plants are operated indepen- 
dently, and each department sends in its net position, not the gross less so much? 
A. Exactly. 

@. And what comes into the head office is the net position, and it was the 
net position that you had to work on?—A. Exactly. 

Mr. Facror: It certainly does not present a picture to me at all, talking 
very plainly. I could see a picture, if there were $100,000,000 of products sold, 
and it cost $85,000,000 or $90,000,000 to produce those products, that there is a 
gross return of $10,000,000; then some statement would show how that gross 
return was disposed of. 

The Witness: Well, in order to get that you would have to practically 
rewrite the books. That is what we tried to get. 


By Mr. Sommerville: 
Q. That was obtained in Wilsils and Gainers where you had single entry? 
—A. With smaller companies you can get it. 
€. But when one office receives from many departments and many plants 
just the net position, then you would have to go back into those various plants 
to get that?—A. Yes. 


By Mr. Factor: 

@. Then you have had no opportunity, as an auditor, of examining the net 
position of these individual departments; you just took the net positions as the 
head office received them. and you have prepared a statement of the net posi- 
tion, and we have to go by that?—A. We say that, yes. We have tested. 


By Mr. Sommerville: 
Q. You did examine Toronto and Hull, two plants?—A. Yes. 
Q. But not the others? 


By Mr. Senn: 
@. Do I understand that a certain amount of the profits made from each 
of these plants are set up in a reserve for those individual plants?—A. Oh, no. 
Q. I can’t see why you can’t get the gross income, that is, the gross profits? 
A. Well, for the reason that I mentioned, that you have got to consolidate this 
enormous mass of figures on an entirely different basis from the basis in which 
they are presented in the books. 


By Mr. Kennedy (Winnipeg): 
Q. Could you get it by going to the individual plants?—A. You could get 
it by tabulating the figures. 7 
Q. From the individual plants?—A. From the individual plants. 


By Mr. Sommerville: 

Q. It would mean tabulating the figures for thirteen accounting periods in 
each year?—A. Yes. 

Q. And the period is every four weeks?—A. Yes. 

Q. The net position every four weeks is sent in?—A. Yes. 

Q. You would have to go into each of the plants and take the statements 
of assets and liabilities, or operations and costs for each of these periods?— 
A. Exactly. 

Q. Going back of the net figures?—A. Yes. To give you an example, it 
took four men four weeks to tabulate the figures for one year in Toronto. We 
tried to get that. 


- * . . 
F 
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By Mr. Factor: 
j Q. After having received the net position of the individual plants?—A. No, 
this is the Toronto plant. 
Mr. SoMMERVILLE: ‘The one plant. 


By Mr. Factor: 


Q. You examined the Toronto plant?—A. To tabulate these figures at the 
Toronto plant. 


By Mr. Sommerville: 

Q. It took four men four weeks to tabulate the figures in the one plant? 
—A. It virtually means rewriting the books. 

Q. The reason for that being that in packing house practice, departments 
are conducted individually’?—A. Yes, in the larger packing houses. 

Q. In the larger packing house industry; I think the same thing applies in 
Swifts, does it not?A. Yes. 

Q. And the same thing applies in the large packing houses on the other 
side?—A. In the States, all of them. 

Q. Each of these departments being conducted as separate departments 
and only the net results go into the head office?—A. Yes. 

Mr. Senn: Does the head office not know the position they are in, in 
that respect? 


By Mr. Sommerville: 

Q. The head office has no consolidated statement of the operations of the 
various branches?—A. No. 

Q. No, none of them have. Each branch has its own statement prepared 
every four weeks. 

Mr. Factor: A very curious system. 

Mr. SoMMERVILLE: It is. 

Mr. Kennepy (Winnipeg): Would the auditor’s statement of the individual 
plants show the position? 

Mr. SommeErvinuLE: There are none, except inside auditors. 

Mr. Kennepy (Winnipeg): Whether they are inside auditors or not, would 
it not show the position? 

The Wirness: They were checking the figures as produced. 

Mr. Heaps: It is not really an audit, is it? 

The Witness: Oh, yes. 

Mr. Heaps: Internal audit. 

The Witness: Well, they may be. 

Mr. SOMMERVILLE: Just an internal audit. 

Mr. Heaps: By their own employees. 

Mr. SomMERVILLE: The consolidated audit that is spoken of if a consolidated 
audit only of the statements that come in from the plants, accepting those 
plants’ statements as a basis, and not going back of them. 

Mr. Factor: I understand. But to put it rather plainly, if I wanted to 
know what happened when the Canada Packers, say in the year 1933, sold 
we will say $80,000,000 of goods, and wanted to know what happened, what 
they paid for them, what labour went in, what other items went into that, it is 
impossible to obtain it. 

The Witness: To get the aggregate, yes, unless you spend an enormous 
amount of time to get it. They treat these departments on what almost might 
be called a basis of individual businesses. The man running the department 
is responsible, and he either makes a profit or a loss. 
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By Mr. Factor: 

Q. You were the auditors for Burns & Company. Did you recommend 
that system of bookkeeping?—A. No, I can’t say that I did. But it is the 
system which is in effect, as far as I know, in all the larger packing companies. 
It is a system designed because the operators get the information they want. 
The information is not being got for outsiders or for the shareholders. It is 
to assist the operators, and that is the way they want it. 

(. Under that system, even the head office has not a complete picture of the 
individual branches?—A, Well, perhaps somebody else could tell you more 
about that than I can, 


By Mr. Sommerville: 

Q. They have a picture of the results?—A. Yes. 

Q. But perhaps, Mr, Shepherd, starting from the net returns, you have 
built up certain figures that may be helpful to us, and that is where I think 
my friend, Mr. Factor, and the members of the committee may get considerable 
help. Look at this disposition of the net income for the period from 1927 to 
1934: | 

INVESTIGATION OF PACKING COMPANIES 
Disposition or Net INcoME ror THE PERIODS REVIEWED 


Swift Cana- Wilsil Gainers , 
Canada dian Co., | Limited, | Limited, | F: Hunni- 
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ss ’!| five years ended ended Dec. 31 
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Pe Oct. 28, 1933 1933 1933 
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Decrease in Working and Sundry 
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traneous Profits, New Capital and 
Decrease in Working and Sundry 
A SGC Laos wea reals OW, es 13,007,187 42 | 5,996,077 54 | 714,336 68 | 441,957 72 6, 607_84 
Deduct Balance retained in the 
business as: 
Working Capital. eee 6,020; 99789" |... 9) Re. 281,955 95 | 24,861 30 1,472 19 
Prepaid Mixpenstesi 0. Ane 2a, Racal eit Sere den AA) ao tee Maeda alt y enn aa! 540 21 353 09 
Hitod wAsnetaice: 4) sn hit ee 380,883 98 | 1,334,337 10 | 221,380 73 | 232,684 21 4,782_56 
Cash in Hands of Sinking Fund 
Trastéés:. fs. 8s oe PSR cata ate 49,933 _20\ 17 oena weit bck Paaeed Skene Th el el Le ee eee 
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Repayment of Balance due to 
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First of all, you start with the net income for the period from August 15, 1927, 
to March 29, 1934, of $7,365,3832.61?—A. Yes. 

@. Then you add to that the amount that has been credited to reserves, the 
net amount?—A. Yes. 

Q. And that is $4,587,321.10?—A. Yes. 

Q. Then you add to that extraneous profits, net, of $360,348.30?—A. Yes. 

Q. That makes a total net income for that period of $12,313,002.01?—A. No. 
If you will read a little further, you will see it is total net income, credits to 
reserves and extraneous profits. 

Q. That makes a total of $12,313,002.01. Then to that you add increase in 
capital and funded debt—A. Not in this. 

Q. Not in this case?—A. No. 

@. You add decrease in working and sundry assets during the period of 
$694,135.41?—A. Yes. 

Q. Why?—A. Because that is part of the amount that has to be accounted 
for. 

Q. That leaves you total net income, reserves, extraneous profits, decrease 
in working and sundry assets totalling $13,007,137.42?—A. Yes. 


By Mr. Factor: 
Q. Which means what?—-A. That is the total amount that we are going to 
account for, and here is how we account for it. This is what happened to it. 


By Mr. Sommerville: 

Q. Is this the total amount that came from earnings of the company?—A. 
Earnings or credit to reserve, principally. That is depreciation reserve that they 
are discussing. We are adding back that depreciation reserve to the net income. 
Now we are going to see what happens to it. 


By Mr. Kennedy (Peace River): 
@. It is made in the business, though?—A. Oh, yes. 


By Mr. Sommerville: 

Q. What I mean is that $13,000,000 is the total of the income plus the 
amount that has been taken out of income and credited to reserve?—A. Yes, 
which we are now putting back. 

Q. You are putting it back in?—A. Yes. 

Q. So that you show over the period a total income, including these reserves, 
of $13,007,137.42?—A. Yes. 


Mr. Kennepy (Winnipeg): Total net income? 


By Mr. Sommerville: 

Q. That is total net?—A. Yes. 

Q. Now you are proceeding to show what was done with that?—A. That 
is it. 

By Mr. Factor: 

Q. In these reserves and the other items, did you add those amounts for 
interest held back on the investments such as bonds and the stock investment? 
—A. Those had been used during the period, with the exception of a small 
amount left in the general reserve. 

@. You mean they have been disposed of somehow?—A. Yes. 


By Mr. Sommerville: 
Q. And they are not written back in it?—A. Well, they will be in the profits, 
the net income. 
Q. In the net income?—A. They will show in the net income. 


2312 i 8 SPECIAL COMMITTEE 


Q. This amount of $99,000 that has been referred to is the difference between 
the face value of the bonds and the price they bought the bonds at is not in this? 
LA INO: 

Q. Nor the $86,000 further deduction is not in this, is it?—A. It is in the 
extraneous profits. 

Q. The $99,000?—A. Yes. 

Q. And the $86,000?—A. Yes, both of them. 

Q. So they are both in there?—A. Yes. 

Q. You have written in all those things except the item you refer to in 
general reserves, which you say has been used up and it reflects itself in profit? 
—A. Net profits. 

Q. In the net profits. Then we may take it that the net position is shown 
as $13,007,137.42 in that period?—A. Yes. 

Q. Now, what disposition has been made of this $13,000,000 odd?—A. There | 
was retained in working capital, $6,020,997.89. 

Q. They have $6,000,000 odd which they are using in the business as work- 
ing capital?—A. Yes. 

Q. Out of these profits?—A. That is an increase in fixed assets of $380,- 
883.98; cash in hands of sinking fund trustees, $49,983.20. That gives you a 
total balance retained of $6,451,865.07, and leaves a balance to be accounted for 
of $6,555,272.35. That was disposed of by the payment of dividends of $2,896,- 
316.50; the reduction of the funded debt of $3,075,700 and capital stock pur- 
chases of $583,255.85. 

Q. The dividends of $2,896,000 odd is payment on the funded debt. That is — 
. bonds of—.—A. Harris Abattoir and William Davies. 


By Mr. Factor: 


Q. Have you any statements to show what the total bank loans were during 
that period?—A. They could be shown at the balance there. 


By Mr. Kennedy (Peace River): 
Q. Could you wipe out the funded debt with the reductions?—A. With the 
reductions in what? 
Q. In advances?—A. If you paid off the funded debt, yes, you reduce it 
entirely. You would turn it into cash. 


By Mr. Senn: 

Q. Was that capital stock in the form of a stock bonus? 

Mr. SOMMERVILLE: No. 

The Witness: No. 

Mr. SoMMERVILLE: The capital stock referred to is capital stock that they 
had purchased. They have used this money to purchase their own capital stock, 
redeem their own capital stock, their preferred shares, and thus reduce the 
liability on preferred shares outstanding. Now, this does not reflect itself in 
this memorandum that you have given us; that does not reflect the two and a 
half million dollars borrowed from the bank which was repaid to the bank. ~ 

The Witness: That is in the working capital. If the two and a half million 
dollars had not been repaid that would have been less. 

Q. You would have had $8,000,000 working capital?—-A. No, it would have 
been the other way. If you had shown the $8,500,000 you would have had to 
show the $2,500,000 in the disposition; but that was not a capital transaction, 
that was purely a bank loan, and is dealt with in the next figure. 

Q. That is included you say?—A. In the working capital figure. 

Q. In the working capital figure?—A. Yes. 


. ere 
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By Mr. Factor: 


Q. In the year 1931 Mr. Kennedy said, or I thought he said it had been 
repaid—A. Mr. Sommerville is referring to the $2,500,000 of the original set-up. 


Mr. SoMMERVILLE: I am referring to the $2,500,000 that was borrowed from 


the bank to buy other assets. 


The Witngss: Yes. 


By Mr. Sommerville: 
Q. And that was repaid in 1930 and 1931?A. Yes. 
@. And that, you say, is reflected in the fact that there is $6,000,000 of 


working capital?—A. Yes. 


Q. And if you take the $2,500,000— —A. If instead of taking the $2,500,000 
from the bank they borrowed it on a bond issue then it would have been shown 
below as disposed of, but it did not. 


By Mr. Factor: 


Q. Well then, the other monies that were borrowed from the bank since the 
amalgamation, have you a statement of monies borrowed, and how much of it 
was paid, and how it was paid?—A. Well, the working capital is the difference 


_ between current assets and current liabilities which takes in the bank loans at 


the commencement and end of this period. 
Q. Well then, is it your contention that all the bank loans were repaid by 
reducing assets and not paid out of earnings?—A. Oh no, I do not contend that. 
By Mr. Senn: 
Q. Those borrowings from the bank would be used as working capital?— ~ 


BA. Yes, and they are in that net figure. 


By Mr. Young: 
Q. Is this true, that at the beginning of this period you had reserves of 


$4,587,000? 


Mr. SomMerviLtE: No, they accumulated during that period. 

Mr. Youne: No, at the end of the period they had more than that. 
Mr. SOMMERVILLE: No. 

Mr. Younc: That is the total accumulation? 

Mr. Sommerrvitte: The total during the period. 

The Witness: Oh no, that is the accumulation during the period. 


By Mr. Young: 


Q. During that period?—A. Yes. 
Q. And the net profits during that period were $7,300,000?7—A. Yes. 


By the Chairman: 


Q. Well, you are disregarding I understand, the $5,000,000 approximately ; 
that was added to the $1,800,000 in making the total $6,862,000 odd?—A. Yes. 

Q. You are disregarding the $5,000,000 of depreciation that has been added 
during that period?—A. No, that is the original. That $5,000,000 is a surplus 
arising from appreciation. 

Q. No no, excuse me, you do not get my point. In your balance sheet you 
have a reserve for depreciation $6,862,000 of which $1,800,000 was brought for- 


ward from the earlier operation?—A. Yes. 


Q. But since 1927 $5,000,000 has been added to that?—A. $4,587,000. 

Mr. Factor: That is exactly what I cannot understand, Mr. Chairman. 
These two items of reserve for depreciation and surplus on appraisals is a total 
of $12,549,000, which came out of the earnings of the company? 
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The Witness: You are referring to what? 


By Mr. Factor: 

Q. To the Consolidated balance sheet—A. The appraisal surplus arose 
before this company was formed and was not provided by this company. All that 
was provided by this company was $4,500,000, and the $1,800,000 had arisen 
before this, so you take the $1,800,000 and add the $4,500,00 to it and you have 
got the depreciation reserve now. 

Q. That is not the point I am trying to make. You show in this column 
the net income plus the other items of $13,000,000?—A. Yes. 

Q. In your Consolidated balance sheet it shows a reserve for depreciation 
which must come out of the earnings of the company.—A. $4,500,000 of it did, 
and $1,800,000, you will recall, was taken over from the previous company. 

Q. $4,500,000 came out of the earnings of the company?—A. Yes. 

Q. Well, is that $4,500,000 included in this $13,000,000?—A. Oh yes. 

Q. It is included?—A. Yes, it is the second item there, Credits to Reserve. 

Q. You deduct the original $1,800,000 from the $6,000,000?—A. Yes. This 
$4,500,000 is the actual amount provided during this period. 

Q. But the surplus on appraisals, what item disposed of that?—A. That 
has nothing to do with this company; that was just taken over and could be 
deducted from the value of the assets that were taken over originally. 

Q. It has nothing to do with the profit and loss account?—A. Oh no, not 
at all. 


By Mr. Sommerville: 

Q. Now, Mr. Shepherd, is the surplus of $4,654,581 shown on the Con- 
solidated balance sheet reflected anywhere in this schedule showing disposition 
of net income? 

Mr. Factor: Credited to reserve. 

Mr. SOMMERVILLE: No. 


The Witness: Well, it is not shown directly there, but it represents the net 
income less the dividends and a few adjustments. 


By the Chairman: 


Q. Would you put down certain items and then see if we can accomplish 
something. Again I come back to that reserve for depreciation, $6,862,000. I 
understand you to say previously that $1,800,000 had been brought forward 
from the old company prior to this amalgamation?—A. Yes. 

Q. Now, that is one item, if you will make a note of that—A. Which is 
now shown as $5,600,000. 

Q. All right, make a note of that. Then you have a surplus here shown 
on your balance sheet in addition to that of $4,654,000; that is in this balance 
sheet?—A. Yes. Well, you want to know how that is arrived at? 

Q. No I do not. Then in addition to that you have paid out in dividends 
a the meantime, which is not shown on the balance sheet at all $2,900,000?—A. 

es. 

Q. And in addition to that you have paid off funded debt $3,075,000?—A. 
Well, that funded debt hasn’t anything to do with the surplus. 

Q. No, but it has been paid out of earnings, that is all I am getting at.—A. 
Oh no. 

Q. No, but you show it here as paid out of earnings ——A, No, it is not neces- 
sarily out of earnings; it is paid out of the general reduction of assets, 

Mr. Facror: That is not what you show in your statement, Mr. Shepherd. 
In your statement you show a payment on funded debt. 

Mr. SoMMERVILLE: Out of net income. 

Mr. Factor: There is a disposition of $13,000,000. 


Z 
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The Witness: Yes, but that is the cash coming in in that business from 
other sources, not necessarily the net income. 


By Mr, Factor: 

Q. I am not talking about the net income, I am talking about the 
$13,000,000. You show an item of $13,000,000 and you dispose of it in the two 
columns below.—A. The two things are entirely divergent. One is the surplus 
and the other is the disposition of net income. The members of the committee 
have a statement here which is headed ‘“ Analysis of Surplus Accounts,” and if 
they will look at that statement they will see what happened to the net income. 

Mr. SoMMERVILLE: All right. 

The Witness: That takes the total net income for the period. 

Mr, SomMMERVILLE: That will go in at this point:— 


INVESTIGATION OF PACKING COMPANIES 
ANALYSIS OF SURPLUS ACCOUNTS FOR THE PERIODS REVIEWED 


Canada | Syife Gane | Wile, | Goinere |. Hunn 
Packers, Limited, for the for the sett, Jr. 
— Limited, for the five years | five years for the 
Aug. 15, 1927, fee years he i be ta year ended 
to ende Dec. 31 Sept. 30 Dec. 31, 
Mar. 29, 1934 eo ss hestis 1933 
Oct. 28, 1933 1933 1933 
$ cts. $ cts. $ cts. $ cts. g cts. 
Surplus at Beginning of Period 
oh iss Bee, Aas TON CARO APR LES, cL ea ete 5 002 918 OS VE. Prints hen AG 3079 “O52 PY EAS ove 
Net Income for Period............ 7,065,832 61 124,429 88 | 404,096 48 | 198,741 25 2,167 84 
Adjustments of Reserves, etc., 
applicable to Prior Years—Net. 185,565 54 49 49 17 G46 00Gb aces aunts «seers 
7,550,898 15 | 5,127,898 32 | 421,748 33 | 239,821 20 2,167 84 
Deduct: 
Dividends paid on Preferred 
EOC = — CAG ls aes cg eon sees BIS OG GLO OO! bro ct om eet a es G5 COU UU Naas wre ire theca atin on re 
Common Stock: 
COPA DL it doy eg ey iA en ae 2 ee aC Soca ME IPRO Mae Aer ema (6 Pee Meme printed seer 98.082: OO lize ene. 
Stock Dividend otras ee cal tere seg Fetes bediaerer rete steep raw gieewers bag VM a it See is 
Total Dividends: 307 y.iG2e4 DOC aLO nace ee ee to took 68,000 00) | 183; 87200 Wis. . 0k. oes 


| 


Surplus at End of Period Reviewed..| 4,654,581 65 | 5,127,398 82 | 353,743 83 | 55,949 20 2,167 84 

cE la OS I I I I ld ened anid SE 8S 

The Wirness: That starts with the total net income for the period and 

which is adjusted by certain reserves applicable to prior years, and so on; and 

shows the amount paid out in dividends, and the remaining balance is the 
surplus now shown on the balance sheet. 
Mr, SOMMERVILLE: Yes, $4,654,581.65. 


By Mr. Factor: 
Q. Where did the $3,000,000 odd come from to pay the funded debt?—A. 
From all the reserves of the company, cash taken into the company. 
Q. Not necessarly from profits?7—A. No. Profits really have no relation. - 


By the Chairman: 

Q. You see, Mr. Shepherd, what the committee 1s concerned about—and I 
know is the thought in the minds of the members of the committee—is that we 
want to be able to estimate, and estimate clearly and justly, whether the rela- 
tion of the earnings of this company-—not its disclosed net earnings but its real 
earnings—have been such as to indicate unfairness in the treatment of the con- 
sumer on the one hand and the producer on the other, I think in this instance 
the producer is the fellow that has suffered perhaps most, and it is difficult for 

86332—150 
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us to form a judgment out of this statement unless we could have it somewhat 
simplified. I think the committee will agree with me, that if we could get it in 
a more simplified form, perhaps proceeding with these statements as they are 
and then later getting a more simplified statement, showing the gross if possible; 
I appreciate your difficulty in not getting that from the books of the company, 
because that would be an endless task to change the system; you have either 
got to accept the company’s basis or else go back of that and, aS you say, 
rewrite the books, As I said a little while ago, if we were to take the net earn- 
ings then draw into that picture as much of the disclosed depreciation and 
reserve charges as we could and make a composite picture of that, we would 
be better able to form a judgment.—A. Well, we really have it here, sir, on the 
percentage of invested capital, that is, after charging depreciation with approxi- 
mately $750,000 a year. 

Mr. SOMMERVILLE: No, you have not in mind what Mr. Stevens was 
asking you for. I think possibly after recess to-night we can prepare a memo- 
randum of what is required. 

The CHAIRMAN: I think probably we had better proceed before we get 
into too much detail; let us proceed with the general picture and see if we can 
work out this difference and work out a composite picture. 

The Wrrness: As shown in the balance sheet at March 29, 1934, the 
Reserve for Income Tax amounted to $489,803.32, of which $430,000 was pro- 
vided by a charge to operations during the year ended March 29, 1934. No 
final assessment has been received from the Income Tax Department for the 
fiscal years subsequent to March 27, 1930, and the company has included in 
the amount of $430,000 a provision of $153,000 for adjustments in respect of 
depreciation and other charges which may be disallowed by the Income Tax 
Department. 


By Mr. Sommerville: 

Q. Now, this year out of the operations of 1934, the company have set 
up a total amount of $430,000?—A. Yes. 

Q. For the past five years the amount set up was somewhere from $150,000 
to $175,000?—A. The amount paid averaged— , 

(. The amount provided averaged?—A. About $100,000. 

Q. Yes, the amount provided averaged about $100,000?—A. Yes. 

@. And this year the amount set up out of earnings before arriving at net 
income was $430,000?—A. Yes. 

Q. Because of the suggestion of providing for some adjustments on income 
tax?—A. On depreciation rates. 

Q. On depreciation rates?—A. Yes, which the department might disallow. 

. Because of the fact that the department might disallow depreciation rates 
they have set up an extra reserve of $430,000 against the profit for this year 
or the past year?—A. Yes. Then: 

(6) To determine the spread between the price paid to the producer of 
live stock and the price received by the packer from the sale of the various 
products manufactured from live stock. 

In the case of Canada Packers Limited a large part of the company’s trans- 
actions are represented by the purchase, manufacture and sale of products which 
are not derived from live stock. The business is divided into numerous depart- 
ments, each of which is concerned with the handling of a particular product 
or group of related products, and the accounting records of the company are 
designed to conform to this division and furnish Separate operating results 
for each department. In the case of live stock certain products pass through 
a number of departments and in the process, products derived from other 
species of live stock are combined and sold as one finished product, 


PRICE SPREADS AND MASS BUYING 2317 


In common with other packing establishments, Canada Packers Limited 
maintains a system of accounts which does not permit the actual of individual 
products to be determined. To secure approximate profit or loss margins for 
their own information the officials occasionally have “test runs” made, but 
for ordinary operating purposes the company estimates its net return per 
100 pounds of dressed weight of hogs on a formula, the details of which are 
shown below for the week ending May 12, 1934. 


By Mr. Sommerville: 

Q. Then you set out this formula?—A. Yes. . 

Q. And the formula shows the price per pound for hams, bellies, loins 
and shoulders?—A. Yes. 

Q. And the percentage of dressed weight of each, the cutting credit, the 
killing credit, and this shows a net return per 100 pounds of dressed weight 
of $10.38?—A. Yes, $10.38. 

Q. And in that formula the company have charged an amount of 6 per 
cent interest on the capital invested in that particular operation?—A. Yes, 
that is so. 

Q. That is the practice of the company?—A. Yes. 


Per Cent 
of 100 sy py eraee 
Details Pounds of per Value 
Dressed Pound 
Weight 
% cents $  ©6= cts 
tea. APNE’. Lie ae. akeks Abe shia pehle Meets Saat hoes 19-7 19 3 74 
CD Sa 27 i ars eerie ari SO Ree © Wee! A) AEE Tie SP AOE Pw 14-2 19-0 2-70 
ee a ee ee Oe re pe ee 16:2 17-2 2°79 
EOP Ge re en a ee RM ecw eee ena 18-6 11-0 2 05 
OSchhie oe suas oees 11-28 
meting (seni. Oo. SSR LPO: ord Oe, CAE PE RRL Ol Cee be Ce i be 
USES SS 1 a EOE AE AO Ge ete eee Ae RPMS ny Pesan MC OEe SY ae ey <P CRn a EN, ot 0-20 1 30 
12 58 
Less Operating Cost of Hog Departments, including interest at 6% on the capital employed... .$ 2 20 
Met mevur per 100 tos! dressed weich®: 20%. AGs. BOAR Dd. as a Ae PRA $ 10 38 


Q. If $100 worth of hogs were purchased, 6 per cent would be added, or 
$6?°?—A. I do not know that it would work out exactly in that way. 

@. Six per cent?—A. On the basis of 6 per cent per annum. 

Q. On that basis 6 per cent will be added to the amount that is invested in 
the operation of each purchase?—A. Yes. 

Q. And that is so throughout all departments?—A. Yes. 

Mr. Youne: Per annum on each purchase? 

The Witness: No, on the assets invested in that particular department. 

Mr. SOMMERVILLE: That includes money used for the purchase of the pro- 
duct for that department. 

Mr. Youne: But not on each separate purchase? 

The Witness: Not on each purchase. 


By Mr. Sommerville: 
Q. It will be on the total amount?—A. On the capital. 
Q. On the working capital?—A. Yes. 
@. In other words, each department on that basis could split absolutely 
even, and not show a profit, and not show a loss, and yet the company would 
86332—1504 
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make 6 per cent on the entire amount of working capital used during the year? 
—A. On the invested assets. 
Q. As a matter of fact, although the department may show no loss or no 
gain, the company would show a profit of $1,500,000 on last year’s operations, 
or approximately that?—-A. I do not think it would be as much as that. 

Q. What is it?—A. Approximately $1,000,000. 

Q. In their interest account last year, do not they show something like 
$1,500,000?—A. $1,500,000, subject to income tax. 


By the Chairman: 

Q. May I ask one question there? Is there anywhere a statement in your 
investigation showing the total amount of live stock purchased and the exact 
amount paid for it, before any processing charge or any other charge?—-A. We 
have the head purchased. 

Q. The number of cattle, sheep and lambs each year?—A. But not the 
amount. 

Mr. Factor: There again is the point I raise. He has just the net income 
of the departments. 

Mr. Kennepy (Winnipeg): Mr. Chairman, does not every path lead up 
to this difficulty: We do not get from the individual company or plants a com- 
plete picture showing how their net income is arrived at. We only get a recapi- 
tulation of those net incomes, which leaves us in the dark. 

The CuarrMan: I think we will have to try to get that. We will have to 
ask the company’s representatives to get us that. 

Mr. Kennepy (Winnipeg): To me it is inconceivable that the individual 
companies have not such material to supply us. 


Mr. Factor: Even to the extent of getting their internal audit. 


Mr. Kennepy (Winnipeg): Absolutely. And we could then put in a few 
tests as to its correctness, without going into the whole thing. 


Mr. Epwarps: Is not that the way that each individual company arrives 
at its own net income? 

The Wrrness: On January 22, 1934, the company made a special test on 
one hog of a good type to determine in detail the weight of product which could 
be obtained from the hog and to determine the yields by weight from processing 
certain cuts of the hog in the curing and smoking operations. Particulars of 
this test were furnished to us by the manager of the provision department, and 
based on these figures and on information secured from other employees we 
prepared summaries which purport to show the selling value, purchase cost and 
processing expenses for the weeks ended December 14, 1933, and March 29, 
1934, The original computations developed abnormal estimated net profits in 
both these weeks, but after advising the manager of the provisions department 
of the results shown he stated that certain of the valuations, yields and pro- 
cessing expenses which he had originally furnished to us should be changed. 
After giving effect to these adjustments net losses were developed of $1.15 and 
96 cents on the hog for the weeks ending December 14, 1933, and March 29, 1934, 
respectively, after deducting the processing expenses which include approximately 
42 cents for interest at 6 per cent on the capital employed. 

In our opinion test runs are of little, if any, value in determining the spread 
due to the impossibility of reconciling the result of the test runs made by the 
company with the books of account, and to the facility with which the results of 
such runs can be altered as shown in the previous paragraph. 

The CuatrMan: It was a fairly useless piece of work? 

The Witness: Yes; you cannot determine anything from that. 


The Carman: What reason did they give for making those changes? 
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The Witness: The reasons were not given to me; they were given to my 
assistant. We can tell you what they are. They changed the hog from a bacon 
to a select, which made a dollar’s difference right away. That was the principle. 

Mr. SomMeErvVILLE: After you were told of the results? 

The Witness: After they were told of the results. 


Mr. SomMervitLE: Then they said it should be based on a premium hog 
rather than a bacon hog, which made a difference of a dollar. 

The Witness: Yes. 

Mr. Factor: That showed a loss, on the hog. 

Mr. SoMMERVILLE: That made a loss on the hog. 

The Witness: We were unable to determine the spread on sales of beef 
due to the company’s method of purchasing cattle in ungraded lots and subse- 
quently grading the dressed carcasses into some forty different classes, the costs 
assigned to each class being determined by application of arbitrary differentials. 
A similar condition pertains to the purchase of small stock which are graded into 
seven different classes. 

For these reasons we are unable to determine the spread between the price 
paid to the individual producer of live stock and the price received by the packer 
from the sale of the resulting manufactured products, and we are forced to sub- 
stitute for this inquiry consideration as to whether the packer receives a reason- 
able or an executive return (a) on the capital invested, and (b) on the sales 
made to the public. The information necessary to arrive at a conclusion on these 
points is submitted in the section of this memorandum dealing with invested 
capital and sales, the average return based on the net income reported by the 
company being 10-20 per cent on invested capital and 1-48 per cent on sales. 

Q. That is after deduction of these various reserves and depreciation 
reserves?—A. Yes. 

Or! wish you would let me ES if you have it available, a spare copy of 
the company’s sheet showing the erading of cattle into various erades?—A. We 
have got one. 

Q. It shows the purchase of the cattle and the grading into probably forty 
different grades. 


By the Charman: 

Q. In other words, according to the practice followed cattle are bought 
irrespective of grades? , I believe so. 
ne - And then the animal goes into the packing plant?—A, They are anne: 
in lots, 

Q. And they pass into the packing plants and once they are in the hands 
of the operatives in the packing plants they are divided up and classified into 
something in the nature of about forty different grades; is that right?—A. Yes, 
that is so. 

Mr, Senn: That.is the carcass; not the live animal? 

The WiTNEss: No. 

The CHAIRMAN: Making it impossible to follow through and determine 
what the spread might be in that case? 

The Witness: Of an individual case. 

Mr. Youne: That means forty different cuts of meat. 

The Cuairman: No, forty different grades of meat. 

Mr. Factor: Forty different grades of carcasses, 

The WitNEss: Yes. 

Mr, SomMerviILLE: Take, for instance, baby beef. That sounds like a 
single grade, but in the hands of the processor it consists of five grades, choice, 
good, good ‘medium, medium, and fair; each of them distinct. Heifers are 
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divided into nine grades as follows: choice, good, heavy good, good medium, 
medium, fair, plain, cutter, boner. Steers under 550 pounds are divided into 
eight grades. Steers, 550 to 650, are divided into choice, good, good medium, 
medium, and fair. Steers 650 to 750 are divided into the same five grades. 
Steers 750 are divided up into the same five grades. Heifer cows are in four 
grades, Cows are divided into eight grades: choice, good, good medium, medium, 
fair, plain, cutter, and boner, Bulls are divided into six grades: good, medium, 
fair, plain, cutter, and boner, 

Mr. Youne: Are all these grades refiected in different prices? 

The WitNEss: Yes. 

Mr, SomMeERvintm: There is a grade sheet on certain shipments, 


(Cattle grade sheet filed, marked exhibit 201.) 
The Committee adjourned to meet Wednesday, May 30th, at 11 o’clock. 
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PRICE SPREADS AND MASS BUYING 2325 


House oF Commons, Room 368, 
May 30, 1934, 


The special committee appointed to inquire into price spreads and mass 
buying met at 11 a.m., the Hon. H. H. Stevens, presiding. 


Mr. Norman Sommerville, K.C., and Mr. W. W. Parry, K.C., of Toronto, 
appeared as counsel for the committee. 


The CHAIRMAN: Order, gentlemen. We have the minutes of yesterday 
indicating the witness heard and certain exhibits filed. We will declare the 
minutes approved. 

Now, Mr. Sommerville, will you proceed with your witness. 


(Memorandum on Canada Packers Limited, submitted by auditors, on 
which evidence was taken yesterday and continued to-day, is printed as 


Appendix No. 1 to this day’s evidence.) 


A. B. SHEPHERD, examination resumed. 


By Mr. Sommerville: 

Q. There were certain statements that were being typed over night. They 
are not yet ready, and therefore we will proceed with the next phase of your 
memorandum and we will return to the question of the figures that were being 
prepared for the committee when the typed copies have come up?—A. Yes, 
that is “C”’. 

Q. Dealing now with the part of your inquiry that was designed to deter- 
mine the dressed cost of hogs, beef and small stock purchased through direct 
shipments, stockyards or markets and truckers, and the percentage which each 
of these classes bears to the total purchases, will you kindly give us the result 
of your inquiry?—A. The above information has been secured in connection with 
hogs for the months of September and December, 1933, and March, 1934, and is 
submitted in the following summary. 

Mr. Youne: What is the number of the sheet? 

Mr. SoMMERVILLE: This is a typed sheet, It is summarized on this. (See 
page 2259.) 

The Wrrness: Toronto plant, September, 1933, direct shipments average 
cost per 100 pounds dressed weight— 


By Mr. Sommerville: 

Q. This is hogs?—A. Hogs, direct shipments, $9.52; stockyards, $9.46 ; 
truckers, $9.22. 

Q. That is to say, in September, 1933, for that month the dressed cost of the 
trucker hogs was 30 cents per 100 less than the direct shipment hogs?—A. 
That is so. 

Q. And 24 cents per 100 less than the stockyard hogs?—A. That is so. 

Q. Yes?—A. December, 1933, direct shipments, $8.76; stockyards, $8.77; 
truckers, $8.64. March, 1934, direct shipments, $12.10; stockyards, $12.25; 
truckers, $11.85. 
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@. In the month of March, 1934, trucker hogs after dressing cost 40 cents 
per 100 less than stockyard hogs?—A. Yes. ; 


Mr. Youne: Stockyards hogs cost more than direct shipments. 


By Mr. Sommerville: 
Q. Stockyards hogs cost $12.25 while direct shipment hogs cost $12.10?— 
A, Yes. 
Mr. SOMMERVILLE: You will find that practically so all through. 
Mr. Kennepy (Winnipeg): Is that because of the higher price paid? 
Mr. SOMMERVILLE: Because of the higher price paid on the stockyards. | 


By Mr. Sommerville: 

Q. Yes, the next month, please?—A. The percentage of total purchases, 
September, 1933, direct shipments, 53-11; stockyards, 23-52; truckers, 23-37. 
December, 1933, direct shipments, 55-35; stockyards, 19-02; truckers, 25-63. 
March, 1934, direct shipments, 51-47; stockyards, 27-92; truckers, 20-61. 

(. That indicated that in those three months, taken just as samples, 70 to 
80 per cent of the hogs purchased were not purchased on the market, but were 
purchased by direct shipments to the plant or from truckers?—-A. That is so. 

Q. And did not go through the stockyards?—A. That is so. The next tabu- 
lation is the same figures for the Montreal plant. September, 1933, direct ship- 
ments, $9.92; stockyards, $10.07; truckers, $9.63. 

@. That means that truckers cost 44 cents per 100 less than stockyards in 
September, 1933, at Montreal?—A. Yes. 

Q. And 29 cents less than direct shipment hogs?—A. That is so. 

@. Yes?—A. December, 1933, direct shipments, $9.25; stockyards, $8.92; 
truckers, $8.93. 

Mr. Youne: Here we have stockyard hogs being cheapest. 

Mr. SOMMERVILLE: Yes. One cent difference between them and truckers. 

The WITNEss: Yes. 


By Mr. Young: 
Q. 33 cents cheaper than direct shipments?—A. Yes. 


By Mr. Sommerville: 

(. Will you continue, please?—A. March, 1934, direct shipments, $12.76; 
stockyards, $12.73; truckers, $12.10. 

Q. In that case you have direct shipments costing 3 cents more than stock- 
yards, and the trucker hogs costing 63 cents per 100 less than stockyard hogs?— 
A. That is so. 

Mr. Heaps: Are they from one stockyard only? 

Mr. SOMMERVILLE: The stockyards in Montreal. 

The CHAIRMAN: These are Montreal. The former ones were Toronto. 

Mr, SOMMERVILLE: This is the Montreal plant. 


By Mr. Sommerville: 
Q. With regard to the figure of $12.76 for direct shipments, is that accounted 
for by the fact that some of the hogs are brought from the west, some of these 
pool hogs that are brought from Alberta?—A. Yes, the larger percentage of them 
are brought from Alberta. 
Q. And the price paid in Alberta to the pool, plus the freight differential, 
would run the price up at that rate?—A. To that rate. ) 
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Q. Yes, to that rate. In other words, if they went on the stockyards at 
Montreal and bought their hogs there, it would raise the price of hogs at Mont- 
-real?—A. Well, I don’t know. 

Q. Perhaps you can’t answer that?—A. No. 

Q. Will you continue?—A. Percentage of total purchases, September, 1933, 
direct shipments, 47°98; stockyards, 37-78; truckers, 14:24, December, 1933, 
direct shipments, 65-23; stockyards, 28-40; truckers, 6-37. March, 1934, direct 
shipments, 63-91; stockyards, 34:75; truckers, 1-34. 

| Then the next is the Winnipeg plant. September, 1933, direct shipments, 
$8.77; stockyards, $9.80; truckers, $8.82. December, 1933, direct shipments, 
$8.04; stockyards, $7.86; truckers, $7.92. March, 1934, direct shipments, $12.40; 
estockyards, $12; truckers, $11.51. 

! Percentage of total purchases at Winnipeg, September, 1933, direct ship- 
ments, 53-07; stockyards, 14-85; truckers, 32-08. December, 1933, direct ship- 
ments, 51-33; stockyards, 32-67; truckers, 16. March, 1934, direct shipments, 
54; stockyards, 35-72; truckers, 10-29. 

| At the Hull plant, direct shipments, September, 1933, $9.83 and truckers, 
$9.39. 
: Q. There is no market there?—A. No stockyard. 


| Q. There is no stockyard at Hull?—A. No. 

Q. So the truck hogs there cost 44 cents a 100 less than the direct shipment 
-hogs?—A. Yes, in September. 

| December, 1933, direct shipments, $8.95; truckers, $8.55. March, 1934, 
direct shipments, $12.43; truckers, $12.05. 

f The percentage of total purchases, September, 1933, direct shipments, 71-23; 
truckers, 28:77. December, 1933, direct shipments, 74:16; truckers, 25-84. 
March, 1934, direct shipments, 72-34; truckers, 27-66. 


By Mr. Factor: 


| Q. How do you account for the purchase of a large percentage of direct ship- 

ments, and yet the price paid for direct shipments is more than the price paid 
for truckers?—A. The inference would be they could not get sufficient from 
truckers, I would say. 


By the Chairman: 
Q. Would this be western stock?—A. The direct shipments, yes—not neces- 
sarily but I think probably a large proportion of them. A good portion of them 
would be from the Ontario district. 


By Mr. Sommerville: 
Q. Will you continue?—A. Peterborough, September, 1938, direct ship- 
‘ments, $9.78; truckers, $9.31. 
Q. That is 47 cents a 100 less for truckers than for direct shipments?— 
A. Yes. December, 1933, $9.02, direct shipments; truckers, $8.69. 
Q. That is 43 cents less?—A. 33 cents. 
Q. 33 cents less, yes?—A. March, 1934, direct shipments, $12.72; truckers, 
$11.87. 
Q. That is a difference of 85 cents a 100 less for truckers than for direct 
shipments, in March, 19342—A. Yes. Percentage of total purchases, Septem- 
ber, 1933, 63°34, direct shipments; truckers, 36-66. December, 1933, direct 
shipments, 56°68; truckers, 43-32. March, 1934, direct shipments, 64-67; 
truckers, 35°38. 
The prices paid for hogs are stated to be based on the market price for 
the bacon grade with the following differentials on or off bacon grade:— 


Select—Premium of $1 per head above bacon. 
Butcher—Discount of $1 per head below the bacon. 
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Light—Discount of $1 per head below the bacon. 

Heavy—Discount of $1.50 per head below the bacon. 

Extra heavy—Discount of $1 to $1.50 per cwt. below the bacon. 
Sow—Discount of $2.50 per cwt. below the bacon. 

Stag—Discount varies with the condition of the hog below the bacon. 


Our examination of the purchase invoices for live stock showed that these 
differentials were being applied. 

From the record maintained by the company it is not possible to determine 
whether the company gains an additional profit through the operation of the 
differentials before mentioned. After the hogs are dressed and cut they lose 
their identity in the plant and the price realized on the individual product 
cannot be determined. Officials of the company have stated to us that no 
bonuses or commissions are paid to truck operators delivering hogs or to 
country agents shipping hogs. 

The average dressed cost of cattle, calves, sheep and lambs classified as to 
source are not presented as these costs are not comparable due to the purchases 
of cattle through the stockyards being generally of a higher grade than purchases 
from other sources. We submit below a tabulation showing the percentage 
which the number of head of each class of purchases bears to the total purchases 
for the Toronto plant for a week in each of September and December, 1933, and 
March, 1984. 

Percentage of Total Purchases 
Direct Stockyards 


shipments or markets Truckers 
Cattle: per cent per cent per cent 
Soptempers eas ..4y tes seer ee re OT 65 14 
Hecembet, 1933.5... a... . eo ee 30 55 15 
Warcir: 094 5, MAUR wkty, Sceeel. Pee Bat 18 63 19 
Calves: 
weprember, 192906 (UaGise, ser ukt AG .o88 11 61 28 
Decentber Glos... a ia0 elitice ted Ua celeeie 22 52 26 
WRAP Cl eGR Sa Mond are Se Rees 39 45 16 
Sheep: 
DEDLCDODET LOGS mt ods «shes ae soles cas tae 5 78 17 
Mecenmer: 1935 UC ke weak eek, Ree era, 2 54 44 
Mareh WiOS4 0... Bites wie oe ST ea ae 10 59 ol 
Lambs: 
SeUUCMDEL, VOU oaT se Mass aa ee eine eee oak td 42 45 
Pecember iy ae wh a) (oka aie Wage tae es kk sm 8 68 24 
March Wo3es.e, Aer eee oo. acs ie 9 89 2 


(e) To determine the hourly rates of wages paid by the company, and to 
prepare a tabulation giving the number of employees paid at each of the 
different hourly rates. 

In Schedule “1” we submit information showing the number and per- 
centage of the company’s employees at the Toronto, Hull and Peterborough 
plants engaged at the various hourly and weekly rates for one week during 
the month of March, 1934. 

The average hourly rates paid to all employees at the Toronto plants, 
excluding foremen, truck drivers and others who are paid on a weekly basis, for 
the weeks ended March 22, 1934, and October 12, 1933, were 393 cents and 
35} cents respectively. 


By Mr. Heaps: 
Q. May I interrupt? Does that include both males and females?—A. No— 
I didn’t get your question. 
Q. Does that-average you have just given us include both males and females? 
—A. It includes males and females, yes. 
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3 Q. It was not worked on a piece-work basis?—A. Well, we will come to 
that later on. | 

Less than one per cent of the company’s employees are on piece work or 

under any bonus system, and we are informed that no employee is required to 
“stand by” in his own time. 

We are unable to determine from the pay-roll records whether or not 
employees “stand by” in their own time as the hours on which employees are 
paid are obtained from the foreman’s time books and the time clock records are 
only used for comparison with the time books. Furthermore, we are informed 
that employees are permitted to “punch” the time clocks as soon as they enter 
the plant, which may be previous to the time when operations actually com- 

-mence. However, in the case of killing floor gangs, the employees are not paid 

for delays in the commencement of killing operations where the company con- 
siders itself blameless for such delays. An instance of such delays, given to us 
by an employee of the company, is where rail shipments of livestock arrives late 
through weather conditions or the fault of the railroad companies. 


By Mr. Sommerville: 

Q. That is to say, in the killing room, the men stand by until the cattle are 
there for killing, don’t they?—A. Yes. 

Q. And if there is delay in delivery either from the stockyards or from the 
railroad and the cattle are not there to kill, the men are paid; they are standing 
by and they are paid from the time they commence operations?—A. If the com- 
pany considers that it is their responsibility, they are paid. If it is their own, 

they are not paid. 


By Mr. Heaps: 


| Q. Who determines that?—A. Well, I take it that the officials of the com- 
pany do, 


By Mr. Sommerville: 
Q. The foreman, I suppose?—A. I assume so, or the timekeeper. 


By Mr. Heaps: 


Q. There is no well-defined rule as to who is to blame for any hold-up in 
the work?—A. I just didn’t get that. 

Q. There are no well defined rules in that respect?—-A. That is the rule, as 
we have stated it. 

Q. The employees themselves do not determine as to who is responsible for 
the delay?—A. Well, I assume the determination of that would rest with the 
officials of the company. 

Q. And the employees would have no say in the matter at all?—A. Oh, I 
would not say that, no. 


By the Chairman: 


Q. Mr. Shepherd, I am now looking at your consolidated statement of 
hourly and weekly rates of wages paid. You have it there. I notice that the 
Hull plant stands out in a rather singular way for low rates of pay for a larger 
number than in any of the other plants that are set forth here. May I ask this 
question: Am I correct in saying that there is 25-60 per cent of the employees 
in the Hull plant that get less than 19 cents an hour; that is 19 cents down to 
15 cents?—A. Yes, 25-60. 

; Q. I want to make that clear. That is correct?—A. Yes. 
Q. And the first item of 17-60 per cent get 15 cents?—A. 15 cents, yes. 
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By Mr. Heaps: 
Q. Are those males or females? Could we have any idea of that?—A. We 
are looking for that. 
(). Could we have any idea as to what work these people perform at those 
rates?—A. We can get that. 


By the Chairman: 
Q. A 50-hour week, is it?—A, A 48-hour week. 


By Mr. Sommerville: 

Q. In the Hull plant?—A. Does it say that? 

Q. Well, I don’t know. It is 48 hours at Toronto. 

Mr. Factor: It would have been interesting to have divided the employees. 

Mr. SOMMERVILLE: You say, “The basis of employment is a 48-hour week, 
and an examination of the pay rolls at the Hull and Peterborough plants dis- 
closes that the rates in force during the year ended March 29, 1934, were sub- 
stantially the same as those set forth in Schedule “1”. 


By the Chairman: 

Q. You are not sure whether it is a 50-hour or a 48-hour week?—A. My 
impression is that it is 48. 

The CHAIRMAN: Well, a 48-hour week at 15 cents an hour works out at 
$7.20 a week. In other words, there would be 17-60 per cent of the employees 
working on a weekly basis of $7.20. 

Mr. Factor: If they worked a full week. 

The CHAIRMAN: Yes, if they worked a full week. 

The Witness: Yes, that is so. 


By the Charman: 


Q. That is correct, is it not?—A. Might I have that again? 

Q. Yes. I say that taking your first line in this statement for Hull, the 
percentage of the total at 15 cents an hour—being 17-60 of the employees— 
means that 17-60 per cent of the employees of that plant are working for 
$7.20 a week, providing they get a full week’s work?—-A. That is so. 

Q. That is so?—A. On a 48-hour week. 

Q. Yes, on a 48-hour week, $7.20 a week. If it is a 50-hour week, it is 
$7.507—A. Yes. 

Q. The question I want to base on that is: Have you any record there to 
indicate what proportion of that percentage is female workers?—A. We have 
got the actual pay-roll here for Hull. 

Q. Would you give the reporter at this point the list of those who are 
working at say 19 cents and under, being 25-60 per cent of the employees? 
It will be the first four in that list, the first four categories?—A. We will have 
that prepared. 


By Mr. Sommerville: 


Q. I think you could read that off?—A. It would be rather difficult. It is 
all spread over the departments. 
Q. But you could pick out in each department the number of persons, 


By the Chairman: 


. Could you give us a list to be put into the record?—A. We can prepare 
a list. 
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The CuatrMAn: I wish you would. 

Mr. Hears: I think in that statement you should give us the actual earnings 
of these people. 

Mr. SoMMERVILLE: That is what he is going to do, give the actual earnings 
for a week of those employees at this rate. That is what you will do? 

The Witness: Yes. 

The CHarrMAN: As well as the rate. That takes in the first four categories. 
That includes 25°60 per cent of the 125 employees—Would that be, or would it 
be of 100? 

The Witness: The total applies to 125. 

The CHAIRMAN: 25 per cent—that would be about 30-odd employees. 

Mr. Kennepy (Winnipeg): The actual names will be read into the record? 

The CHAIRMAN: Yes. 

Mr. Hears: Will you put the names in? 

Mr. SOMMERVILLE: Perhaps not the names. 


The CuatrMANn: Not the names, but give us a list, call them Nos. 1, 2, 3 
and 4. 


The Witness: And leaving the names out? 
The CuairmMan: And you can give us the names privately. 


Mr. KENNEDY (Winnipeg): That will indicate the actual time worked, in 
addition? 


The CHAIRMAN: Yes. 
Mr. Kennepy (Winnipeg): Will there be any special week? 
The CHarrMAN: It is a typical week. 


Mr. Heaps: Is there any explanation as to why the rate is so much lower than 
in the other places? 
The CuarrMan: I suppose they get them easier. Go on, Mr. Shepherd. 


The Wirness: During the course of our examination at the Hull plant we 
were informed that if killing floor operations were discontinued during the morn- 
ing, certain employees might be released and instructed to return during the after- 
noon when operations would be commenced again. For example, an employee 
might work from 8 a.m. to 11 a.m. and from 3 p.m. to 6 pm. and only receive 
payment for the six hours actually worked on the killing floor. 


By Mr. Sommerville: 


Q. That is, these killers are employed and paid only for the hours actually 
worked in each day?—A. Yes, actually worked. 


By the Chairman: 
Q. Was that a regular practice?—-A. I believe so, yes. 
The CHAIRMAN: It is pretty tough on them. 
The Witness: By that, I do not mean daily, but it happens very frequently. 
The CHAIRMAN: Quite a common practice, you would say. 


By Mr. Sommerville: 


Q. Perhaps their wage roll would indicate that?—-A. Yes, I think that prob- 
ably could be determined. 


By the Chairman: 


Q. Could you pick out a few typical cases, for instance, and just show the 
number of hours they worked?—A. We are giving the actual earnings of these 
people during these weeks. That will show it. 
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Q. That will be all right. Will you go ahead?—A. The basis of employ- 
ment is a 48-hour week, and an examination of the pay-rolls at the Hull and 
Peterborough plants discloses that the rates in force during the year ended 
March 29, 1934, were substantially the same as those set forth in Schedule “1”. 
The rates of pay at the Toronto plant were increased during the week ended 
October 19, 1933, which increase, taken on the pay-roll as a whole, represented 
approximately 10 per cent of the rates paid prior to that date. 


By Mr. Sommerville: 


Q. That is, there had been a reduction of the rates in 1931?—A. Yes. 
Q. And then that was restored in October, 1933?—A. Yes. 


By Mr. Heaps: 
Q. Are you through with the wages there?—A. Yes. 
Q. You have not told us whether those persons you referred to are working 
on a piece work basis or an hourly basis?—A. There is practically no piece work. 
Mr. SOMMERVILLE: He said less than 1 per cent of these employees are on 
piece work, 
Mr. Heaps: Less than one per cent on piece work. I didn’t get that. 


By Mr. Sommerville: 

Q. That covers the wages with reference to that point. You had some 
statement that you were preparing for the committee?—A. Mr. Sommerville, 
might I say that that reduction was January 1, 1932. 

Q. The reduction in wages that we have referred to took place on January 1, 
19382?—A. Yes, 1932; not 1931. 

Q. And was restored on October 1, 1933?—A. Yes. 

Q. Now, returning to the questions asked by Mr. Kennedy (Peace River) 
yesterday about the paying off of some five million dollars of a bank loan in 
the year 1931: in connection with that you have prepared a statement by way 
of answer; now, will you just explain that to the committee?—A. Will you 
identify that for me; is that difference in balance sheet position between 
March 27, 1930, and March 26, 1931? 

Q. Yes—A. Mr. Kennedy’s question, as I understand it, had to do with 
the sources from which bank loans of $5,536,527.49 were paid off. For that 
purpose we have prepared the following tabulation. 


CANADA PACKERS, LIMITED 


DIFFERENCE IN BALANCE SHEET PosiTION BETWEEN Marcu 27, 1930 AND Marcu 26, 1931 


Assete converted, into.eash- during year. «te. of cn oes Acote Sere dee. Pet, ede ee ee $ 6,109,180 45 
INGO POMS COL VORT cee Cre te ee ne ee re eT eee eee $ 640,463 59 
Less paniioutin dividends. Ae Or, Fees... Acolcc ict ee 435,394 75 405,068 84 
Increase in Depreciation Reserve, retained in business............cceeeeeee. MA ae ees 766,950 17 
Increase ins tated: Value of Common’ Shares etal... sok? eee es ee. 4,896 36 
LOCAL ees wr. creeped «te ot [fee «tee esd Meee Els: ALU Chel dc. oS, Week. . ae $ 7,286,045 82 
Applied as follows:— 
INSBOES OCHO IRE. ie Nice Se eee ata) a hades in ee ae oe ae eee $ 745,850 08 
Less Reserves thereon aquired és... 06.6 Fics occ wens donde twadthnecusk 59,217 40 
$ 686,632 68 
Liabilities Paid Off— 
oa ae Se ee pA a Oe nn ee A MP. A Re eer Ue $ 5,536,527 49 
COirer DIS Dunes: hack cece ce de oon et ee eee Ee 1,062,885 65 


———————————SSaze 


So that the bank loans were repaid mainly through the conversion of assets 
into cash. 


oa 
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By Mr. Kennedy (Peace River): 


Q. Due to current statement, rather than through drop in inventory value? 
—A. Not necessarily; in other words, the amount of the inventory could be 
carried at the end of the year for considerably less money than it could be 
carried for at the beginning of the year. 

Q. The annual statement I have here says: ‘This phenomenal reduction 
was due chiefly to decline in prices of products’—indicated by the following 
table of comparisons—that might be worth noting at this point. The farmer 
took the loss of five or six million dollars, whatever it was; the packers did 
not take it, the bank did not take it. 

Mr. SomMERVILLE: What Mr. Kennedy (Peace River) is referring to is 
a statement shown in the fourth annual report and balance sheet of Canada 
Packers Limited as at March 26, 1931, in which the President is reporting 
that during the year just closed they have paid off to the bank some 
$5,536,527.49; and then the statement in the balance sheet in the annual report 
Says: 

“This phenomenal reduction was due chiefly to decline in prices of Products. 
This decline is indicated by the following table of comparisons:— 


Prices 
hoe | | PeClineé 
March 1930] March 1931 
cts. cts. % 
EEGire SUNCla a OTODLO DEAE OT s.5.5 cc cites Ook > Mek. 2b. c:on't dnd Gare 113 7 35 
Select Bacon Hogs, Toronto Market................ cece eee eeees 14 82 37 
Native Steer Hides, Toronto Market. .......... 600. ccdececcsacees 133 93 30 
allow. Fotplo, LOBONLO:MGPkOts, o.2.00.00 + «042% hic.g nape Gaye slob 4 73 5 35 
Dew ature eoss LOLOntO MALKetss ce. coos c cree ees tessieresesas 30 a2 at 


Because of these lower prices, the Working Capital of the Company is 
able to pay for almost fifty per cent more product than a year ago, and corre- 
spondingly less sums are required from the Company’s Bankers to supplement 
Working Capital.” 


Mr. Kennepy (Peace River): Yes, that is the statement to which I refer. 


By Mr. Kennedy (Winnipeg) : 

Q. Just before you go on from there; surely it does not follow from that 
that it would be correct to state that it was the farmers who paid for these 
PhS sie the bank?—A. No, I would not draw any such inference as that 
rom it. 

Q. If it is so, let us have it; let us get the thing clear—A. No. 

Q. I gathered from the statement that that was the inference.—A. No, I 
do not think that that is a correct inference. 

Mr. Kennepy (Peace River): I don’t accept that, it is as plain as the 
nose on your face. 

Mr. Kennepy (Winnipeg): If it is, let us have it. 

The Wirness: What actually happened in regard to inventory was that 


‘on March 31, 1930, it was $10,188,568.34, and on March 26, 1931, inventory 


was $5,912,970.05; a reduction of $4,275,598.29. But that reduction is a reduc- 
tion covering the whole year. Inventory is turned over on an average about 
ten times a year, so that with each turnover, it required a little less money to 
finance the same volume of product which at the end of the year released 
$4,275,000 of cash. 
Q. Out of working capital?—A. Yes. 
86332—1514 
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By Mr. Kennedy (Winnipeg): 


Q. And that was used to pay off bank loans?—A. Yes, and for a reduction 
in accounts receivable of $1,231,000. 


By Mr. Sommerville: 


Q. So that at the end of the year, on the basis of the report, Canada 
Packers were able to handle 50 per cent more products for the same amount 
of money?’—A. Less than 50 per cent, about 40 per cent. 


By Mr. Kennedy (Winnipeg): 


@. And because of that condition there was a surplus of working capital 
in the business which could be used for the purpose of paying off bank loans? 
—A. To pay off bank loans which probably were taken in the main for the 
purpose of carrying that inventory. 


By the Chairman: 


@. I think, however, in fairness to Mr. Kennedy, I would like to express 
one point in which I am in agreement with him: I will put the question to 
you this way, had there not been this sharp decline in the price of live stock, 
there would not have been a release of a portion of this working capital ?— 
A. No, sir. 

@. That is true, is it not? That is the point Mr. Kennedy wishes to 
make. It is not that it was taken out of the farmers directly, but because 
of the decline in the price of live stock or in the amount paid to the farmer 
for his live stock it required that much less working capital?—A. In other 
words, had the price remained stable, with the same volume of product carried, 
they would not have had this $4,275,000 released. 


By Mr. Sommerville: 


Q. They would still have been owing the bank that amount of money 
at the end of the year?—A. Yes. 


Mr. Krennepy (Peace River): And the farmer would have got that much 
more for his live stock. 


By Mr. Sommerville: 


Q. The farmer would have got that much more for his live stock, that is 
the point Mr. Kennedy makes. Now, there is a further point I think Mr. 
Kennedy was discussing yesterday relative to this and that was—could you 
throw any light upon it—that was the point that while the price of live stock 
declined rapidly, the price of the finished product declined slowly, and the 
price of the finished product lagged far behind that of the raw product and 
provided an extra amount of money out of inventory in the interests of Canada 
Packers or all of the packing companies?—A. No, I do not think there are any 
figures that would show that. 


Q. To be able to show that you will have to have a comparative statement 
showing the prices from day to day of the finished product, as against the 
prices paid from day to day for the live stock product?—A. Yes. 

Q. Now, there was another phase of that question that was raised yester- 
day, that was the question of reserves?—A. Which one do you want to take 
first? There are two ways of looking at it, one is the reserve at the end of 
the period, and the other is the situation during the period. 


- 
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Q. If you will take the situation during the period that will lead up to 
the situation at the end of the period, that is the first page of your statements? 


A. We have prepared a statement headed:— 


CANADA PACKERS, LIMITED 


ANALYSIS OF GENERAL RESERVE FOR THE PERIOD FROM THE INCEPTION OF THE Company, Avueaust 15, 1927, 


to Marcy 29, 1934 


Sundry General Total 
Reserves Reserve 
$ ots. $ «> ets. $ ~—s cts. 
Year ended March 27, 1929:— 
Inventory written up from lower of Cost or Market to Cost 
(Bool OntEy)c 62. mewn a> Glock Lee bal suk od Abe PA AARP so 586,268 95} 586,268 95 
I Pek Ste OU ETE COM Uis cana s «Ae see cag bari opie e pauliee ar cies oie? 52,982 64] 98,678 42] 146,661 06 
en laNCO BORG MOECI AT 1920. vues oeeiiseinpa swisicae so seb oe Sep Oeics 52,982 64] 679,947 37| 782,930 O1 
Year ended March 29, 1930— 
OPER COE ee ea. os ok sek Way Sales bos MOSEL ALE ED 18,937 51 
Sot aside ON Ola rol tes :louckie oxid ni ere. Mibould «19hau.s petio 2s bop 100,000 00} 81,062 39 
Mwionceds at Mare 21, L9s0.- 205.05 va ask ss Rsieeee 2. Sree 34,045 13} 779,947 37| 813,992 50 
Year ended March 26, 1931— ; 
Mattasidaout OF PrOfit,... +00. .13 Reel DOSeG wry OL) 1 eles 33,284 63] 60,510 34] 938,794 97 
Balance as ab Marel:26,, 1031 .caid. ealésangal) Jo sonal os-3a0m 67,329 76| 840,457 71| 907,787 47 
Year ended March 31, 1932— 
Transicr ti brotde?..sarceibintis ot) to aboced ods ta-.dait ovo 14 OIA OOS can dersaurs 5 11,914 99 
ee Ce BIA NLAbCU-al, LOSa. fiek a sie vce a vie eet nee ae Wee 55,414 77| 840,457 71] 895,872 48 
Year ended March 30, 1933— 
Bea ey UVES ie Cre fe oe ee Ee A Pia ae «6? 10,000 00) 615,000 00} 625,000 00 
Balance as at. March 30, 1933.c.5 .asg icidvs... 3b cade. a ets 45,414 77| 225,457 71| 270,872 48 
Year ended March 29, 1934— 
Trangter to. Protitsin.~s<.asiee taste Ae «oad RO weds vole eeoren ied 225,457 71) . 225,457 71 
Balance as at March 295.1984.neamcs ams O.78- OL diel weal: AD AlsyZ Ai. ot eae 45,414 77 


ee 


By Mr. Kennedy (Winnipeg) : 

Q. Mr. Shepherd, before you go on from there: referring to the first item 
on that page there is an expression used—probably I should know the term— 
the expression is “lower of cost or market to cost”; would you just explain that 
in full?2——A. “Lower of cost or market to cost’: it just depends on whether the 
inventory at cost is lower than the inventory at market; in this case the inven- 
tory at lower of cost or market was below cost, so they wrote it up. | 


By Mr. Sommerville: . 

Q. That is, the market price of the inventory at that time, was $586,268.95 
less than the actual cost; that is, they raised the inventory to cost?—A. Yes, and 
set up a corresponding reserve; in the balance sheet it really had no effect be- 
eause reserve of $586,000 was deducted from the total inventory figure. 


By the Chairman: 

Q. In that item of $615,000, and the $225,000, that is the two last items 
transferred from reserve into income account, would that be taxable under the 
law?_A. Oh yes, the reserve is. It had already been taxed in the period in 
which the profit. was earned. 
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Q. If you lowered your inventory you would also lower your income; how 
would they tax a vanishing income?—A. It would just transfer the income to 
the next year. When the reserve was originally set up they took that off and 
it would go into the taxation for that year. 


By Mr. Sommerville: 

Q. As I understand it, when originally set up it was set up by applying it 
against inventory on the one hand, and adding to bills payable on the other?— 
A. No, not that. It is shown as a reserve and used in that way; that is why 
we put in book entry, it has no effect on the real situation. 

Q. Yes, all right. That is an analysis of the general reserve for the whole 
period. Now then we come to page 3 of your report?—A. This statement 
shows: 

CANADA PACKERS, LIMITED 


SumMMaARY or Reserves ApplieED ON BALANCE SHEET AS AT MARCH 29, 1934 


Reserves deducted from Inventories: 


Inventories at the main plants......................... Jt 2d Shas ae aHED eee $ 184,823 48 
Reserve of Chicago plant as shown under Sundry Reserves in the attached summary.. 45,414 77 
Total. Reserves deducted from Inventories... ..:2¢¢1..¢.. 21. AY nee $ 230,238 25 


Reserves deducted from Investments in Government Bonds: 
Profits arising from purchase and sale of Government Bonds.......................... $ 26,619 91 
Reserves deducted from sundry Investments: : 
Profit arising from sale of investment in shares of Canadian Gas & Equipment Co., 
DCR aRe ARs A i CORRS EOS. Nn eit Ne. ORIN. “IVR Ra 164,496 31 


Reserve acquired through purchase of stock of subsidiary companies.......... 86,345 81 
185,944 51 
Otal free oe cote eteclan ete aa tae Fh Oey Lk ee: Gee $ 607,298 98 
In addition to the above reserves the Company owns 7,900 shares of Dominion 
- Stores Ltd. and 6,8223 shares of Stop & Shop Ltd., which are carried on 
the books at a combined market value of....... 0. sos ccc e eee encknss... $102,492 05 
Dominion Stores Ltd.—Market value, May 29th, 1934, $20.50 per share. 
TOU Marker Valco werner ek See te RE ane MGA MALE Sete $ 161,950 06 
Stop & Shop Ltd.—Market value, May 29th, 1934, $7.00 per share. 
BOG REAL: Velma ake noe ce tcr.2 ity tea sia e) aie Vig) 7 ee 47,757 50 
otal Market Value. (Maw 20th, 19840. si 02ci nhl aied awe ogee, $ 209,707 50 
Total Book Value = ST paedans’s UbRAICHELCHOAL 2. sea peta ota 102,492 05 
Pixcess of Marketidver Book’ Value. (01! 0, O& UOY S301 rataeae — $ 107,215 45 


By the Chairman: 

Q. Now, in regard to the Dominion Stores and the Stop and Shop: what 
proportion of the capital of Dominion Stores does 7,900 shares represent—have 
you any information on that?—A. It is roughly about 10 per cent, I am speak- 
ing just from memory. 

Q. And the Stop and Shop?—A. I do not know the figures, approximately 
15 per cent. 


By Mr. Heaps: 


Q. Does the book value represent the purchase price?—A. No, we gave 
you that yesterday in the statements; the original cost for Dominion Stores 
was $198,214.99, and Stop and Shop $378,759.45. 


By Mr. Sommerville: 


Q. We now have this list of employees which will be entered in the record. 
This indicates some of the information you are asking for, Mr. Heaps. 
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FEMALE 
CANADA PACKERS LIMITED 
HULL PLANTS 


Employees paid at the rate of 19 cents per hour and less, 
For the week ended March 21, 1934. 


Department == Total Rate Total 

hours wages 
$ ©~=s ets. 
“URSTSTATS NTO Se RI ge SA os ere Se meer retain 2 52+ 18 9 41 
> MORALE piares, wore. ir, Sete (hi eee OL eT ANG; 3 53 15 7 95 
” oP Pa RE Cee a RO ae eR Se eR Ee Oa 4 54 17 9 18 
cas 2 sae es Ral A eegre g ecnauceseh, 6 i ae PRS = RED Bete Whe A xs 5 Ba 15 7 95 
Pe eee acc ees UG eas mae ose Nas a Mee woe 7 214 17 3 61 
OU UNE ORR a Rn ie a otieus Alkin Sh clsiafe ones eosis gucgdtis/a) 51s 8 344 15 5 18 
GRR ee aed PEAR Wem Ore Auer ETTALS IRIN, WPI AE AN etn oe sre titi e Cat 9 31 15 4 65 
Cah ce alan ester. ati a oe 1660140 8) Send GCA 2d 10 153 15 2 36 
EM GAE CT Soe Gh ng Sse c wk acest ea ble mie sens y's wie wees 21 55 15 8 25 
ES IS i on? Be a hokee anaes, noth Hy gia + Beh MYRS CT eS = 22 544 15 8 14 
SE Ps yal yo Sut al So uneel eel vel ne OA Tl aN ese ae ems ea a 23 513 15 HB 
OE PURIe Stel OMT ENS. 20 b, t e ts aah Ones wees feo 24 504 15 7 58 
SAGsAeS ShIPpPINs ss okt Aad os ESTER ie ca Doe Sle ot ape 3% 25 563 17 9 61 
a Stel Serene EERO . CMR OTECT eae) ace BES 26 532 15 8 06 
Pp SEPITUTICTOY 0 oo lc tes Pe a ee lobe oe hg tie cols 0 Pete cM o Gia eles pat RYE 15 5 59 
4 KM iis Phat. FP errs eee ad ct Ye bale ve hie) Pete oe 28 294 17 5 02 
ey SB) Gadde 5 ap POET RRC AEE CUMIN CE aA Sin PPCM, Sag 29 294 15 4 43 
“i Ae EE eRe te Save REPENS SSS Pree ee ee es 30 374 15 5 59 
rv eee ieie tt d4y5 | Headend. Feu Pet I i TUR iis ee» 31 44 15 6 60 


Total Female—19. 
Boys 


CANADA PACKERS LIMITED 
HULL PLANT 


Employees paid at the rate of 19 cents per hour and less. 
For the week ended March 21, 1934. 


Departments — Total Rate Total 

hours wages 
$ cts 
Pireor OF etOras Ores: eal ibis ree he eee Rees = SEES UF 1 312 15 4 76 
STK OUAOUSOM. « ch ke beidi ds oe Childe do. SEs ak ots 3 Se EMS. AGI 6 434 15 6 49 
OE UR aR Re at A eS Oo EE ee eer rrr 11 524 17 8 93 
¥ 12 434 19 8 27 
» pte hate i RO eres 13 433 15 6 53 
Casings Ae Ree MPR oS PREP ec eaeie es eo eferha shots estes Sates 14 553 19 1273 
CE eg ees Bale nee ortatay en Pe ioe els al oraliehe Se Spa Vales evepenagee 15 144 15 2 14 
“Phys eta Sad ide gad ira ene ptan ne Eta 2 16 343 18 6 26 
Shipnine? to Ale. Leet hoe Omi ey Gls Se 17 65 15 9 75 
re ee Ae 4 Sag SANS Ei pe EOIN IN Oi ae nA Pe We a 1 . a 
SE OEE ASO NG EEE STE SEN 20 51h 19 9 79 
Re E RUD oe oes a ep oe Beis Ae enna Pos smears oe 563 15 8 48 


Ee 


Total Boys—13. 


By the Chairman: 
Q. Before we leave that: do I understand that in the Hull plant there is 
no stand-by other than what you mentioned in the killing?—A. Yes, sir. 
Q. How about the Toronto plant?—A. Only in those cases that I men- 
tioned, where the delay is due to causes outside of the company’s power; those 


are all we could locate. 
Q. That is in the killing plant?—A. Yes. 
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By Mr. Sommerville: : 

Q. And the delay in the delivery of the products to the plant?—A. Through 
spotting cars and so on. : 

Mr. Instny: The statement last read by Mr. Sommerville, is that a state- 
ment of all the female labourers in the Hull plant getting 19 cents an hour or 
less. 

The CuHatrMAn: It shows those getting 19 cents an hour or less. 

Mr. Itstey: Yes. What is the total number getting 19 cents or less? 

Mr. SOMMERVILLE: It was given as 25 per cent. 

The Witness: 20 females and 12 boys. 

Mr. Iustey: So there were 20 female employees in the Hull plant getting 
paid less than the minimum wage according to the Quebec law?—A. I could 
not say. } 

Mr. SoMMERVILLE: He does not know what the minimum wage may be for a 
town the size of Hull in the Province of Quebec. 


By Mr. Edwards: 
@. You do not know what the wage is for comparable work in the Toronto 
work?—A. No, except on the basis of the general average being higher. 
Q. It is higher in Toronto?—A. Yes. 


By Mr. Sommerville: 
Q. In the Toronto-plant you have what?—A. 114 cents higher average 
over all. | 


By Mr. Edwards: 


Q. Per hour?—A. Per hour. 
Q. 114 cents per hour higher at the Toronto plant for work comparable, 
to that in Hull?—A. No, that is for all work. 


By Mr. Sommerville: 

@. That is for all work. That is, the average at Hull for all employees is 
284 cents, is that right?—A. Yes. 

Q. That is, hourly; and at Toronto the average is 393 cents?—A. Yes. 

Mr. Hears: Mr. Sommerville, can you say whether there is a minimum wage 
law in Quebec that covers packing plants? I don’t think there is, myself. 

Mr. SOMMERVILLE: I can’t say, offhand. I would be surprised if it did not. 

Mr. Hnaps: I don’t think it covers packing plants. 

Mr. SoMMERVILLE: Perhaps not. 7 

The Cuairman: Apparently not. 

Mr. Epwarps: It is not enforced. 


By Mr. Sommerville: 

(. Before we leave this, in connection with the question of the dressed 
cost of the various products you have mentioned at the Canada Packers, I 
understand the packers pay a certain price to the Union stockyards on cattle 
and livestock shipped direct, even though they do not go through the Union 
Stockyards?—A. May I read this? 

Qs Yeo?—Ae Thea charges paid to the Union Stockyards Limited on live- 
stock are as follows— 

Q. While you are at it, you have Swifts also?—A. We have Swifts. 

Q. Swifts also pay?—A. Yes; 
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Q. You might just give us both at the one time?—A. The charges paid to 
the Union Stockyards on livestock, according to Swift’s figures were as follows— 

Q. Those are direct shipments that do not go through the yard?—A. Yes, 
that is so. Hogs, 6 cents per head. 

Q. Swifts?—A. Yes. Hogs, 6 cents per head on 40 per cent. Swifts, hogs, 
6 cents per head. Packers, 2-40 cents per head. | 

Q. 2:4?—A. 2-4 cents per head. Sheep and lambs, 5 cents for Swifts and 2 
cents for Canada Packers. Calves, 10 cents for Swifts, 4 cents for Canada 
Packers. Cattle, 25 cents for Swifts and 124 cents for Canada Packers. The 
number of head is the number shipped direct to the plant and excludes the live- 
stock purchased through the stockyards. A summary of the amounts in value 
paid to the stockyards is as follows: this figure now is Canada Packers,—In 
April, 1933, they paid $1,352.76; May, $1,407.54. 

Q. Perhaps you could give us the total for the year?—A. The total for the 
year is $15,322.66. 

Q. For the year ending March 
$16,717.88. 

Q. The difference between the price paid by Canada Packers and Swifts 
had better be explained lest it be misunderstood?—A. We are informed that the 
~ reason for using only the percentage of the number of heads purchased is that 
his agreement applied originally to Harris Abattoir Company only; and when 
the Harris Abattoir, Davies’ and Gunns’ plants entered into the Canada Packers’ 
merger, it was agreed that only the percentage of the total purchases of either 
company should be required to be paid upon. 

Q. And the percentage is what?—A. 40 per cent, on all except cattle 
which is 50. 

Q. On all but cattle, 40 per cent pay the regular yardage rate?—A. No, 
40 per cent 

Q. 40 per cent pay?—A. Of the first figure quoted. 

Q. 40 per cent of the 6 cents?—-A. Of the 6 cents on hogs. 

Q. And 40 per cent of the 5 cents on sheep, and 40 per cent of the 10 cents 
on calves?—A. Yes. 

Q. And 50 per cent of the 25 cents charged on cattle?—A. Yes. 


By the Chairman: 

Q. Paid by the packers?—A. That is the amount paid by the packers. 
Swifts pay the highest. 

Q. Let me ask you this: These two packing companies pay to the Union 
Stockyards those fees that you have recited?—A. Yes. 

Q. On cattle, hogs, sheep and calves that do not pass through the stock- 
_ yards at all, but that are delivered direct to their plants?—A. Yes, that is so. 

Mr. Youne: Why is that? 

The CHAIRMAN: Because they own the stockyards, I suppose. 

Mr. Youne: Why do they pay anything? That is the first question. 

The CuHatrMan: Why don’t they put them through the stockyards is the 
second question. 

The Witness: We are told that the reason was to bring the stockyards to 
that particular district, so that they would locate there. 

Mr. SomMERVILLE: The stockyards were there first. They located after the 
stockyards, so that that could hardly be the situation, 

Mr. Kennevy (Winnipeg): Why the difference? Mr. Sommerville, will you 
cover that? 


A. March, 19338. For 1934, it is 


By Mr. Sommerville: 
Q. In the case of Swifts, they had an agreement to pay the full rate on all 
the stock that came direct?—A. Yes. 
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Q. And in the case of Canada Packers, when the agreement was made it 


was made with Harris’s?—A. Yes, that is so. 


Q. That was before the amalgamation; and Canada Packers and Davies 


had no such agreement?—A. No. 


(). Therefore when the merger took place the agreement continued in so far. 


as Harris’s were concerned?—A. Yes. 
Q. And it was put upon the percentage basis?—A. Yes, 


(). So that the total percentage of their direct livestock receipts was indi- 


cated as being 40 per cent?—-A. That is so. 
Q. As applicable to Harris’s?—A. Yes. 


(). And therefore they pay 40 per cent of the fee on all they buy rather than’ 


the full fee on 40 per cent of what they buy. It works out at the same thing. 
As I understand it, Swifts and the Canada Packers own the bulk of the stock of 
the Union Stockyards?—A. I don’t know that. I have the holdings of the Can- 
ada Packers here. 

Q. Well, you have the holdings of both Canada Packers and Swifts?—A. 
Swifts’ holding is in Chicago. 

(). All right, let us leave that. With reference to the profits in 1934 of 
Canada Packers, looking at their net profits for the year— —A. Exhibit “B” in 
the report, is it not? 

(. Yes, Exhibit “B” in the report. In that the net profits for the year, 
before providing for income tax, was shown as $1,881,179.76?—A. That is SO, yes. 

(). That is correct, and that was after providing for all these other reserves, 
depreciation and costs of every kind?—A. Yes. 

Q. Leaving only the question of income tax to be provided for?—A. Yes. 

Q. Now, this year a large sum is provided, $430,000, for income tax?— 
A. Yes. 

Q. Several times the amount that was provided out of the previous year’s 
profits, because of the necessity or the possibility of having to provide for income 
tax on the previous year’s income?—A. That is so, but not solely. A part of it 
is the year’s provision. 

Q. A part of it is this year’s provision?—A. Yes. 

Q. In addition to the regular disbursements of this year, as compared with 
the previous year, was there in the year 1934 a provision for a substantial 
amount being paid in bonuses?—A. Yes, there was. 

Q. Do you know what the total amount for the entire number of plants 
was?—A. No, we have not got that. - 

Q. For the entire number?—A. No. 

(). But for the Toronto and Montreal plants, what did that amount to?— 
A. Toronto and Montreal combined is $122,583.05. 

Q. Was the amount of bonus distributed among a number of the executives, 
foremen, buyers and chief salesmen?—A. Salesmen, office staff, superintendents, 
buyers, branch managers, car route salesmen, storage employees and fertilizer 
division. 

Q. This sum of $120,000 odd was provided for those two plants?—A. Yes. 

Q. But the other plants you have not the amount of?—A. No, we have 
not been furnished with that. 

Q. That added to the $1,881,000 odd would represent upwards of $2,000,000 
of net profit for last year, before providing for income tax?—A. Yes. 


By Mr. Ilsley: 


Q. Do I understand the income tax of the previous year was not paid, or 
that there was some question as to whether it was paid?—-A. There have been 
some amendments in the adjustments which they are making provision of 
$153,000 for. 
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By Mr. Sommerville: 
Q. The evidence given was that each year they set up a sum of somewhere 
around $100,000 approximately?—A. A little over that. 
Q. Say $125,000; and that is provided against the profits of each year. 


_ This year there is provision set up of $430,000. Then were there some contracts 
_ for advance advertising charged against the 1934 profits?—A. About $25,000. 


) 


Q. That is on an advertising program of some $50,000?—A. That is so. 
Q. That had not been used at the 3lst of March, 1934; $25,000 represented 
advertising still to be used, but it was charged against the profits or operating 


costs of 1934?—A. That is so, the year ended March 29, 1934. 


Q. Then should there not be added to these profits some portion of that 
depreciation that has been referred to? The total depreciation deducted last 


year was, I think you said, something like $753,000?—A. Approximately. 


Q. And on the basis of last year’s depreciation you intimate that the 
depreciable assets would be all wiped out in 64 years?—A. 63 years. 

Q. Then to the profits of last year should there not be added some amount 
of that depreciation?—A. I think probably, yes. 

Q. Yes, the amount of which you are not able to definitely ascertain?— 
A. No, that is so. 

Q. Then should there not be added back to these profits that deduction 
from inventory of the $45,000 that was to be found in the Chicago account? 
—A. It could be added back, yes. 

Q. In that event, the net profits of last year would substantially exceed 
$2,000,000?—-A. Yes, they would. That is, of course, before income tax. 

Q. The figures which you have used in your calculations have been the 
company’s own figures of net after providing for income tax, of $1,440,000?— 
A. That is so, yes. 

Q. You were going to present the disposition of the net income over the 
period, a consolidated statement of the income?—A. Yes, I would like to point 
out that this statement has been typed from our statement, and I have not 


got my own statement back again, so I am just assuming that it is correctly 


transcribed. 
CANADA PACKERS LIMITED 


DisposiTIon or Net INCOME BEFORE PROVISION FOR Depreciation, Aucust 15TH, 1927 Tro Marcu 29TH. 934 


Ae SP era NA AN SID e TY ae ree ce oe aie eras: corn nied dip ie ic Rage alee e wy ae Gs totes 2 tie Sie aa aie $ 4,654,181 
Dividends paic.on, Préferved) Stoéked sdse acts cl aed Seite 245 $ 2,896,316 50 
Less adjustments applicable to.Prior Years..............:..+++4-- 185,565 54 2,710,750 96 
Netidhcanision Period akresos) ansilid Melt aeey Bt ces7- oR eee. voit 7,365,332 61 
Add: 
Credits to Depreciation Reserves (Net)..............0ee0eeee-+-8 5,042,881 83 | 
Decrease inSurplus om Anpraisals:..2 . ALOIW OU. ALS..204. AES 455,560 73 4,587,321 10 
Hxtraneous Prohts not credited to Profit Sur: on (Net) ir... 360, 348 30 
int Income belore Oroarislon TOF Gepreci ation css shana. cede syd anes ee ete F< SR ew eR nee ep $ 12,313,002 01 


Disposition of Net Income before provision for Depreciation. 
Retained in business as: 


Wiis Capital ee ke sake olan te gn cee ten Tate. eo ae, One ce um oe 
axedt Naseta ere ete SE. eet. Boek sf eae 380, 883 98 
Cash an’ hands.of Sinking Fund Trustees... .... 2.0... 0.¢0008. 49,983 20 
oa MLE. ANS CCAS Oe SIAL ah. bgt ede ee be ae 6,451,865 07 
Pelucsion migund ryisasetss.j2) hes eae ..b anid he oe LL eS: 694,135 41 


5,757,729 66 
Payments for: 


Sparen RPM be Nee. 0 va a Se BE SER SC See, SRT, 2,896,316 50 
FLL OHAD GION OlONUS, 0. chek, «ire ree Gntl oo aie er Avr acretan:: aon! 3,075, 700 00 
HOCUS DEON Ol CARIUAL BUOCK <0 8 fig, fete gs caer cw mes fetes sens set 583,255 85 


6, 555, 272 35 
12,313,002 01 
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CANADA PACKERS LIMITED | 


Profits applicable to Prietr: Years, 220 Stee i DAW OVI SSOS Dive. $ 185,565 54 


Profit on Purchases by Canada Packers Ltd. of the bonds of its i) 
SUSI IATICS 3 Po eae Wie? Hadkctedwsr ta sacar. $ 99,598 70 
Less Proportion taken over at inception of Company.............. TLV IGin ts 
88,436 95 
Acquired through the purchase of Stock of Subsidiary Companies 86,345 81 174, 782 76 
ExamneousPraices (CNat)..0 te A. AS 6h obi dendinsetenhl ls ae ee 360, 348 30 


Q. All right. This is a statement of what?—A. Showing the disposition of 
net income before provision for depreciation, covering the period from August 15, 
1927, to March 29, 1934. We start with a surplus as at March 29, 1934, as shown 
on the balance sheet of this date, of $4,654,181.65. We add back dividends paid 
on preferred stock, after deduction of certain adjustments applicable to prior 
years, which gives a total of $2,710,750.96. The net income for the period was 
$7,365,332.61. Add back to that credits to depreciate reserves, $5,042,881.83, less 
decrease in surplus on appraisals of $455,560.73, which gives you a total add back 
of $4,587,321.10. 

Q. You add back extraneous profits not credited to profit surplus?—A. The 
surplus, I take it, must be $360,348.31, giving you a total net income before pro- 
vision for depreciation of $12,313,002.01. Then we show the disposition of this 
net income before provision for depreciation. Of this total there is retained in the 
business as working capital $6,020,997.89; fixed assets, $380,883.98; cash in hands 
of sinking fund trustees, $49,983.20, a total of $6,451,865.07 less reduction in 
sundry assets of $694,135.41, a total retained in the business of $5,757,729.66. 
Then we add back payments for dividends, $2,896,316.50; for redemption of 
bonds, $3,075,700; for redemption of capital stock, $583,255.85, a total of 
$6,555 ,272.35, the total of these two items being $12,313,002.01. 

Q. That shows you what the total net profits have been in that period, and 
how they have been disposed of before making provision for depreciation?— 
A. Yes. 

Q. And in making provision for depreciation, whatever depreciation has been 
allowed has been charged or is to be found included in the amount retained in 
the business?—A. Yes. 

Q. As working capital?—A. Yes. 

Q. That is represented in that?—A. Yes, and other assets. 

Q. Will you just finish up the entries that you have upon this page; you were 
showing how the extraneous profits that have been referred to are made up ?— 
A. Yes. Profits applicable to prior years, $185,565.54. That is a surplus adjust- 
ment. In other words, we have adopted the company’s profits, but these were 
adjustments that went direct to surplus, 

Q. And they are reflected in the previous statement?—A. Yes. Profit on 
purchases by Canada Packers Limited of the bonds of its subsidiaries, $99,598.70, 
less proportion taken over at inception of company $11,161.75 gives you a net 
of $88,436.95. Acquired through the purchase of stock of subsidiary companies, 
$86,345.81, the total being $174,782.76, a grand total of $360,348.30. That is the 
amount shown in the statement. 

Q. Out of last year’s profits there were paid in dividends to the preferred 
shareholders, I understand, some 175 per cent?—A. No, that would be out of the 
surplus. 

Q. Out of the surplus account. That represented 17 per cent?—A. $17.50, 
I think is the figure, but we will look that up. 

. That represented arrears of dividends of $10.50 and $7, the current divi- 
dends for 1934?—A. For the current year. Dividends are now paid up to date. 

. Dividends are now being paid up to date?—-A. Yes. 
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: 
Q. Will you just explain the system of bookkeeping in the packing plants, 


- both Swifts and Canada Packers, to indicate what difficulty there is in getting the 


original purchases of live stock and showing the way that is handled through, 


and the ultimate amount received for that live stock so that the committee may 


have that explanation fully before them?—A. Do I give it in there? 


Q. No, you have not?—A. Just what actually happened is that all these 


| departments are treated as separate entities. There are in Packers in excess 
of 70 departments, in the Toronto plant, and J take it in each of the other 


main plants. That means that you have 70 departmental accounts. Those 
accounts are brought down to a statement of net profit or loss, and that net 


profit or loss is the item that is transferred into the books of the main branch. 
The details of how that is arrived at can only be got by taking each of those 
70 departments and tabulating the results for 13 operating periods at 6 different 
plants. I think we gave the figures yesterday of the time that it took us to 
tabulate the results for one year at Toronto. We have those results here. It 
took four men four weeks. 


Q. To tabulate the purchases?—A. Well, to prepare what might be called 


an ordinary operating account for the Toronto plant. We have that here. 


By Mr. Kennedy (Winnipeg): 
Q. While you are on that point, let me interject a question there. Let us 


refer now to a given plant, say Harris Abattoir Company Limited, of Toronto? 


—A. I don’t think that one would suit your purposes, because I understand 


it is not in full operation—yes, it is all right. 


Q. All right, take the Harris Abattoir Company, Limited, at Toronto; 


assuming they have some 70 departments, and that each department has a 


cost basis and works out its net profit or loss and reports it. That is so with 
the other departments of Harris Abattoir?—-A. Exactly. 

Q. They report their net standing?—A. Yes. 

Q. And the cumulative effect of that net standing is reported to Canada 
Packers?—A. Yes, to the main branch. 

Q. Now, before any given department of Harris Abattoir can report a loss 
or profit, they surely have to make up a statement themselves, to show how they 
arrive at that?—A. They have. 

Q. All right. Suppose each one of those departments has made up such a 


Hy statement, would it not be possible, upon request, to obtain from them not 
necessarily verification, but to obtain from them a statement showing how 


their net position is arrived at, showing the gross position and the resultant 


net position?—A. I think they could do it, but it would be very costly. 


Q. No, but they must have made up such a statement in order to put 
in their report as to their net position?—A. No. If you will notice, the report just 
starts with net income. 

Q. I know. That is where it starts here. But before any given department 
ean report its position, surely to heaven they have to make up a statement, and 
show the whole picture, to arrive at a net result?—A. The department has it, 
but the management do not consolidate. Some four years ago they used to do 
it, but they have discontinued it. 

Q. If a given department has that, can’t it submit that?—A. It can, yes, 
but it is a matter of tabulating 70 departments. In order to get a year you 
have to tabulate 70 departments for 13 operating periods, with perhaps 50 items 
each, and do the same thing for six separate plants, and then consolidate it. 

Q. I am not talking about auditing, I am speaking about before a given 
department can say, “Our net position is so and so,” they themselves must have 


prepared a statement showing how that net position is arrived at?—A. Yes, 


that is so. 
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Q. That statement will show their gross position and the resultant net 
position, would it not?—A. Yes. | 
(. Then having done that, surely those statements are available in each 
one of those separate departments and could be supplied upon request?—A. | 
They could, yes. But I have just given you the time it took us to effect it in | 
one plant for a year. | 
Q. But if they have them already, surely they could be got. It might take | 
them half an hour?—A. Do you mean that the consolidation is available in | 
all departments? 
Q. No, I don’t mean that. In the individual 70 departments, those state- . 
ments must be available?—-A. Yes, they are. | 
(. If those are available, and were submitted, would they not throw a lot | 
of light upon the matter?—A. They might, but the time required to get that 
information is so tremendous. 


By Mr. Sommerville: 

@. Do I understand, Mr. Shepherd, that while there are these records in: 
each department, these must be consolidated before you can get a picture of 
operations?—A. Exactly. 

@. And in order to consolidate those in the one plant for one year you 
required four men for four weeks?—A. Yes. 

Q. To get a picture in one plant, and for the purposes of certain informa- | 
tion for this committee?—A. Yes. ; 

Q. I think you have estimated what the cost would be to the packers to: | 
get that information consolidated in the various plants?—A. Well, we thought | 
roughly it might be in-excess of $25,000 a year. 

Q. And at the time of the merger of the different independent plants they — 
had consolidated statements?—A. I do not think all of them, but I am informed | 
that some of them did. That was discontinued. | 

Q. And now each department keeps its own records?—A. Yes. 

(). Each department just sends in the net position?—A. Yes. 

@. You could get the full consolidated position for all the plants by the © 
expenditure of time and money in consolidating these various departments?— 
A. Yes, but I do not know how accurate they would be because you would 
find it rather difficult to eliminate inter-departmental transfer and sales. 

Q. All these departments deal with each other?—A. Yes. 

(). And these inter-departmental transactions would complicate the situa- — 
tion in the consolidation?—A. Yes. 

(. You found that so?—A. Yes, it could be got, no question; it is a matter 
of time and money. 

€). Quite so, I do not want the impression to prevail that there is anything 
of an abuse of packing house methods under the present system, but it is a 
system that is in force in the leading packing house plants of this continent? 
—A. That is so. 

Q. And is a well recognized system for the big packing plants?—A. Yes. 

@. We have here Burns in which the information is available with respect 
to that plant in another form?—A. Yes. 

(). Where you have your purchases and your sales, and you have your 
i throughout; but that does not prevail in Canada Packers or in Swifts ?— 
A. No. 

@. Therefore, you have been obliged to take the situation as it is and 
build your statement in the time that you have had upon that information? 
—A. Along the lines on which the company’s figures were available. 

Q. It would be possible then with the expenditure of time and money to 
find out how many cattle had been purchased—how many head of live stock 
—what had been done with them, what had been paid for them, and what had 
been received for the full product at the end?—A. Yes, it would. 
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Q. But, as you say, one would have to go through this process you are 
describing to get that consolidated statement?—A. I think it is a fair statement 
to say it would mean virtually re-writing the records. 


By Mr. Kennedy (Winnipeg): | 
Q. And the effect of such a system is to render it exceedingly difficult for 
us to get the gross position with respect to any of these companies?—A. That 
is so, but I think the answer to that is perhaps that such information is not 
necessary for packing house management; it is not what they are interested in. 
Q. Yes, this committee is interested more in their net position than it 1s 
in their gross position. 


By Mr. Edwards: 
Q. Is it not to get away from this heavy expense that they have that 
system?—A. That is one factor. 
| Q. It is for that reason that these test runs are made, and these test runs 
are satisfactory to the operators of the plant; is not that the idea?—A. [| 
think so. 


By Mr. Sommerville: 

Q. And is not another reason the fact that by the present method you can 
get a four-week return on your operation, or a quarterly return very rapidly ; 
whereas, under the old system, you had to close your books and wait until 
you got your statement off before you knew your position?—A. When you 
got the information it was too late to use it. 

Q. You would get it too late to use it, market conditions might change 
before you could make use of it; but under the present system of having a 
four-week period, there is a check-up every four weeks on the various depart- 
ments on the net position?—A. Every week in fact. 

Q. And then, a four-week accounting period?—A. Well, it is 18 to a year. 


By Mr. Kennedy (Peace River): 
Q. Just what does a test-run mean, I do not think it has been explained? 
—A. It is an estimate. 


By Mr. Sommerville: 

Q. Of which we have some example?—A. It is right in the packer’s report 
here; to secure approximate profit and loss margins for their own information 
they should occasionally have test runs made. 

Q. Do they take a bunch of stock through and check the time?—A. No, it 
is based on an estimate in relation to 100 pounds of product. 

Q. I think that is in the memorandum which Mr. Shepherd has already re- 
ferred to, and which was read yesterday. 

Mr. Kennepy (Peace River): As long as it is in the evidence we can see 

how it works out. 

Mr. Sommervitte: Then, of course, the test itself is based upon there being 
a certain number of hams, bellies, loins and shoulders in a hog in certain pro- 
portion; but some of that may be sold as fresh meat, and some of it may be sold 
. eee or sausages, therefore the test does not apply all the way across the 

oards. 


Mr. Kennepy (Peace River): No. 


By Mr. Sommerville: 


Q. Just by way of further explanation of these departmental accounts, where 
you say each department is kept separate and distinct; one department then, 
say the beef department, may in its net position show a loss of $5,000—is that a 
fact, it may show a loss?—A. Yes. 
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@. Then that beef goes into the sales department and the sales depart- | 
ment may show a net profit of $25,000?—A. Yes. | 
Q. And that sales department covers the sales not only of the beef and hog 
products, but sausages, eggs, produce and everything else?—A. Yes. 
Q. So that the sales department profits do cover profits from all of the | 
products handled?—A. Yes. | 
(. And when a report is made as to the profit on the sales department, that — 
again is a net figure?—A. Yes. 
(). So that in the accounting of that department there may be a loss on the | 
operations of that department—there may be a loss of half a million dollars | 
on sales in the beef department, and again of $600,000 in the sales department, — 
and the net position would be a net $100,000 profit?—A. Yes. 
@. And the sales of this particular company during the last year, I think 
you said, amounted to something like $54,000,0002—A. $54,000,000. 

Q. And over the five-year period amounted to an average of $77,000,000, 
and these come through its sales department?—A. And other departments, © 
branches and car routes. 

Q. Now, can you tell us—take for instance the Hull plant—can you give 
us the result of the operations in the Hull plant, the profit, for the year 1930— 
the last year, in which you have these operations?—-A. Adopting the company’s 
figures: at the Hull plant in 1934 there was a profit of $9,369.21; in 1933 there 
was a loss of $27,931.86. But I might explain that these profits are after 
including the 6 per cent interest which we mentioned before; that is, 6 per cent 
interest on the capital invested in these plants; and writing that back on an 
arbitrary basis we show a profit before interest is paid of $39,835.59 for 1934, 
and for 1933 a loss of $129.67. 

Q. I understand the total amount of interest charged to the various 
departments of the branches during the year was a sum of something like a 
million and a half?—A. Approximately that. 

Q. Which simply means that every department could break just even, make 
neither a loss nor a gain, and yet there would be a profit to the company of 
Poser ie a million and a half?—A. One million four hundred and ninety- 
six dollars. 


By Mr. Kennedy (Peace River): 
Q. Six per cent is charged against the inventory, or the stock that is 


brought in?—A. The assets used in the operation of that department—you mean, 
what is it charged against. 


By Mr. Sommerville: 


Q. No, what is the charge?—A. What is it calculated on? 
Q. What is it calculated on?—A. On the assets used in the operations of 
that department. 


By the Chairman: | 


_ . What would the aggregate be, the $18,000,000, or $11,000,000 capital 
investment’?—A. It is calculated on accounts receivable, inventories, and certain 
arbitrary fixed assets. 


By Mr. Sommerville: 


Q. A certain arbitrary fixed asset valuation, and that certain arbitrary fixed 
valuation is based upon the book value of these fixed assets in the various com- 
pany’s books?—A. It is on $15,368,625.37 plus real estate; these are the actual 
assets taken in, and then real estate $1 353,925.41. 

Q. That would be a basis of $15,000,000?—A. Approximately. 
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Q. If it were a basis of $15,000,000 that would be $900,000?—A. Then you 
have accounts receivable and inventories in addition. 

Q. So that you have fixed assets of $15,000,000?—-A. You see the basis is 
disturbed all the.time, so it would not be a fixed amount. 

Q. I understand that, you have your 6 per cent interest charged on fixed 
assets of approximately $15,000,000°?—A. Yes. 

Q. Plus the interest charge on accounts receivable?—-A. And inventories. 

Q. And that in last year was $1,496,000, and in previous years a sum 
approximately the same? 

Mr. Iustny: What accounts receivable are these, amounts receivable by the 
Hull plant? 
Mr. SOMMERVILLE: By all plants. 


Mr. Iustey: If, but take a particular plant; what is the Hull plant—on 
what accounts receivable is the Hull plant charging 6 per cent. 


By Mr. Sommerville: 

Q. I would just ask. Mr. Ilsley would like to know on what accounts 
receivable the Hull plant would charge 6 per cent, or would they charge 6 per 
cent?—A. The amount of money invested in accounts receivable at that date, 
which would be the amount owing the packers at Hull by the people to whom 


| they supphed goods. 


By Mr. Kennedy (Peace River): 


Q. You say the 6 per cent is charged, that means it enters into the cost of 
selling the product?—A. It is charged in calculating their departmental profits 
or losses, it is an operating expense. 


By the Chairman: 

Q. That is not a common practice in accountancy, is it, to charge interest 
charges of that kind unless it is a bonded interest, as an operating cost?—-A. Oh, 
it is done. 

Q. I always think it is wrong?—A. It is done now in any industry. 

Q. Why should not they charge that interest charge after ascertaining what 


_ the operating profit is?—A. I think what they are trying to do is to provide a 


selling margin there; in other words, if they can realize a flat rate after calcu- 
lating that interest, then they know they are making so much a year. 
Q. Yes, I see. 


By Mr. Edwards: 


Q. Is it not on the basis that if a customer paid cash and he had to borrow 
money from the bank he would pay interest for it; the packing company carry 
him for a month or two months—whatever it may be—and they simply charge 
him at that rate the same as a bank would?—A. They are not charging the 
individual, no. 

Q. On the amount of money they are using in carrying these men?—A. It 
is just the department that is charged that, it is not charged to the customer. 

Q. It is passed on?—A. No. 

Q. It is a fair charge, isn’t it?—A. Really, it is an accounting procedure, 
that is all. 


By the Chairman: 

Q. But we have not been able to get the information with respect to yester- 
day; namely, the amount of livestock purchased by the company as a whole 
and the amount paid for that livestock, and then the total amount received out of 
meat products? 

Mr. SoMMERVILLE: You could probably give that for the Toronto plant? 


The Witness: Yes, we have it for the Toronto plant. 
86332—152 
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By Mr. Sommerville: 


. Well, let us have it for that one plant?—A. Sales and transfers to out- 
side branches. This is for the year ended March 30, 1933, the Toronto plant only, 
$20,308,982.57; cost of livestock and other products, $15,826,703.22—that repre- 
sents 78 per cent of the sales. Materials $172,411.52, packages $658,808.04— 
which represents 34 per cent of the total of $16,657 ,922.78. The excess of sales 
over the cost of livestock materials and packages being $3,651,059.79, or 18 per 
cent. And then, expenses: we have the detail down here, do you want expenses? 


The CHAIRMAN: You had better give us them. 


The Wirness: Supplies purchased $24,042.04, supplies transferred $5,865.04, 
labour $827,760.69, Workmen’s Compensation Insurance $5,791.17, interest on 
Inventory $94,536.46, insurance on inventory $1,410.68, power $12,578.53, engine 
room $177,906.52, refrigeration $106,433.50, repairs $82,303.37, stock pens 
$60,767.06, stables $1,057.15, storage $62,191.01, laundry $12,597.06, plant over- 
head $218,107.96. 


By the Chairman: 


Q. What is that made up of?—A. We have not the detailed analysis of it 
—labour, and I take it depreciation, would be in that. Inventory $1,527.20, 
water $3,464.26, buying expenses $60,788.62, shipping $139,906.24, telegraph 
and telephone $4,858.85, advertising $22,868.26, interest on accounts receivable 
$31,316.05; car routes, salesmen’s salaries expenses, etc. $656,557.12, branch 
house commission $176,605.41, bad debt provision $27,528.20, sundry $8,899.28; 
fixed charges, depreciation, interest, etc. $479,372.12; travelling $3,577.68, head 
office, etc. $502,131.17. 

Q. What would that be?—A. That would be all the salaries, clerical 
expenses, management and general administration. 

Q. Nearly a million dollars in those two items. 


By Mr. Sommerville: 


Q. What is the last item?—A. General administration expenses, $502,131.07, 

(). That is, in your fixed charges, depreciation, etc. $479,000, and general 
administration $502,000?—A. Yes. <A total of $3,812,747.30; and the result is 
a net loss of $161,687.91. 

I would like to point out there, the item of labour $827,760.69, is not the 
only labour; in these other departments—engineering, refrigeration, and so 
on—there is a good deal of labour in there too. 


By Mr. Sommerville: 


Q. Now, in this item of $161,000 loss; in showing that is this 6 per cent 
included in the item?—A. Oh, yes, in respect of accounts receivable and interest 
on inventory. 

@. What does it amount to?—A. Interest on accounts receivable is 
$31,316.05, and interest on inventory is $94,536.46. 


By the Chairman: 


@. Will you have that statement typed and supply the committee with a 
copy of it? I would like to examine that with some care.—A. Yes. 


By Mr. Sommerville: 
Q. That is for the year just closed, 1933-1934?—A. March 30, 1933. 
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By Mr. Boulanger: 


Q. Have you the same information with respect to the Hull plant?—A. No, 
we have not. 


By the Chairman: 
Q. Have you it for any other plant beside this one?—A. Only Toronto, sir. 
The CHAIRMAN: We will stand adjourned until 3.30 o’clock this afternoon. 


The committee adjourned to meet again this day at 3.30 o’clock p.m. 


AFTERNOON SESSION 
The committee resumed at 3.30 p.m. 


A. B. SHEPHERD, examination resumed. 


By Mr. Sommerville: 

Q. Just while we are waiting for the typed copy of that gross profit state- 
ment which you read to us from Canada Packers’ Toronto plant for last year, 
may I ask what efforts you made to get a gross profit statement from the 
Canada Packers for the whole of their operations over this period?—A. Immedi- 
ately we were appointed I went down with Mr. Merson to see Mr. McLean, 
and we discussed their accounting records that were available; among other 
things I asked him if the accounts were prepared in a way which would enable 
us to obtain the gross profit figures. He told us no. I don’t recall his exact 
words, but in effect he said that those figures would be of no value to them 
as packers. What they were interested in was the net departmental profit, 
and consequently they prepared their figures on that basis. We also spoke to 
the officers of Swifts and they told us substantially the same thing. 

Q. In the case of Wilsil’s, were those gross profit figures available in the 
form in which you wanted them when you went to that plant?—A. Not exactly, 
but we were able to build them up by reason of the fact that the operations 
were comparatively small. 

Q. That is, with the single unit you were able to build up the gross profit 
figures?—A. Yes. 

Q. And you were able to present those gross profit figures for the Wilsil 
plant?—A. Yes. 

Q. And they are presented in the report and memorandum which has been 
read and which is in evidence?—A. Yes. 

Q. And also for the Gainer plant, did you build them up or were they 
already available?—A. They were not available in the exact form, but we 
were able to build them up. 

Q. You therefore can present, and have presented in the report you have 
read to the committee, the gross profit figures for Wilsil’s and for Gainers over 
the five-year period?—A. Yes, whatever the period is which we examined. 

Q. Then you have built up the gross profit figures on the Toronto plant 
alone of the Canada Packers for one year?—A. That is so. 

Q. And Swifts for one year?—A. That is so. 

Q. When you get those gross profit figures from Canada Packers and 
Swifts, does that not give you the spread between the price paid for the live 
stock and the price at which it is sold?—A. No. 


86332—1523 


2350 SPECIAL COMMITTEE 


Q. Why not?—A. Those gross profit figures include all departments in 
which the company is doing business, and they include in addition to live stock 
such other things as oils, butter, eggs, poultry and so forth. 

Q. Combined figures?—A. Yes. | 

(. And therefore it is impossible to segregate or separate all live stock 
alone from the other?—A. From the gross profits. 

Q. From the gross profit figures in this?—A. Yes, except by going back to 
the individual 60 or 70 departments. 

Q. And then building them up into a new set-up?—A. Yes. 

(. Now you have the figures—I think they have just been handed to you— 
in the typed gross profits statement for 1934 at the Toronto plant?—A. Yes. 

Q. For the year ending when?—-A. For the year ended March 30, 1933. 


Mr, SOMMERVILLE: Give one to the reporter, please, and he will take that 
into the record now. 
CANADA PACKERS LIMITED 


TORONTO PACKING PLANT 


Profit and Loss Account for the year ended March 30, 1933 


Sales (including shipments to Branch Houses other PEARLS $61.62)5. ook fs ep ee ee ee $20, 308, 982 57 
Cost of Livestock, Materials ard Packages Livestock and Other Raw Ma- 
terials AG... ASB UO eR a. AL. 2 Ree $15, 826, 703 22 
Materidig used for Ingredients. coescuy ofverce thks wil Wate. cas adoediecces 172,411 52 
ELECTS OR Sere tal a RR A MOM Remade Sy. ea be unediat 1-9 Sg 6 WE oo of 658, 808 04 
——————_ 16, 657, 922 78 
Excess of Sales over Cost of Livestock, Materials and Packages........%.....0 0) oe 3,651,059 79 
Expenses: 
. QODes | PULCNARMtbertoe <7 lint, oukcse tach cas Dae ete ee $ 24,042 04 
SupplicsPransidired ly). O22 JET eOT08T. Sitios 4 5,865 04 
HP abqui Cipdee: las date cephis: ax chs dean red Bde ox a decline 827,760 69 
Workmen's Compengation Insuralice.;.:.c¢.s...00, ss. 0. ee 5,791 17 
Hrisuravieehiventory! VF) MiG ae Os Bek ein iG aa © 1,410 6 
OV CE Poe Oy. 0a Peay ees. Phadiwer. cree he: modeete . deeds Ass sy | x 12,578 53 
POU SEO IVOOUL.Y gXncs ey wit a Bees Lc A ee om ace ek me eon 177,906 52 
Reigeration My IAI) JOE Ot ROW I DSaRoiaial spay | Fe 106,433 50 
Repairs .x.2/ .ecsl in git Mel. tilt cr peerrt. cid? bunenremece, 82,303 37 
pace ie Cl. Sante 8 a beet lh nae Semen eeeiany.- puminnari nay Sash iptiey. nes 60,767 06 
Stables cic. agit, SPARS Sl) WALI BAe Bi Guy Pail j.aid E057 15 
Storage ele irk sg “aorrivar . sfiscry. auhews Reale Guan Bee 62,190 01 
ating Ty, coed. tee: Fe ee eee, ed Om el en RA Tte Re ne 12,597 06 
Plant Overhead Ac ha th? Ob Te Oy Tole MOM) fay 218,107 96 
Paletoriay. ovis. FAAL fant. ad). 2a anecds OH rh aa BP 1,527 20 
NULCEANID: 290 eRe Res eRe cc ain oh aa ce kee Oa a Eee he dee 3,464 26 
DUNG BS Reset de ek, eek ee ie ie 60,788 62 
SHIppIReI TS. ey: Cee Lie). Ga BIda. wraor. iniee wece whens Med 139,906 24 
Telegraph aud Telephones. 1.08. . Cate alittle neal oes eee 4,858 85 
Bi ST ct a TORU MER AE) SOUR Ske Dre Siew at Grit CREAR MRO SiS RINE ci" 22,868 26 
Car Route—Salesmens Salaries, Wxpenses, eteall....tgonetr ob .side. 656,557 12 
Branch, House Commons v0.4 ee ec ce 44 176,602 41 
Bad Debis Pronasigien: a2.) ueetend air nee yet eas gio SOE i 27,528 20 
Sunday) (uit co ee torn tees. dicey. adi. at bhaineann: 8,899 28 
Fixed charges representing Depreciation, WISUTANCG OLC. ab. tk ee 240, 330 40 
Travellmg htt) Ak tft ON, Gah ANA OO | 2a Smee * 3,577 68 
Head Office Charges on ocliahligd. say, thibvctaalinn Gantetiond. 502,131 17 
TE OUat LUXPOHSOR: ote he ansge sie wen «Rage eS aoe Gita TE ee eee 3,447,853 47 
CA Cade EO NE eee A RP Rat ory meee! MeN PIE ONY RNG Ak et Sept slt or yo)? <r 203,206 32 
*Proportion of Interest charged to Toronto Plant.:........0061. 602. 0. ode e 22k be oboe. 364, 894 23 
Net Loss after Interest at 6% on Capital ito DN td oe ok so WI ae i oe 161,687 91 


*In addition to this amount further interest charges in excess of $100,000.00 are included in service and 
overhead Departments such as refrigeration, plant overhead, etc. 


By Mr. Sommerville: 


Q. Now, this profit and loss account of the Toronto packing plant for the 
year ended March 30, 1933, presumably shows a net profit of $203,206.32?— 
A. Yes, that is so. 
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Q. And that is after taking out of the statement the interest that has been 
charged to the Toronto plant?—A. As far as we were able to build it up; but I 
notice there is an additional $100,000 which could not be taken out. 

Q. That is, you had not the necessary figures?—A. We hadn’t the informa- 
tion available as to what items to apply them to. 

Q. That is to say, in this profit and loss account, in the expense items as 
prepared on the company’s figures, it showed a net loss of $161,687.91?—A. Yes. 

Q. But in order to arrive at that loss, or rather in making that statement of 
loss, there was included in the expenses the sum of $364,894.23 for interest’?— 
A. Plus $100,000. 

Q. Plus $100,000 in the service and overhead departments?—A. Which we 
could not distribute. 

Q. Which could not be distributed to each of those departments?—A. Yes. 

Q. So that in the total amount there was the sum of $464,894.23 charged for 
interest?—A. Yes. 

Q. And if you take out that interest charge, that shows a profit on operating 
for that year of what?—A. $300,000—$303 ,206.32. 

Q. $303,206.32?—A. Yes. 

Q. Which is turned into a loss if you charge back in this amount of interest? 
—A. 6 per cent interest. 

Q. Are there interest items in some of the other expense items? Is there 
interest charged in some of the other expense items as well as in the two items 
to which you have referred?—-A. There would be further interest under engine 
room, refrigeration and repairs, plant overhead, cafeteria, car routes and head 
office charges. 

Q. There would be further interest?—A. Further interest which you can’t 
determine. But this $100,000 is put in as an estimate to take care of that. 

@. The $100,000 is to take care of the items which you have referred to as 
being interest?—-A. Yes, but we can’t specifically allocate them. 

Q. We will take it that, on this statement, the total amount of interest 


charged that you can, at the present time, see is the amount of $464,894.23 ?— 
A. That is so. 


By Mr. Factor: 
Q. What, is the principle followed in charging interest? Have you 
not provided a reserve depreciation fund?—A. Well, it is a departmental charge. 


It is charged to each department and credited to a total amount in the final 
profit and loss account. 


By Mr. Sommerville: 

Q. It is an operating charge?—A. In other words, may I put it to you 
this way: That a department might show, without interest, a profit of $100,000, 
but by charging 6 per cent interest, you charge your $100,000 against that and 
the department would show no profit; but there would be a credit to interest in 
the final profit and loss account of $100,000. 


By Mr. Factor: 


Q. I understand that, but is it customary in this business to charge 6 per 
cent interest on the capital employed, as well as on the other items?—A. In 
this business? 

Q. Yes?—A. It is in the larger plants. 


By Mr. Sommerville: 


Q. And in other businesses?—A. In some other businesses. 
Q. In some other businesses it is also the practice, is it not?—A. Yes. 
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Q. I understand in departmental stores a similar practice is followed?— 
A. I don’t know that that is the case. It is in some manufacturing plants. 
Q. In some manufacturing plants it is followed?—A. Yes. 


By Mr. Factor: 


(. Is this in addition to any reserve that is set up on the consolidated 
balance sheet?—A. It really can be called a bookkeeping entry. The object 
of it is so that the man who is operating a particular department, if he is going 
to break even on his department, he is charged there 6 per cent on the capital 
employed in it. That is really the object. But, of course, in the final analysis 
it is wiped out. 


By Mr. Sommerville: 

Q. That is shown in the profits of the company for the whole year ?-— 
A. Yes. 

Q. Eventually it is thrown up in profits?—A. Yes. 

@. Whether it comes out of the operating department or whether it comes 
out of the interest account?—A. Exactly. 

Q. It is shown then?—A. Yes. 

Q. And then from that interest account of last year, these total charges 
run to something like $1,496,000?—A. Yes. - 


By Mr. Ilsley: 


Q. I should think it would be wise to show the relative profit and loss of 
the various departments in charges of that sort?—A. Yes, it is really a sort of 
cost accounting procedure, to give each department some proportion of the total 
capital invested in it. 


By Mr. Factor: 


@. So that it is shown in that net figure of $7,000,000 that you gave us 
a statement for?—A. Yes. 


By Mr. Sommerville: 
Q. It is fully reflected there?—A. Yes. 


By the Chairman: 


Q. Before we leave this statement, Mr. Shepherd, I might say that what 
we, of course, are particularly concerned in is the operating cost, to enable us 
to determine whether the spread is a reasonable spread. I understand from 
this statement that taking into consideration the sales of this Toronto packing 
plant and deducting from that the cost of the live stock, the materials that 
entered into it, the ingredients and the packages, it left something over $3,500,000, 
which approximated 18 per cent?—A. Yes, that is so. 

Q. Then from that are deducted certain charges, and I want to ask you 
in regard to four of those charges. Here is an item of plant overhead, $218,000. 
Could you tell me just roughly—I don’t want the items broken down—of what 
that consists?—A. It is a proportion of the fixed charges and head office charges. 

Q. All right. Then we will drop down to the bottom and we find head office 
charges, $502,000. What is that?—A. This $502,000 is only part of the total 
head office and administrative expenses. 

Q. Quite so, but what does it consist of?—A. It is really composed of a 
large number of different items—interest and labour. The only way you can get 
pe ded details of that would be to go to the books and make an analysis 
of them. 
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Q. Does it not strike you as an extraordinary heavy charge? ‘There is 
$720,000 for overhead and head office charges. Does that not strike you as an 
abnormally high amount?—A. It is very hard to express an opinion on that. 

Q. Then, let us go a step further. In addition to that $720,000, there is an 
item of fixed charges, representing depreciation and insurance, of $240,000?— 
A. That would represent the depreciation applicable to the Toronto plant, plus 
the insurance. 

Q. To which there could be no great objection, I will agree?—A. No. 

Q. But what about these branch house commissions, $176,000?—A. Costs 
of selling beef through branch houses. 


By Mr. Sommerville: 


Q. That is an allowance to branch houses for commission on the sales of 
beef by those branch houses?—A. Yes. 
Q. And charged to expenses of the Toronto plant?—A. Yes. 


By the Chairman: 


Q. That, of course, should be a part of the earning of the parent company, 
of the company itself. I am not objecting to it appearing here, but what I am 
trying to get at is what is a legitimate deduction from these rather extra- 
ordinary charges, in order to indicate what might be estimated as a reasonable 
return from this plant. For instance, these four items that I have just cited, 
amounting to $1,137,000 appear to me as exceedingly heavy charges for opera- 
tions of this kind?—A. There is a large amount of labour in those figures. 

Q. Quite so; I imagine clerical work, and so forth?—A. No, actual labour, 
part of this engine room. 

‘ Pe I am not touching the engine room at all. It is another $177,000?— 
ees: 


By Mr. Factor: 


Q. What are those figures based on? How are they made up?—A. From 
their own books. 

Q. Then you have the details of them, have you?—A. No, but the actual 
analysis of these accounts would be in the books of the company. We know 
where these came from. 

Q. When you put down plant overhead at $218,000 odd, how did you 
arrive at that figure? 


By the Chairman: 


Q. Is that as it appears in their books?—A. In the departmental trading 
account. It appears in their books. 

Q. It appears there as a charge?—A. Yes. 

Q. Of course, unless one has an analysis, they won't get it?—A. You 
have got to analyze it. 

Q. You could bury in that a tremendous number of things that might not 
be justified. That is the point I am trying to get at. It seems as if we 
were frightfully handicapped—at least I am, in my own mind, in arriving at a 
fair analysis of the spread that exists. Here we have a statement compiled 
from their own records, showing a loss in a department; but I confess very 
frankly that of this $1,137,000,—and there are other items I could pick out,— 
close analysis might also disclose perhaps unwarranted charges as against opera- 
tions. It does not help us much to ascertain what is the spread. That is what 
worries me?—A. Well, of course, as I stated in the memorandum, that in the 


final analysis you have to go back to the net income; because you can’t tell 


by taking an individual plant like this just what is included in it. 
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(. In other words, about the only way in which we can estimate the 
extent to which the grower or producer, on the one hand, has had a fair deal, 
and the consumer on the other hand has been treated right, is to take the 
total disclosed net income of the company and also to estimate the weight of 
the reserve they have set up?—A. Yes, and take the percentage on the invested 
capital, and a percentage on the sales. | 


By Mr. Sommerville: 
Q. That is on the net figure which they have produced from their books?— 
A. You mean this one? 
Q. No, the net figure you have been taking. 


By the Chairman: 

@. The one you gave us in your original statement where you showed one 
point something on sales, an average of 10 per cent?—A. Yes, that is net in- 
come. 

Mr. SomMervitte: That is net income as disclosed in their books. 


By the Chairman: 
@. That was net income after making these heavy allowances for deprecia- 
tion reserves?—A. Yes, that is so. 
The CHarrman: I confess it makes it very difficult. 


By Mr. Sommerville: 
(. If these charges of a million dollars on the four items mentioned by the 
Hon. Mr. Stevens are excessive, then they reduce the profits of the year by 
the extent to which they are excessive?—-A. Yes. 


By Mr. Isley: 
@. For that plant?—A. For that plant. 


By Mr. Sommerville: 

Q. And that plant which we are now examining in respect of that $1,000,000 
charge, had sales of $20,308,000?—A. Yes. 

Q. While other plants of the company had sales of an additional $34,000,000 
for last year, making a total of $54,000,000 of sales?—A. 1933 is $45,000,000. 

(. $45,000,000 for 1933?—A. Yes, that is so. 

be The other plants outside of the Toronto plant had sales of $23,000,000?— 
A. Yes. 

Q. And I presume similar profit and loss accounts for those plants would 
contain entries of a relatively similar character?—A. Yes. 

@. And relative in amount to those which are referred to in this state- 
ment?—A. Yes. 


By Mr. Iisley: 

Q. But they would not total too much, would they?—A. There is no evi- 
dence that they would be. 

@. Do you know whether that is the case or not? You understand my 
question, do you? Take plant overhead, $218,000; head office charges, $502,000. 
If you had corresponding charges in each of the other plants, would the total 
be greater than the total plant overhead and the total head office charges or 
not, or do you know?—A. Well, the only way you can answer that question is 
to ay oe by comparison of the balance sheet there is nothing of that kind 
revealed. 
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By Mr. Sommerville: 
Q. You don’t know?—A. We know the total depreciation, for instance. 


By the Chairman: 

Q. What I am trying to get at is to what extent this is a fair reflection. 
Here is another item. Perhaps you can give us some explanation of this: 
Car route, salesmen’s salaries, expenses, etc., $656, 000?—A. That is the selling 
agency from which the product is retailed. 

Q. That is a perfectly proper charge, but here again is where one is con- 
fronted with a difficulty when estimating whether an organization is economic 
in its operations; that is, in arriving at a conclusion, as I said before, of whether 
or not the producer on the one hand gets a square deal, and the consumer on the 
other?—A. Yes. 

Q. One would have to take that $656,000 and add to it $502,000, which is the 
head office charges, which is a sort of over-riding charge, being the share of this 
plant of head office expenses?—A. Yes. 

Q. That gives you in those two items alone, taking another view altogether 
from this other analysis, roughly $1,160,000?—A. Yes. 

Q. I do not touch their depreciation, I do not touch plant overhead, and I 
do not touch branch house commission?—A. Of course, net income in that year 
was only $600,000. 

Q. You mean for the whole company?—A. Yes, from the whole company. 

Q. Quite so; but from the fact that that company shows a small net income, 
it does not necessarily follow that the plant has been economically operated and 
the public given a square deal, which, of course, is the very essence of our in- 
quiry. I am trying to emphasize or to draw out, if I can, the weight of these 
figures. Taking the five sets of figures that I have indicated, you have $1,800,000 
in that plant which is taken up in head office charges, fixed charges, depreciation, 
selling charges, branch house commissions and plant overhead, none of it actually 
operating cost or production?—-A. Well, there is selling and administration. Car 
routes of course would be some. 

Q. I am speaking about production costs. I am not saying that the things 
here should not be charged. Not at all. But I am trying to satisfy my own 
mind that the $1,800,000 is a fair sort of over-riding charge for these outside 
and overhead services and charges—A. Of course, the sales are $20,000,000. It 
only represents 5 per cent. 

' Mr. SoMMERVILLE: 7 per cent to 8 per cent. 


Mr. Factor: We are not complaining that they are excessive. I think what 
the Chairman means, and in my opinion, I think we are unable to arrive at any 
decision about that. 


The Witness: That is so. 


By Mr. Factor: 


Q. Is there nowhere in the books of the company where their head office 
charges are analysed in detail—A. Oh, you can obtain it, yes. 
Q. It means a lot of work?—A. Yes. 


By Mr. Young: 


Q. Even then, would that be any revelation of efficiency or lack of it?— 
A. I don’t know that you could draw that deduction from it. After all, the 
net income is the final test. 


By Mr. Kennedy (Winnipeg): 
Q. May I have your attention for a minute or two, Mr. Shepherd. Referring 


to the profit and loss account for the Toronto packing plant that I have before 
me, that is for the year ending March 30, 1933?—A. Yes. 
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Q. I understood you to say that for that year the Toronto plant showed a 
loss, is that right?—-A. Yes, after charging interest at 6 per cent. 

Q. Just let me get this now. In the year ending March 30, 1933, the 
Toronto plant, according to the statement as supplied by the Toronto plant of the 
Canada Packers, showed a loss for that year of how much?—A. $161,687.91. 

Q. That loss would be carried through into the consolidated balance sheet 
of Canada Packers, Limited?—A. Consolidated profit and loss account. 

(. Yes, consolidated profit and loss account; it would be carried through? 
—A. Yes. 

(). We are up against this then, that that is where we started from with the — 
consolidated profit and loss account for Canada Packers. We start with the net 
returns from each individual plant?—A. Yes. 

@. Of course if those are correct statements by the individual plant, all well 
and good. But to find out whether or not they are, you see the necessity of 
getting back and getting the individual statements, which you say can only be 
obtained with an amount of labour and time that is out of the question. Now, 
- We get one year in the Toronto packing plant, and we come to analyse it, and as 
Mr. Stevens has pointed out, four items there total over a million dollars. I 
confess here that it is questionable as to whether or not those are proper charges. 
As a result of the charge that is charged in the profit and loss account, it reflects 
a net loss for the year assuming that they are proper charges?—A. That net 
loss includes 6 per cent interest, of course. 

@. Yes, but those items that Mr. Stevens has drawn attention to are SO 
high that they raise the question whether they are proper charges against loss. 
Then the next step is:.How are those built up? And we are faced with the 
answer: Well, we have not the details. It is not a matter of blame. It is 
to get it clear. The next step is: How are these built up, and we have not got 
the details?—A. No. 

Mr. Kennepy (Winnipeg): As I pointed out yesterday, we are just running 
into a blind alley in every line we take, and we are up against a stone wall in 
so far as getting at the figures of gross operations of these companies is con- 
cerned. There is where we land all the time, and these figures really do not lead 
us anywhere. We are up against a stone wall. 


By the Chairman: 


Q. Is there any statement available showing the consolidated profit and loss 
account and the surplus account, instead of using the consolidated—is there any 
statement showing how they make up their profit and loss account?—A. No, 
except the one published by Canada Packers Limited. 

Q. Of course, that shows nothing?—A. That is true, but it is a result of 
that system. 


By Mr, Kennedy (Winnipeg): 

Q. One other point: you stated that the reason assigned by Mr. McLean 
for this system of book-keeping was that all they were interested in, so far as the 
branch plants are concerned, was the net profits; well, supposing those plants 
were showing a net loss each year, is it not reasonable to suppose that Canada 
Packers would be interested in delving into these figures and seeing how the 
losses arose?—A. I expect they would, yes. 

Q. And in order to do that all the figures and all the facts will have to be 
available for them to see where losses arose?—A. But they would not wait for 
a year, they would have it at the end of the first operating period. 

Q. If instead of losses there happened to be a falling off in the profits of — 
the plant for the year, the natural procedure would be to examine the figures?— 
A. Yes, but they would not wait for a year. 


' 
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Q. Therefore, it seems to me reasonable to suppose that, where the branch 
plants are showing a profit or a loss, that the central concern, Canada Packers 
Limited, would be interested in maintaining at all times an accountancy set-up 
in their individual plants which would be available to them at all times?—A. It 
is available, but it is not consolidated. 


By Mr. Sommerville: 


Q. It is available in 70 different figures, and you have to go into 70 different 
branches to find out what happens in 70 different departments; is not that the 
problem?—A. Into the main six plants. 

Q. But in each of these plants in these various departments?—A. Yes, 
exactly. 

By Mr. Kennedy (Winnipeg) : 

Q. And from the actuarial point of view is it suggested that it would take 
Canada Packers months to find out the situation in any given plant?—A. No, 
but you see they would not wait for a year, all they would have to do would 
be to consolidate a four-week period. 

Q. Supposing Canada Packers Limited wanted this information from the 
individual plants instead of this committee, how long do you think it would 
take them to get that information from the individual plants?—A. I would say 
a considerable time. 

Q. Do you mean days, weeks, or months?—A. It would take weeks, I think. ~ 


By Mr. Sommerville: 


Q. It took you four weeks with four men to get that information for the 
one plant?—A. On the largest plant. 


By Mr. Kennedy (Winnipeg) : 

Q. I realize the disadvantage of outside auditors going in there, it is quite 
different from company auditors. I cannot help but think that Canada Packers 
Limited, if they wanted that information as badly as we want it, could get it 
in a very short time?—A. They discontinued keeping it to avoid the cost. 

Q. Well, the suggestion on these four items—this is a reasonable thought at 
least—here are four large items as a result of which is shown a loss on the year’s 
operations for this plant. It might well be that considerable profits are buried 
in these items?—-A. Where are they credited in the balance sheet, that is the 
question there. 

Q. I do not know?—A. We know that. 

Q. You know what?—A. We know that there are no concealed credits in 
the balance sheet; the point is, if they charge in operations some large amounts 
for services that they are not rendering or goods that they are not receiving, they 
have got to credit the amount somewhere. 


By Mr. Sommerville: 
Q. Mr. Kennedy means, for instance, if the charge of $656,000 is an unrea- 
sonable charge—if it should only be half—you cannot extract that from the 
consolidated balance sheet?—A. You mean, if it were actually expended, but 


- unreasonable. 


Q. Yes?—A. No, you could not detect it. 

Q. In accountancy you cannot detect whether or not it is unreasonable, you 
can only detect whether or not it has been actually spent and reflected in the 
books?—A. Exactly. : 

Q. The question of its reasonableness or otherwise is not a matter of account- 
ancy?—A. That is one for the management of the company. 
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. Just as you have indicated with respect to depreciation, that it is a 
matter not for accountancy, but you set out what are the facts charged in the 
books and show that if that same condition continues the whole depreciable 
plant would be wiped out in 63 years?—A. Yes. 

Q. Then it is a matter of opinion for someone else to determine whether 
or not that basis is reasonable?—A. Yes. 

Mr. Kennepy (Winnipeg): Mr. Chairman, I suggest that these respective 
companies, through their managing officials, be invited or requested to supply 
the committee with the information that is desired, to be outlined by counsel 
and yourself; and that if it is not furnished that they be summoned to come 
here, and be examined. 

The CuatrMan: They will be available here for examination. 


By Mr, Ilsley: 


Q. I am at a loss to know just what we are after myself. I was not here 
yesterday, so I am at a disadvantage. I suppose the large sum charged at the 
Toronto plant for head office would mean that it would leave a much smaller 
sum to be charged to the smaller plants?—A. That is the case, yes. 

Q. The total picture is not changed a bit? 

The Cuatrman: That is not all there is to it, Mr. Ilsley. 

Mr. Instpy: What is the rest of it? 

Mr. SOMMERVILLE: Part of the difficulty, Mr. Ilsley, was that we were 
endeavouring to find the spread between the price paid for the product and the 
price at which the product was sold. 

Mr. Insury: Yes. 


Mr. SOMMERVILLE: In trying to find that spread we met this difficulty, 
there was no consolidated statement of the operations of the company; and 
there being no consolidated statement, you could not get that spread. In order 
to make a consolidation of one plant to indicate the system followed, the auditors 
took four men four weeks to prepare this statement which is now submitted 
to us; and when it is prepared it is then found to contain these charges that 
are made against the Toronto plant on the sale of twenty million dollars worth 
of product. 

Mr. Iusuey: These auditors estimate the proper amount to be charged 
against the Toronto plant—is it in there? 


The Cuairman: No, it is the actual amount. 


By Mr. Ilsley: 


Q. Let me see, why did you take 4 weeks’ time just to take these figures 
from the books of the company?—A. Because you have got to consolidate 70: 
departments for 13 operating periods, and 50 items in each statement for one 
year. 

By Mr. Sommerville: 


Q. This is not prepared as a single statement even the Toronto plant has 
not got a single statement. 


Mr. Iustey: I see, I will not waste the time of the committee any longer 
on that. 


The Witness: These are the papers (indicating large file) that were used 
to effect that consolidation. 


Mr. SomMrrviLLE: Yes, and they make a large volume. 


The Witness: That is what you have got to do, take each of these items: 
and spread them so as to get your statement. 
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By Mr. Ilsley: 
Q. Yes, then taking the head office charge, some $502,000, that is what the 


company says is the proper share of the head office charge to be entered against 
the Toronto plant?—A. That is so. 


By Mr. Sommerville: 
Q. And that item is spread through these various departments?—A. Yes. 


Q. And when it is all gathered in from these departments it makes a total 
of $502,131?7—A. Yes. 

Mr. Itstey: It is part of our duty to determine whether that is excessive, 
and to me it looks as though that particular item of head office charge is 
excessive. I presume the same thought has occurred to the chairman. 

The CuarrMAN: Yes. You see, what you are going to be confronted with 
is the argument by the company that inasmuch as they show a loss on a set 
up of this kind, no one in the public can have been affected adversely; that is 
virtually what will be the argument. Now, the question is in my mind, and 
I ask it very candidly, whether that set-up does justify any such position. 

Mr. Instey: How are you going to find that out? You cannot find it out 
from the auditors figures of their business. 

Mr. SENN: There is another very vital question that is raised I think: as 
Mr. Sommerville stated you want to find the spread between the price to the 
producer and the price to the consumer; but I think we were assured by Mr. 
McLean when he was here that the price to the producer was based on the 
price to the consumer. How could you estimate it on that basis if these figures 
are not consolidated so that some estimate of that price to the producer is 
available? That, seems to me, is the most important question of the lot; what 
basis did they work on to formulate that price to the producer, if he can’t 
consolidate these figures and show the amount. 


Mr. Instey: I think all Mr. McLean meant was the market price of bacon 
in a general way related to what the consumer is paying; and specifically to 
what the consumer in Great Britain pays for the product. 

Mr. SomMERVILLE: What they could get, is the way to put it I think. 


Mr. Senn: What I would like to get at is the basis on which the packer 
estimates his price to the producer. 

The CHairMAN: Let me repeat, but without bias, my mystification with 
respect to plant overhead, car route sales charges, branch house commissions, 
fixed charges and depreciation, head office charges and interest; they total 
$2,258,000 out of $3,651,000 of that excess of 18 per cent that we mentioned a 
moment ago; and as I say, I am curious to know whether that is a fair and 
efficient set up—that is what I would like to see demonstrated. 

Mr. Facror: Of course, there is this point also to consider: is that 18 per 
cent excess of sales over cost excessive in itself. I mean, there were $20,000,000 
sales, for which over $16,000,000 were paid for in raw materials, leaving a gross 
balance of over $3,500,000, which represents 18 per cent. Taking it by itself, 
could we consider that 18 per cent excessive as a spread between the total 
return from sales and the cost of the material—leave the other items out of it 
altogether. 

Mr. Sommervitte: Then, of course, the charges against that are affected 
by the amount of the depreciation that is taken, whether or not that depreciation 
is taken on $18,000,000 of buildings, or $11,000,000 of buildings. 


Mr. Facror: That is not the point I am making. 
Mr. Sommervinte: I quite appreciate your point, on the gross profit itself. 
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Mr. Factor: Yes, which they have shown with their sales amounting to 
over $20,000,000. 

The CHAIRMAN: Before we let this stand I would like to ask Mr. Shepherd 
if he could give us a similar statement, if he has it ready, for Gainers and 
Wilsils, two of the smaller plants. Have you got that? 


The WiTNEss: We are preparing that. 
The CHAIRMAN: Have you got Swifts? 


The Witness: Gainers and Wilsils are already available in the reports we 


have submitted. 
Mr. SOMMERVILLE: Swifts has been typed. 
The CHAIRMAN: Where is Wilsils? 
Mr. SOMMERVILLE: Wilsils went to the reporter. Here is Swifts. 


The CHAIRMAN: I have before me Wilsils. I would like the committee 


to note that in this concern, which is one of the smaller independent concerns, 
the auditors were able to set up for each year the very story we were asking 
for; and taking December, 1933—last year—you have net sales $5,244,000; 
and the cost of goods sold $4,641,000; or a gross margin of $602,000 or 11-50 
per cent. 


Mr. Youne: That covers all of the same charges. 


By the Chairman; 


Q. Just let me ask that question: Mr. Shepherd, you have heard the figures 
I have just quoted?—A. Yes. 

Q. Is that figure based upon the same type of calculation as that on which 
you based the Canada Packers’ $20,000,000, less cost of live stock?—A. No, 
there are differences in the basis used. We had to adopt the packers’ own 
figures there. 

@. Can you tell us what is included in this $4,641,000 in the Wilsil state- 
ment?—A. Of that $785,314.90 is manufacturing expenses, and $3,903,134.05 
is purchases. 

Q. Have you got the figure there for raw materials, ingredients and pack- 
ages?—A. No, that is not shown separately, we cannot get it separate. The 
$3,900,000 would probably include packages. 

Q. It is not a comparable figure then?—A. No, it is not. 


Mr. SOMMERVILLE: But the gross margin that is shown in Wilsils, after 


taking off the cost of the goods sold which includes the manufacturing item, is: 
For 1933, 11-50 per cent; for 1932, 9-34 per cent; for 1931, 9-01 per cent; 
for 1930, 7-83 per cent; and for 1929, 7-07 per cent. 


Mr. Facror: You mean the excess of sales over cost. 
Mr. SOMMERVILLE: That is the gross margin in each of these years. 


Mr. Factor: Have you the figures comparable to the 18 per cent of 
Canada Packers? 


Mr. SomMervitite: Not exactly, I think we can get a comparable figure 
in just a minute. Then, from that figure, there is deducted operating expenses 
for each of these years: in 1933, 5-94 per cent; for 1932, 7-06 per cent; for 
1931, 6:08 per cent; for 1930, -39 per cent; and for 1929, 3-86 per cent. 
That covers all the operations of the company, does it not? 


The Witness: I have not those figures before me. 


Mr. SoMMERVILLE: That is the only one that is available. You are 
referring now in your statement to the gross margin from which you deducted 
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operating expenses, and the only other item deducted is bond and mortgage 
interest. 

The Witness: Yes. 

By Mr. Sommerville: 

Q. So that I take it that all of the operating expenses and manufacturing 
expenses are included in these two items; cost of goods sold, and operating 
expenses?—A. That is so. 

Q. And then you deducted for bond mortgage interest: in 1933, 1-25 per 
cent; in 1932, 1-55 per cent; in 1931, 1-35 per cent; in 1980, 1-20 per cent; 
and in 1929, 1-07 per cent; and that reduces the amount of the net operating 
profit to 4-31 per cent—according to your statement here?—A. Yes. 

Q. Or a total net operating profit of $225,776.86, on operations for the year 
of $5,200,000 sales. 


By Mr. Factor: 
Q. Is that figure comparable to the 18 per cent shown by Canada Packers? 
—A. It is not really comparable, they are arrived at on a different basis. 


By Mr. Sommerville: 
Q. Will the addition of the cost of the goods plus the operating statement 
give you any comparable figure?—A. It might be. 


By Mr. Factor: 

Q. Take your 1933 cost of goods, 11:50; and manufacturing 5-94—that 1s 
the total of 17-44 per cent—is that a comparable figure to the figures shown 
in the Canada Packers statement?—A. I could not say definitely without taking 
the figures and working that out. 

Q. Is it approximately comparable?—A. I could not say that. 

Q. Have you got any figures in the Wilsil statement showing what the 
sales were, the materials and live stock, and the difference in the two; have 
you got that?—A. The sales were $5,244,670.97. 

Q. What is the next, live stock materials and packages?—A. $4,641,777.02. 

Q. And the difference is what?—A. $602,893.95. 

Q. And what percentage does that bear to the total?—A. 11-50 per cent. 

Q. Then it is a comparable figure to the 18 per cent of Canada Packers? 
—A. No, the operating expenses of Wilsils are shown separately. 


By Mr. Sommerville: 
Q. That figure you have given as cost of materials includes the item for 
manufacturing in Wilsils of some $700,000?—A. Yes, that is so. 


By Mr. Factor: 
Q. Then the percentage would be less than if you exclude that $700,000? 
—A. It would be greater. 
The CHaiRMAN: Well, supposing you take Swift’s statement. 


By Mr. Factor: 

Q. Before you do that, Mr. Chairman, I just want to pursue this a little 
further. Is there any way in which you can show the Wilsil set up in the 
same way as that in which you showed the Toronto Packing plant. In the 
first three items at the Toronto Packing plant you have sales, cost of live stock, 
and the excess of sales over cost. Is there any way by which you can show 
it in the same way in the Wilsil operations for 1933?—A. No, the figures are 
not on a strictly comparable basis. 


2362 SPECIAL COMMITTEE 


Q. Why, I cannot understand that?—A. Because the Wilsil figures are 
prepared to certain specifications, whereas Canada Packers figures are their 
own figures that we had to take off in the form in which they had them. If 
we had started in to adjust their figures we would never have been able to 
get it. 

By Mr. Sommerville: 


Q. That is, Wilsil’s figures are adjusted, are they?—A. Yes, they are on 
a certain basis which we were asked to use. 

@. And Canada Packers could not be set up on that basis and completed? 
—A. Not without analyzing the whole accounts to bring them into the same 
heading. 


Mr. Youne: In the case of Wilsil you have given us materials and then 
you have given us manufacturing, in the case of Canada Packers you have 
given us materials and then you have expenses; now, will these expenses cover 
more than the cost of manufacturing? 


Mr. SOMMERVILLE; Oh yes, they cover the cost of selling. 
The Wirness: And head office expenses, etc. 


Mr. Youne: If we add 11-50 per cent to the 5-94 per cent we get 17:44 
per cent; and you still have to get the cost of selling to get the Wilsil proper 
figure. — 


The CHatrrmAN: Well now, are you through on that Mr. Factor? Mr. 
Shepherd, would you turn to Swifts account, that is a statement comparable 
to the one we were discussing a moment ago. I would like just to draw the 
attention of the committee to this, the Swifts account is the same as that one 
we have analyzed for Canada Packers; it shows sales of $7,859,000, which is 
almost 40 per cent of what Canada Packers sales were. Now, we have an 
item here, local selling, and teaming and trucking—local selling is $42,800, 
and teaming and trucking is $25,000; which is $68,000 (roughly) combined— 
would that item be comparable to the $656,000 salesmen’s salaries, expenses and 
car routes. 


The Wirness: The salaries are shown in the $1,600,000, so it is not com- 
parable. 


Mr. S—eNN: Would salaries not be shown under head office charges? 
The CHarrMANn: In Swift’s, you mean. 
The Witness: In Swifts, yes. 


The CuairMAn: The statement with respect to the Swift Canadian com- 
pany will be entered in the record at this point. 
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SWIFT CANADIAN COMPANY LIMITED 
ToRONTO PACKING PLANT 
Profit and Loss Account for the year ended October 28, 1933 


Sales (including shipments to Branch Houses, Other Plants, etc.) less Branch House Com- 
SAGSIONS Ol COMAIANIDENTS CLC ssf opcas.’. eyes ae abs « Jyore Geel eae. mE qoie + Planaiaie's Uy lys DVS PERM EY $ 7,859, 685 83 


Cost of Materials used: 
Tuventory neat Wotober-29) 1982-5 Soa iwc oletne he tk ahaa ed eee. $ 
Purchases including, freight, yardage, etc..........00ee cect eee eee denne 


826,219 00 


6,890,905 01 


$ 7,717,124 01 


Leeeiuveatory. ae at October 29,1933: 6. -oyise Lee oh se 


1,309,936 00 


$ 6,407,188 O01 


Z Siipmlinn used. ew SNe Bde: Siapesdidds where eee Robe Fee's © om WEI ely te F- 


405,188 53 


Excess of Sales over Cost of Materials used............ ccc eee e eee eens 
§ 


ry 


Expenses: 
eae tI eR sere SE ten we Hea Ache laid! Salons. ed Se ia es eee $ 160,930 18 
La Boi reeds Pea | UG ees LAL he. s $ 568,364 36 
Pcivet thie ST . sac Mot. oaks PS Daw las Cad tee 18,835 95 

587,200 51 
Doprocisnomeene . SENS... OL. YRS. FIG DUS. Oe A elle ae « 100,467 95 
LGGal Seine warksemececishes Bhs ade a> Merit cart: Fate ees aie 42,842 63 
Re ee re ee ee ce tale co ee aman as ek oye wane takes 26,126 62 
Teaming and Trucking less profits on sales of trucks, etc..............-.. 25,022 97 
GR ARE eS Net > ie LER SNR Lae peas renee e Fee ener ere aay oe a 23,078 00 
ORiGABOPNATINISUPOUIVE,, cc lee te fos cok oe ce ny ee tae we pier aa ene se 19,513 00 
Fire Insurance—Buildings, Machinery and Stock on hand............... 16,660 00 
CONTI O POOLE TL SUOTALC. «ots ocitied «tetany ohare autedumn 34 OR 5b > auburdin teva ayoietiis 15,435 00 
A ooal vec iistrakive. 240 fi: . os (Med. - Th « 12h. WGRIUH E he dae Ge: - 11,270 62 
NERO A NESS ad fia = Sa SR Ba Se: RE Soe eee Sy ee Be 8 5,930 98 
By ee i a ethene eRe ee pe ceierer el? aiinie Eine cis wee eos ahh 5,610 07 
Breer Wal ettT SCE ACLVC + asc ore iene ee 2 ree Pee cing ew eels ae Sg 4,062 30 
CamUALLY INSUTARCE. cece oes got ce eo eats on whine args cols mek eon + esl g Si gre 3,635 00 
Went ek: eee le a bee abe ad Baba bro tetng ty ohttcd bt Als ob dis 2,969 00 
OP OS EE ae a Le en ee se 1,200 00 


$ 1,051,954 65 


Deduct Services, etc., charged to Branch Houses and others and transfers 


$ 6,812,376 54 
1,047,309 29 


Dior Vee ae GANT NM Ohl a or dock soci be Sina Seen gn Sonne oi nwa v page» me 74,845 76 ; 
——————-$_ 977,108 87 
Net. Operating Protity, ees. leds Bh tReet: bay nies ke a 70,200 42 
Miscellaneous Income (Net): 

PORCMENSO.. oa oc ce = oo ATES hei - UES Pr bots PREIS: AD TEy «FE + peer 47,412 16 
Tntorest:ol, DARI DAlANnCes, CbGcy. sects + roan d OE veer or gh sok on ae Tn 15, 384 61 
Ch verte COTA Ne ee RR hae tere rennet en a aie aemtaie nates epaig mew = Aare: 550 41 
. $ 63,347 18 
Less Idle Property Expenses (Net) including depreciation $1,795.44........ 5,951 88 

$ 57,395 30 

Net Profit (before providing for Income War Tax).........-..-.-2er sees eee: Sir 121. 090-12 


By Mr. Sommerville: 


Q. That covers all salaries and head office as well, does it?—A. The car 
route department is not included in the Swift figures at all, but it is in the 


Packers. 
By the Chairman: 


Q. Where is it disclosed in Swifts?—A. It is a separate figure. 


-Q. It is not in this?—A. No, this is the packing plant. 


Q. Well, take the Chicago administration; that would be your overhead, 


would it not?—A. Part of it. 
Q. For head office overhead, that is 
other case?—A. They don’t cover the same items at all. 


$19500 as against $500,000 in the 


Q. I can see they don’t cover the same items, but I am trying to find out 
some common basis upon which we can estimate these things. 


Mr. Senn: About the only way you can compare them is in the total, 


I am afraid. 
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By Mr. Factor: 

Q. Take the item of buying in the Canada Packing. For buying expenses 
you have got $139,906 to buy $16,000,000 worth of goods ; and you have got 
in the other statement, buying expenses of $5,610 to buy $7,000,000 worth of 
goods, less inventory—say over $6,000,000 worth of goods. Is that figure in 
any way comparable?—A. The packer figure includes salaries, and Swifts 
does not. 

Q. No matter what we touch, we don’t seem to be able to get anywhere.— 
A. Well, they are not prepared by the company on a comparable basis. 


By Mr. Sommerville: 

Q. That is, you take the company’s own figure, at least, according to 
their own set up?—A. According to their own set up. 

Q. And you gather them together in a consolidated statement?—A. That 
is all. 

Q. To show how the net result was arrived at?—A. Yes. 

The CuHatrMan: I think you could safely say for our consolation that 
there has been nothing overlooked in that Canada Packers, has there? 

Mr. Senn: May I point out that the total of expenses in both cases bear 
a pretty close relationship in the matter of percentages to the volume of sales. 

The CHAIRMAN: That is what I was trying to find. I could not find it. 

Mr. Senn: The total expenses in both those cases have a very close 
relationship to the volume of sales. One might be 35 per cent and the other 
40 per cent. 

The CHAIRMAN: You mean $977,000 as against $3,000,000? 

Mr. Senn: $1,000,000 as against $7,859,000; and $3,000,000 against 
$20,000,000. ‘There is some discrepancy, of course, but it is not so great after all. 


By Mr. Sommerville: 


Q. What did the total expenses in Packers amount to; what is the per- 
centage toward sales?—A. We are just working that out. 

Q. And also in Swifts?—A. 17 in Packers and 124 in Swifts. 

Q. 17 in Packers and 124 in Swifts?—A. Yes. The one in Packers is before 
taking the interest out. 

@. Before taking the interest out?—A. I beg your pardon, that is with 
the interest out. 

(. That is with the interest out, and the interest is out in Swifts?—A. Yes. 

Q. So that the total proportion of expenses to sales in Packers is 17 per 
cent, and in Swifts 124 per cent?—A. Yes. 


Mr. SenN: That is about as far as we can very usefully go, on those figures. 


By Mr. Ilsley: 


Q. Then the advantage is with Swifts again. When you subtract the cost 
of materials from the total sales, the spread is not as great. $38,651,000 is a 
greater percentage of $20,308,000 than $1,047,000 is of $7,859,000?—A. 13 
against 18. 


By Mr. Sommerville: 


Q. Now, will you let us have the memorandum you have prepared on the 
Swift Canadian Company, prepared in the same way in your investigation as 
the other plants you have dealt with? This is a report on the Swift Canadian 
ToRpany, similar to the report on Gainers, Wilsils and Canada Packers?— 

es. 


PRICE SPREADS AND. MASS BUYING 2365 


Mr. Facror: I suppose we will get as much as we got with Canada Packers. 
Mr, SoMMERVILLE: Well, I think perhaps you will get another picture. 
The CuatrMan: All right, Mr. Shepherd, will you proceed with that? 
Mr. SomMMERVILLE: This will be copied into the record at this point. 


Toronto, Ont., May 19, 1934. 
MEMORANDUM RE SWIFT CANADIAN CO., LIMITED 


In the following paragraphs we submit certain information prepared from 
the books and records of the Company and from information obtained by us 
from the Management, without independent verification of the accounts. 

The scope of our investigation, which is outlined in general terms in the 
Resolution of Parliament, may be divided into the following specific enquiries: — 


(a) To ascertain the Net Income earned on the capital invested in the 
Company after eliminating extraneous charges or credits to operations, 
if any. 

(b) To determine the spread between the price paid to the producer of 
live stock and the price received by the Packer from the sale of the 
various products manufactured from live stock. 

(c) To determine the dressed cost of hogs, beef and small stock purchased 
through (1) direct shipments (2) stockyards or markets and (3) 
truckers, and the percentage which each of these classes bears to the 
total purchases. 

(d) To determine the hourly rates of wages paid by the Company, and 
to prepare a tabulation giving the number of employees paid at each 
of the different hourly rate. 


In support of the information included in the memorandum we submit the 
following statements :— 

Exhibit “A’”—Balance Sheet as at October 28, 1933. 

Exhibit “‘B ”—Condensed statement of operations for the five years ended 
October 28, 1938. 

Exhibit ‘‘C ”’—Statement showing percentage of Net Income to Invested 
Capital for the five years ended October 28, 1933. 

Schedule “ 1 ”—Statement showing the estimated average loss on 150 Truck 

Hogs bought on April 11, 1934. | 
| The accounts of Swift Canadian Co., Limited, are maintained at the plants 

at Toronto, Winnipeg, Edmonton, Moose Jaw, New Westminster and Moncton, 
and at numerous Branch Houses, Produce Houses and other selling organiza- 
tions. Each of the plants receives periodical reports from the Branch Houses, 
etc., in its district and the net results so reported are incorporated in the Pack- 
ing House books. The plants in turn submit monthly summaries of their 
operating results and financial position to the Toronto plant where the net 
profit or loss of the organiation is recorded. 

Our examination was confined to the records maintained at the Toronto 
and Edmonton plants and in preparing this memorandum we have made use 
of the summaries and reports received from the remaining plants without 
- verification. 


(a) To ascertain the Net Income earned on the capital invested in the 
Company after eliminating extraneous charges or credits to operations, 
if any. 

Capital—On December 13, 1902, Letters Patent were granted under the 
authority of The Companies Act, 1902 (Dominion) incorporating J. Y. Griffin 
and Company, Limited, with a capital of $500,000 divided into 5,000 shares 
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of $100 each. Supplementary Letters Patent were granted on January 2, 1911, 
changing the name of the Company to Swift Canadian Co., Limited, and increas- 
ing the capital to $1,000,000 divided into 10,000 shares of $100 each. The capital 
was again increased by Supplementary Letters Patent on October 5, 1914, to 
$3,000,000 and on October 17, 1917, to $5,000,000, at which date all the shares 
were issued, the par value being $100. During the five years ended October 28, 
1933, therefore, the capital of the Company was $5,000,000 divided into 50,000 
shares of $100 each, on which no dividends were paid. There were no bonds out- 
standing during the period. 

In Exhibit “A” we submit a Balance Sheet of the Company at October 28, 
1933, prepared from the books of the Toronto plant and the monthly returns 
from the plants at Winnipeg, Edmonton, Moose Jaw, New Westminster, and 
Moncton, without independent confirmation. 

Net Income.—A summary of the operating results for the five years ended 
October 28, 1933, is submitted in Exhibit “B”. We are informed that the Com- 
pany is controlled by Swift and Company, Chicago, although we are unable to 
substantiate this fact from the stock records since the capital stock is registered 
in the names of various individuals and we were unable to secure information as 
to the terms on which it is held. 

For this reason and in an endeavour to determine whether the numerous 
transactions between the two Companies result in a loss to the Canadian Com- 
pany we have made an examination of the inter-company account with Swift 
and Company, Chicago, maintained at the Toronto plant. If it were found that 
the Canadian Company made sales to the affiliated Companies below the pre- 
vailing market price or purchased merchandise from them above the prevailing 
market price, this fact would partially explain the low percentage of net income 
to sales of -07 per cent for the five years under review, but no evidence of such a 
condition was found in the course of our examination of the Toronto accounts. 

We are informed by the officials of the Company that sales to and purchases 
from the various affiliated Companies are made at the prevailing market price 
that would be used in dealing with outside purchasers or sellers. Our restricted 
examination, however, did not permit us to determine the facts in this connection. 

In reviewing the operations consideration was given to such controllable 
items of cost as salaries, repairs and depreciation and adjustment of inventories 
which might have an important bearing on the net income of the Company as 
reported. | 

No items of sufficient relative importance were found to warrant adjustment 
of the earnings, but as our examination was restricted to the Toronto and Edmon- 
ton plants we are unable to say definitely that no such adjustments are required. 
Particular attention is directed to our remarks later on in this report regarding 
repairs and renewals. 

The following comment is submitted on certain items included in the operat- 
ing statement. 

Sales——The Company does not maintain any form of record from which the 
total sales of the organization as a whole can readily be tabulated. For the pur- 
pose of the annual Dominion Income Tax Returns the Company compiles a 
figure which, we are informed, represents sales to the public in Canada. This 
figure excludes, we understand, all inter-plant and inter-departmental transfers _ 
and also all transfers to associated companies in the United States and England. 
In the absence of any authentic total of sales we have accepted this figure with- 
out confirmation, and on this basis we have prepared a tabulation of the sales — 
to the public in Canada, together with the percentage which the net income bears 
to such sales. 

_ If the actual sales of the organization could be determined the resulting per- 
centage of net income to sales would be lower than that shown in the following 
tabulation. 
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Ao So es eee eee 
Period of 52 weeks ended: Sales Net Income | Percentage 
RET ES caulk tl AC Ss as A Sa, Ce Re AS EES 
$ cts. $ ets. % 
PRGLOOOE © alts GBD Geta de © hiss ive, be emenrased)s* sere ereere te 24,359,178 91 400,210 36 1-64 
he Be PLD tea ren aearee useh © ctotetice gr ride * auepecie mete * tee 25,006,885 38 364,407 09 1-46 
ie le LS Cees Sec ei he leate se = pare ger Oe oe 5 eR TER 33,545,009 59 517,709 25 1-54 
ING VOID Al fd VOD ON ia Ais eres Ve meee selon So ole Fie 48,472,056 03 31,678 49 0:07 
BD 80 ie eh Sul eatbates hommeete secs as Sp ya's . 50,080,518 45 574, 657 37 1-15 
AG te Mees TS AAs oh RRR ee cere nee 181, 463, 648 36 124,429 88 
WASTETAPS TOT POTION. ewes Cue nae tees sept eee tase 36, 292,729 67 24,885 97 0:07 


Nee eee ee eee 


Inventories.—We reviewed the basis of valuation used by the Toronto plant 
in compiling the inventories as at October 29, 1982, and October 28, 1933, and 
found that in general the prices were conservatively based on estimated cost or 
market, whichever was lower. We are informed that no material change was 
made in the basis of pricing inventories at the Toronto plant during the five 
years under review. No information is available at Toronto regarding the basis 
used in pricing the inventories at the other plants as the instructions in this 


connection are issued direct by the officials of Swift and Company in Chicago. 

Depreciation Rates—The following average rates have been used by the 
company in computing depreciation on fixed assets for Income Tax purposes 
during the period under review. The information was secured by us from the 
Income Tax Returns, but we have not reconciled the figures with the books 
except in the case of the Toronto plant. 


Bailes Meer te RG ere ns Sdaane pork cmos eae geek os pam one Se arn a heme 233% 
Te ee ene ee ee an ce itn eck Wea) Aid densi tai itil nila dea Sah dialect 4-14 
Office Furniture, Fixtures and Equipment...............: see eee eee ener eens 10-89 
Delivery and Motor Equipment............... 0s cece cence eee ene pees 25-36 
Branch House Buildings and Equipment. (The asset value on which this percent- 

age is based includes land, the book value of which is not known.)........... -34 
Other Assete)..ccn Leet. SEES AAR SP SS OTs Mo he 0s ns 3-93 


Repairs and Renewals—We are informed that the general policy of the 
company is to capitalize only those expenditures which will result in a saving 
or produce income of an amount which can actually be calculated and which 
will yield at least a nominal return on the investment. All other expenditures 
are charged to repairs. Renewals of. complete units of the plant are, we under- 
stand, charged to the Depreciation Reserve, but the cost of renewing a part of a 
unit, even when the amount involved is substantial, is charged to repairs. In 
order to determine the effect of this policy on the repair costs of the company 
we made an examination of the jobs costing $500 and over, at the Toronto plant, 
which were charged to repairs during the five years under review, and in the 
following tabulation we show the yearly totals of items which might be con- 
sidered as being of a capital nature and therefore chargeable to fixed asset 
accounts or depreciation reserves, but which actually were classified as repairs 
and accordingly charged against operations: 


ee OOOOBDBDE0—0 OOOO 


Period of 52 weeks ended: Amount 
$ cts 
October 28, het 1) Tee ty >. Ot see Pl Ae Oe Annem erie Wire vor Ona eC 5 teeta 
aa DIRS, (9.08 BUG She ANCA IM sce aes ioe me channel yi lG tac acne a 10,680 19 
- B heey h OBA ccsaths oars Cie t odor Atl Sts Se RY OTSA SSE ORAS BD 40,320 32 
mincemnben 1, 1050... 44: teat - fans aed anata ere, Str a ote 62,115 85 
ts SE LO BR he I dicho tid ani inet et ara dears Bass trian ign Sa Sa a 18,633 36 
Weetal 89. orca ah tw puta: cmutydske sepalh *eackeod tie Pee EG Perea at SEI Oe 136,862 89 
‘Morera gor tOa reTAD ATL). <1 0)): AMELIE, OES SIAR AE, Bi cs oly tt ale ie hae lahat oten ohne 21, SIDS 


a gr a 
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Executive Salaries—The salaries paid to the executives of the company 
during the calendar year ended December 31, 1933, were secured from the 
returns made to the Income Tax Department, and in the case of salaries paid 
at the Toronto plant were checked with the company’s salary records for the 
year 1933, the salaries of. the three executive officers total $28,840.82. 


Invested Capital—In Exhibit “C” we submit a statement showing the 
relation which the Net Income bears to the average invested capital during the 
period under review, based on the annual Balance Sheets and Profit and Loss 
Accounts prepared by the company. The invested capital is represented by 
the par value of the issued capital stock, together with the accumulated surplus. 

On the above basis the percentage of net income to invested capital is as 
follows:— 


Tig soett enn 


Percentage 
Average Net O 
52 weeks ended: Invested Income Invested 
Capital Capital 
$ cts. $ cts. Ta 
Ostobon [t 28 yl 938 couih Yh ooh INS. bce host... 9,927,429 69 400,210 36 4-03 
re BORE ROOD ie te ucla de ORR RO a eT OL ee oe 9,915, 837 68 364, 407 09 3-66 
i SUVS ESS. A BOLE. Salers wage 10, 362,309 06 517,709 25 5-00 
Novyeniber Lali mca wi. carn i DR ep wna cor 10,595,820 62 31,678 49 0-30 
Wh es Ae etl lee ena Mik etal cds chet Wa en 10, 287,078 20 574, 657 37 5-59 
Pole) idiom. doi ORR) ba Bee 51,088,475 25 124,429 88 
Average for period.......... Pi a NN oN 4 Were ene Gotan it SF 10,217,695 11 24,885 97 0-24 


re OT RS Sel i ae aah eee 


(6) To determine the spread between the price paid to the producer of 
live stock and the price received by the Packer from the sale of the 
various products manufactured from live stock. 


In the case of Swift Canadian Co., Limited, a large part of the Company’s 
transactions are represented by the purchase, manufacture and sale of products 
which are not derived from live stock. The business is divided into numerous 
departments, each of which is engaged in the handling of a particular product or 
group of related products, and the accounting records of the Company are 
designed to conform to this division and furnish separate operating results for 
each department. In the case of live stock certain products pass through a 
number of departments and in the process, products derived from other species 
of live stock are combined and sold as one finished product. 

The Company does not maintain any records from which the spread 
between cost and selling price can be ascertained, but to secure approximate net 
_ gains or losses for their own information the officials have “Killing and Cutting 
Tests” made from time to time and by the use of estimates of the net realization’ 
from each product they arrive at the estimated gain or loss on the sale of an 
average live animal. In Schedule “1” we submit a summary of a typical “Killing 
and Cutting Test” of 150 truck hogs bought on April 11, 1934, which shows that 
the average loss amounted to 15-84 cents per 100 pounds of live weight. As, 
however, these “tests” cannot be reconciled with the actual operating results of 
the Company we feel that they are of little, if any, value in determining the 
actual net loss or gain on a live animal. 

For the reasons stated above we are unable to determine the spread between 
the price paid to the individual producer of live stock and the price received by 
the Packer from the sale of the resulting fresh and manufactured products, and 
we are therefore forced to substitute for this enquiry consideration as to whether 
the Packer receives a reasonable or an excessive return (a) on the capital invested 


i 
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and (b) on the sales made to the public. The information necessary to arrive at 
a conclusion on these points is submitted in the section of this memorandum 
dealing with invested capital and sales, the average return shown being -24 per 
cent on invested capital and -07 per cent on sales. 


(c) To determine the dressed cost of hogs, beef and small stock purchased 
through (1) direct shipments (2)' stockyards or markets and (3) 
truckers, and the percentage which each of theses classes bears to the 
total purchases. 


The above information has been secured from the Toronto and Edmonton 
plants in connection with what are termed by the Company “Mixed Medium” 
hogs (excluding the following grades; No. 4, Heavy, Extra Heavy, Stags, 
 Cripples and Shops) for the three periods of four weeks each ended September 27, 
1933, December 27, 1933 and March 28, 1934, and is summarized below. 


Stockyards 

—— Direct or Truckers | Test lots, 

shipments | markets etc. 
Sects $ cts $ §=6cts $ cts 

Toronto— 

weeks endedssept. 20 :19SS TIO oc oe ee cee nes 9 83 9 49 9 44 9 74 
sk SPM ECR P IES head Goes etorosc bck oneernionimentensy torrente 8 86 8 93 8 60 8 36 
FS Rep IVBAES CeehAOOL ee: cols boric mu sims spice ae-s 12 56 12°83 12 07 12 49 

% % % % 


MM TOGIS CHUOG, EDU. SIAL GOS Tore) a heoo.a c.6: i, 9/0; e,e0the 55> 2 14-4 1-3 
ae IPED GOL. 2 fe Os tee ee eicuare ete hens: 47-1 37-0 11-7 4-2 
= rep Witsoe ehh miele Ose oo e 6 sae 5 ve 8-6 6-1 


Edmonton— 
aaveeks ened Sept.) 270 10337... ce wes olden 8 07 8 27 8107 lita. 
< © Dee. 2h 1083 ees pve eras as 7 42 6 74 TH1Oth. eh eons: 
oh Se Nae ee MOOG oe Sd, nucadsoprcslsropeisieas 11 39 11 24 AP OS ps ap thaissoeesrs ore 
% % % N 
4 weeks ended Sept. 27, 1933f............0-20008- 40-8 2-6 14 et TR aE a ee 
- PLIGG An AUS (ont more ie deniers oc 49-7 1-9 2 AS ah ia ie eae 
¥ Sa AR Oe NOGA Ts. 6 ne oa an ada 0% re 57-5 11-0 OLB te castes westere 


aegis ee ee eee 
*Average cost per 100 pounds dressed weight, not including killing and dressing expenses and before 


deducting value of by-products. 
+Percentage of total killed. 


The current prices paid for hogs at the Toronto plant are based on the 
market prices for the bacon grade with the following differentials on or off the 
bacon grade: 


Select Premium of $1 per head above the bacon. 

Butcher Discount of $1 per head below the bacon. 

Light Discount of $1 per head below the bacon. 

Heavy Discount of $1.50 per head below the bacon. ; 
Extra Heavy Discount of $1 to $1.50 per 100 pounds below the bacon. 
Sow Discount of $2.50 per 100 pounds below the bacon. 

Stags Discount varies. 


The corresponding differentials in use at the Edmonton plant are as fol- 
lows: 

Select Premium of 50 cents per 100 pounds above the bacon. 

Butcher Discount of 50 cents per 100 pounds below the bacon. 

Light and Shop Discount of $1 per 100 pounds below the bacon. 
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Heavy Discount of $1.25 per 100 pounds below the bacon. 
Extra Heavy Discount of $2 per 100 pounds below the bacon. 
Rough Discount of $3.50 per 100 pounds below the bacon. 
Smooth Sows Discount of $2.50 per 100 pounds below the bacon. 
All other Sows Discount of $3 per 100 pounds below the bacon. 
Stags Discount varies. 

Cripples Discount of $2.50 per 100 pounds below the bacon. 


From the records maintained by the Company it is not possible to determine 
whether the Company gains an additional profit through the operation of the 
differentials before mentioned. After the hogs are dressed and cut they lose 
their identity in the plant, and the product is sold at the most advantageous 
market price. | 

The average dressed cost of all classes of cattle, veal, sheep and lambs at 
the Toronto plant for the two weeks ended March 31, 1934, are tabulated on 
the following page. Prior to this period the records maintained by the Company 
did not show the distribution of the purchases under the required headings. 


a6V03x“_e—e606—RnNRaeeew#ao@aw*s0——woaowoOonawawOw0—oqowoqoeoOmWD~=$=$=$S$S$$$00$000$$”$”?$SR eee 


Stockyards 
ao Direct or Truckers 
Shipments | markets 


$ ets. $ ats. $ = ets. 


Toronto— 
Cattle alte ans xe Ben eh ee I oh a aa 9 07 8 16 6 30 
Calves s Sets MMe, CEE eR RE © oR Ol tenn na 8 30 10 21 9 13 
LS) cake Cg Meee CO 1 VS Be SOU Seem ra a CNS 4 95 7 66 S Wt 
UCN ITN ORS ore} ee 2p ie SP ae ck em Sars Rane 15 80 15 88 12 53 
% % % 

Cattle (alkitassés) TSR 8, eee. RE. Te fis 6-0 91-1 2-9 
Calves ‘ Tess. Boos AR Behe oT ee tne ae 18-5 73-0 8-5 
Shieepin§ Moe ak ee MO, |. dep eee ae 4-2 86-9 8-9 
Lambs (42-6 per cent of lambs killed were transferred from 

the teed lot)t..., 10h Abs. LR he ea on 9-3 47-7 0-4 


*Average cost per 100 pounds dressed weight included estimated killing and dressing expenses and less 
estimated value of by-products for the two weeks ended March 31, 1934. 
TPercentage of total killed. 


The records at the Edmonton plant are not designed to furnish the foregoing 
statistics relating to cattle and small stock. 


(d) To determine the hourly rates of wages paid by the Company, and to 
prepare a tabulation giving the number of employees paid at each of 
the different hourly rates. 


In the following table we submit information in connection with the Toronto 
and Edmonton plants showing the number and percentage of the Company’s 
employees, not including office clerks, engaged at various hourly and weekly 
rates for the week ended March 24, 1934. In the case of the Toronto plant 
the wage rates include the regular bonuses, but the rates for the Edmonton 
plant represent the basic rates only aggregating $5,372.67 the bonuses amount- 
ing to $212.39 having been excluded. 
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Number of % of 
Hourly Rates and Bonus Employees Total 
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a). odes Pascua Bead a cute Uoieedoln aja kn eam nls use ee Pen enegniangh esse ad phigh alah Maas 1 -18 
Eo eg vin sya cerekone tunes hearer Renin ey oP OU DE he HAR mr meee nie gui i +18 
ee oa See orc od ind Sodnda hve pornbone so teint pote yas Fond co age owns gee de ar itn ie heungeatr NO anny ce 1 -18 
NT ON ee oi aL AAW inc teww he cacisemstnieit rahe edd Rip eee ratio ee ienoi sien ein Up 1 -18 
RS ok oo Pi es Beats sosetpurinna ache ated oom no ce sane olerut nee hide Sai a ng A A ie 5! “18 
a rn NES nee eas pes ale = here Se alee iv tes bo he nied olen eC aa F oho 1 -18 
NP, Rete gn earl ns MO eRGE Suseus. ord) Shale wibiae: © SARIS: Sem gaRn SD Visawrale" sue Ae Ve ele's she Ea GIN 98 3 -55 
IN hoe er ctinc de aey es oe ae gic bens Foe cess ep ag yy wn ye ae ees Bo 2 37 
erase S9OVO TIS IIS Oa. STAC. SALOU. REEL. . BOIS RL ALES 3 55 
SR a oP ie. rn he corte ned oad ere rer aac vey te Bae ony leties Tal 13-01 
TR Ee tee 5 an a eT. weap eget 6 rene aie We mange ote 9 sas ove ee Dee eo gins, «a i dae 20-51 
wee, VIG LOUIE S,. SATO, Shee, AIR. BLOG ek) BDI. Tat d ede Be 104 19-05 
eet E reper Bok a oy: cca pexav s tehd: 44s Sy) med orepret peritserceet? Ar 63 11-54 
a Derfet eemt | eta coc pesraaaene weiereaniety: aeyll efilaiie ss RaEIST? So OPE Le + ase mr aA ne Pe 4] 7-51 
ee GL SRO Yas RM hel. Pe I, eR, A, ES Od 12 2-20 
en a ec er a kil s sie nts * ge le oe ee 16 2-93 
i Racal dg |e Rrslmaeee tte Miwr a aes “ants SSiaratia» Wrerdeim ali iraboc W A Sa eek A aCe aoe i 8 1-47 
Reeeeatty 190. AIR. SVSO iio. & VR... 88). o.oo Gs. RIB we 1 -18 
eRe el aera en ne eee mene Ae, Ae. weenie Ser mE vr 2 BY 


Number of % ot 
Weekly Rates and Bonus Employees Total 


a ee ere Ben. rusty a Fie SA oe Rta ~ pea eeee oe Uma “atleee nas 3 55 
ee Mc tee tte ete to sinner tenant's nace Smee es Baers ne Ae em Ae SSW em 1 -18 
ERS A cae OR fa Rh SiG an AoE vin Re a aha ee ER Ne Ns eget wre 8 Mine mae 1 -18 
NR ee ks cin han a Maes 3 tS o's id ig ete 3! ord wiartae saleby nna sas oF pat 1 -18 
ret etree Is BEd arp ha te tne tee Rae ER ee om Me ree a apne MERE SS 4 -73 
SO Olst St O02: sel Letra cers aid ba. eG od Re ee > ye de > + Sa HE ERP 38 6-96 
EPS OST ee en ae ene se Meee err, eee renee ee my, 21 3°85 


Hourly Rates and Bonus Number of % of 
Employees Total 


__ ee RR 


BERET MEE 5500) bs cha each oe cise oc an Si ee be bas Solel Rained age has ae ae we Raa ae 15 2°75 
EO AO icons pce hoe Be ae += AR cis wae Ore se DO le ee mals oP edad pp Saks 5 92 
MOET Oy AD NOOSE oe Nite fe tee ee oe alee fan wiv ces one Pie vee Aw SRG haw FORE Me Me tle maps Se 3 55 
RAE yer ION) ene SOEs is: ates « Sastieha cae: eae ath wre alten, Sivrwlc /ewialo Ole: ses amma am alee 3 55 
OMNIS TDs Chote tee cts shes nS Aon AE aS eG BROS a eet etansiy F aumely te Rayer e 1 -18 
eR COL GO Oi Pena s sh, tenes Seg eceae ian ame ears ss Jane oe hee «TR ames 2 OT 
TARE GAINS (IO hes cao ecte ashe wah Me dara ge Ey ate DS page mele d eceg ewe Dey 8S 4S mE I 18 
Rema ry ETO) UNF ee ee 2s. Nata age 2 Scams een awin Hasieg P ews Halge faye Sey ate 1 -18 
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EDMONTON 


Number of % of 


Hourly Rates not Including Bonus Employees Total 
Rn ee ee ee ee SE 
RT on le ee OR) Sts to ian Sb h ale NE a AD vis AB ne ee ab waldo Se gee pane © 7 2-20 
a re eh os ee oS ack desta tienes OMe aka g. alc nip 2 5 os, Feces aga 3 94 
Se I ger Lo es ae er Aba Ini Genie eae te Ta ce Rae ta 34 10-66 
SVM, ere ek cc Am es SW 2 Meet sR Pe a io omer oy a, eNOS, 44 E 5 aNtG, roy lsh o\ Sb) MaNo oentome at 44 13-79 
RT coe i eee fo ae Se far Oa, 5 BOS aatlls sea SG eee beg 5 nin ND gaan 73 22-89 
eA Cert rere oe RAR TR Sie: Ci ce LUM, SeMen LMCI Gis tawhit is, Aim remeteaes @ ial anata goto: oVov on ouaefeehey gues 61 19-12 
Ae ee) iN ae SR carte | Fy arts aA ERE cc GB alate Wire GER DNS eae legis eS wy Ae aS aor 33 10-34 
Ge ac a ee ee Me is he ee SL rn de we alo pee tke © er om ote ale oe 15 4-70 
Bide sy pe ee ee, Tess resco avec s MRPIUSTAE Gv tone © clo biiolahe © 'el-ausite tole. che co's oponnoes Chencue omar ge iste 4 1-25 
SO es. tS eee ot ie ee sine ree eee, Pe et Ee ere 3 -94 
BG ete eee hs, EM eic Pcie cassis lo caogeteid alate: oko ies! siiciies hens. cient vay 2 ope, alo ape taka) one! iehadene lay iayianne + 1-25 
ESET rs Sue OE ox ers 2 acute ncitt Sey wih Tata csia amehieter ewer sos eee one ce ohe~'ahn) O65- 5, ofe nts eben 0) 2-82 


2372 SPECIAL COMMITTEE 


Number of % of 


Weekly Rates not Including Bonus Employees Total 
$12:00-4$ 18 00 or Se eee ee ee eee 5 1-58 
Ass AV UE Wes gt «ee aR Cs Lee ie Peek Te ee a Ce A tay ee ae 1 -31 
ED Lb Qe: Sor ae AC ee eI ee kino wn Wiehe dun: PA MM a cd trae roneaacke cee 1 31 
BS, O14=| AG 00 red 5 bie hoe K tate nse Beck 8 Ueland ete Mega Gee. Stim eaaiee aeue, Be 2 -63 
RO Ob LT DU na. oe ol RA Ee en. 44s Cee ERMC ED een oe aan colette 2 -63 
BS Mile 1S WO ia iiocacctee 1s Bien wag en bade eke Sw © GE EL tadeaun Re eae eek a 2 63 
OY. . OL = 2ELGOR SAE, aa s OP Ode Rhee UN Re Sen BRM ota CEL Caen ae 15 4.70 
Os Ot 5 O08 ob rare srake ake alae ther ode « le bees Rett nth onic Ban Sane a 1 31 


The average hourly rates, including bonus, paid to all employees of the 
Toronto plant who are engaged on an hourly basis for the weeks ended March 
24, 1934 and October 7, 1933, were 434 cents and 384 cents respectively. The 
average base rate, not including bonus, paid to the same class of employee at 
the Edmonton plant for the week ended March 24, 1933, was 37 cents per hour. 

Our examination of the records relating to payrolls at the Toronto and 
Edmonton plants indicates that none of the Company’s employees are on piece- 
work, but in a large number of departments a bonus system is in operation 
whereby both foremen and workmen receive a premium for units produced in 
excess of a pre-determined standard. We note that in the departments operating 
under this scheme, practically every employee participates in the weekly bonus 
payment. We are informed that employees are guaranteed a 40 hour week to 
that extent no employee is required to “stand-by” in his own time. Our 
examination of the payrolls over a period did not disclose any evidence to the 
contrary. 

At the Toronto plant the basis of employment for foremen is a 50 hour week 
and for workmen a 48 hour week. An examination of the payrolls for the weeks 
ended October 7, 1933, December 2, 1933 and March 24, 1934, disclose that, 
subject to a general increase of ten per cent on October 7, 1933, the rates were 
substantially the same as those given in the foregoing tabulation. 
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EXHIBIT “B” 
SWIFT CANADIAN CO., LIMITED 


CoNDENSED Prorit AND Loss AccouUNT FOR THE FirvE YEARS ENDED OCTOBER 28, 1933 


Operating Profit or Loss..... 


Miscellaneous Income and Charges. 


Ox CGtAnMe 7 25. eae 


Interest on bank balances, 


CCOSSSaiac oe 


Non-operating Income and Expense.... 


Idle property Expense (net) 


Total Miscellaneous Income and 


Chargestir nc has ee 


Ce ey 


Net Profit or Loss before providing for 


income War Tax) 9% 2: 


Dominion Income War Tax. 


Net Profit or Loss 


Fiscal Year ended 


Oct. 29, 
1932 


Oet. al, 
1931 


Nov. 1, 
1930 


-_-—-—-——————————— SS | 


537,833 16 


68,530 16 
15,914 21 

330 70 
11,337 56 


282,474 44 


82,137 76 
1,589 64 
7,763 00 
9,147 58 


512,829 36 


1,268 72 
1,492 48 
2,474 86 
5,166 23 


38,923 77 


13,838 79 
2,748 90 
3,369 70 
4,037 62 


628,930 47 


14,003 44 
3,294 03 
12,904 71 
10,293 78 


7—_- eee Oe | | sVE =n 


| ( 


474,210 36 
74,000 00 


364,407 09 


48,104 14 
16,425 65 


623,029 45 
48,372 08 


a ey 


364, 407 09 


517,709 25 


31,678 49 


574,657 37 


Exutsatit “C” 
‘SWIFT CANADIAN CO., LIMITED 


STaTEMENT SHOWING PERCENTAGE oF Net INCoME To INVESTED CAPITAL FOR THE Five YEARS 
ENDED OCTOBER 28, 1933 


See ee eee ee eee ees a eee 
ee ner 


Current Assets (including Affi- 
liated Company Accounts). . 
Current Liabilities (including 

Affiliated Company Ac- 
Counts) se eck eens 2 
Net Current Assets........ 
ae on Deferred Charges 
net 


Ce ee er rd 


Capital Stock and Surplus of 


Oct. 28, 1933 ] Oct. 29, 1932 


As at 


Oct. 31, 1931 


$ 


Cts: 
5,482,546 67 


796,066 38 
4,686,480 29 


20,900 35 
218 58 


Wholly Giwned Subsiciariosiete ss). .dis1scel ae actu hc lack lovee esau 


Hixed Assets: ohn 
Open Items, Inter-plant and 
Branch House Accounts (net) 


Total Assets less Current 
Liabilities 
Deduct Reserves: 
Pension and Benevolent..... 
ire HRisle etc. «1. ee. 
Depreciation.i «... 6.0.3 -6s<- 
Total Reserves.......:... 


see ee eer c reese 


Net Tangible Assets as at close 
of each Period 
Net Tangible Assets as at close 
beginning of each Period.... 


Average Invested Capital... 
Net Income for Year...... a 


Percentage of Net Income on 
Average Invested Capital... 


9,536,505 88 
864,615 73 


$ ets. $ ets. $ ets. 
5,011,426 32} 5,424,450 95) 7,525,023 45 
525,694 20 413,699 74] 3,173,997 58 
4,485,732 12) 5,010,751 21) 4,351,025 87 
23,366 84 4,797 75 505 78 
218 58 221 58 221 58 
117,249 30 

9,518,556 66) 9,281,294 83] 8,920,507 47 
296,145 51 87,091 26 928,615 61 


Nov. 1, 1930 | Nov. 2, 1929 


Nov. 3, 1928 


$ cts. 
9,673,814 48 


4,869 624 10 


4,804,190 38 


35,194 93 
220 58 


130,752 83 
8,576,583 68 


416,062 68 


$ cts. 


9,750,553 75 


5,399,462 21 
4,351,091 54 


69,340 49 
3,117 28 


115,035 30 
8,202,168 78 


431,045 69 


15,108,720 88 


111,451 02 
409,000 92 
4,460,807 57 
4,981,822 51 


14,324,019 71 


74,347 41 
328,871 40 
4,193,339 88 
4,596,558 69 


252,082 95 
3,903,676 82 
4,155,759 77 


113,988 17 
3,582,722 14 
3,696,710 31 


3,391,767 62 
3,391,767 62 


4,142 00 
3,164,838 13 
3,168,980 13 


SS ee | ee ees | ee eee 


10,127,398 32 
9,727,461 02 


9,727,461 02 
10, 104,214 34 


10,104,214 34 
10, 620,403 79 


10,620,403 79 
10,571,237 46 


10,571,237 46 
10,002,918 95 


9,927,429 67 
400,210 36 


4-038% 


9,915,837 68 
364,407 09 


38-66% 


10,362,309 06 
617,709 25 


5-00% 


10,595,820 62 
31,678 49 


0:30% 


10,287,078 20 
574,657 37 


5-59% 


10,002,918 95 


ee 8 eee ee eee 


4 
ee 
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SWIFT CANADIAN CoO., LIMITED 
STATEMENT SHOWING THE EsTIMATED AVERAGE Loss on 150 Truck Hoas Bovuenut Arrit 11, 1934 
150 truck hogs (53 selects, 81 bacons and 16 butchers)— 4 
ital linn Welt ais fae. APs esse e: cael yity ewe’ Re Roe? a eee 29,350 lbs. 
1S Bo Ce EA ce P= eerie I OCI cre Uc See ie TO ER $95 ** 


Riot lines roigtit. 64.44.00 isakar edt thiy Sawa Pear Aer hae Pee Se rey Te 29,155 “ 


Amount per 


100 pounds 
live weight 
Demricclive: costs Tere SS, 1b kot ig Soave gn dime atone yd < ea ippy aire ite $ 7-64 
Killing and cutting expenses (including INPET ESE), GOUINTALCT <2 ih et Lae ee ee eos te mene -50 
$ 8-147 
Deduct proceeds of realization—estimated, less estimated 
costs of processing, selling and administration, including 
interest— 
Yield in 
pounds 
PAT a aru, hee + Chik oe ORTET SE ~ daoeie ops Tet - oBgp 4,296 $ 2-2828 
Dil PES coh d RA * OL OR AP erie Cree 3,840 41-2515 
T ite Lh ca aren FER APSARA NL. cM, tate y's 3,497 1-7668 
We alldDS mime fects. «Tetris arte eds det aye: + Oe 2,451 1-3555 
PPiMmG MteaTO [ATU oo ccc shes alae Gee ee ce he ORs te ee 2,418 5181 
Pinetree Sa. eet as ee ees: 698 -2160 
Spare Fibs jer... cece velele ewe cee es APLEL | te Pete Uae 490 +1428 
WMidmcllANGOMS 1601S scing cae yes ee ear ap ds se Ye 1,949 -1991 
By MLOdUetSe. i et ea es eo ene ewer ata has «Paik Sere 826 -256 7-9886 
20,465 
THA GAr DOE dO POMBE SA Pec hagie fre. « Sot. etna dae v tae gre inn sperm ay Oe -1584 


By Mr. Sommerville: 


Q. I do not think you need to read that first part, about the scope of the 
investigation. It will be copied in?—A. All right. 

The accounts of Swift Canadian Company Limited are maintained at the 
plants at Toronto, Winnipeg, Edmonton, Moose Jaw, New Westminster and 
Moncton, and at numerous branch houses, produce houses and other selling 
organizations. Each of the plants receive periodical reports from the branch 
houses, etc., in its district and the net results so reported are incorporated in 
the packing house books. The plants in turn submit monthly summaries of 
their operating results and financial position to the Toronto plant where the 
net profit or loss of the organization 1s recorded. 

Our examination was confined to the records maintained at the Toronto 
and Edmonton plants and in preparing this memorandum we have made use 
of the summaries and reports received from the remaining plants without 
verification. 

Q. You found in the Swift plants the same practice of accounting as you 
found in Canada Packers?—A. Yes, that is so. 

QQ. That is, the accounts being maintained by departments. You had in 
Swifts how many departments?—-A. Over 70. 

Q. Over 70 departments, and no consolidated statement of the operations? 
SAL nab as 0; 

Q. In any one plant, or in Canada?—A. That is so. 

Q. Will you just proceed?—A. Yes. 

(a) To ascertain the net income earned, capital invested in the company 
after eliminating the various charges or credits to operation, if any. 

Capital: On December 13, 1902, letters patent were granted under the 
authority of the Companies Act, 1902 (Dominion) incorporating J. Y. Griffin 
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& Company, Limited, with a capital of $500,000 divided into 5,000 shares of 
$100 each. Supplementary letters patent were granted on January 2, 1911, 
changing the name of the company to Swift Canadian Company, Limited, and 
increasing the capital to $1,000,000, divided into 10,000 shares of $100 each. 
The capital was again increased by supplementary letters patent on October 
5, 1914, to $3,000,000 and on October 17, 1917, to $5,000,000, at which date 
all the shares were issued, the par value being $100. During the five years 
ended October 28, 1933, therefore, the capital of the company was $5,000,000 
divided into 50,000 shares of $100 each, on which no dividends were paid. 
There were no bonds outstanding during the period. 

Q. Throughout the entire five years, no dividends?—A. No. 

Q. No bonds, and no interest on bonds?—A. No. 

@. And no interest on borrowed money ?—A. No, that is true. 

@. They had a loan from the Chicago office during that period of the sum 
of $5,000,000?—A. Approximately. 

Q. Approximately $5,000,000?7—A. At one period. 

Q. On which no interest was paid?—A. That is so. 

@. Will you continue?—A. In Exhibit “A” we submit a balance sheet of 
the company at October 28, 1933, prepared from the books of the Toronto 
plant and the monthly returns from the plants at Winnipeg, Edmonton, Moose 
Jaw, New Westminster and Moncton, without independent confirmation. 

Q. Before you go farther, that balance sheet shows at that date, October 
28, 1933, a surplus of $5,127,398.32?—A. That is so. 

@. And that was after they had paid back to the Chicago office the money 
that had been borrowed from that office? —A. Yes. 

(). The net position being left that they had this surplus in excess of the 
entire capital issue of the company?—A. Yes. 

Q. Will you proceed?—A. Net Income: A summary of the operating results 
for the five years ended October 28, 1933, is submitted in Exhibit “B.” We 
are informed that the company is controlled by Swift & Company, Chicago, 
although we are unable to substantiate this fact from the stock records since 
the capital stock is registered in the names of various individuals, and we were 
unable to secure information as to the terms on which it is held. 

For this reason and in an endeavour to determine whether the numerous 
transactions between the two companies result in a loss to the Canadian com- 
pany we have made an examination of the inter company account 
with Swift & Company, Chicago, maintained at the Toronto plant. 
If it were found that the Canadian company made sales to the affiliated 
company below the prevailing market price or purchased merchandise from 
them above the prevailing market price, this fact would partially explain the 
low percentage of net income to sales of 0-07 per cent for the five years under 
review, but no evidence of such a condition was found in the course of our 
examination of the Toronto accounts. 

Q. That is the five year operations of -this company showed an average 
of net income to sales of -07 per cent, is that correct?—A. Yes, that is so. 

We are informed by the officials of the company that sales to and pur- 
chases from the various affiliated companies are made at the prevailing market 
price that would be used in dealing with outside purchasers or sellers. Our 
restricted examination, however, did not permit us to determine the facts in 
this connection. 

In reviewing the operations consideration was given to such controllable 
items of cost as salaries, repairs and depreciation and adjustment of inventories 
which might have an important bearing on the net income of the company as 
reported. 


i] 
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No items of sufficient relative importance were found to warrant adjust- 
ment of the earnings, but as our examination was restricted to the Toronto 
and Edmonton plants we are unable to say definitely that no such adjustments 
are required. Particular attention is directed to our remarks later on in this 
report regarding repairs and renewals. 

The following comment is submitted on certain items included in the 
operating statement. 

Sales: The company does not maintain any form of record from which the 
total sales of the organization as a whole can readily be tabulated. For the 
purpose of the annual Dominion income tax returns the company compiles a 
figure which, we are informed, represents sales to the public in Canada. This 
figure excludes, we understand, all inter-plant and inter-departmental transfers 
and also all transfers to associated companies in the United States and England. 
In the absence of any authentic total of sales we have accepted this figure 
without confirmation, and on this basis we have prepared a tabulation of the 
sales to the public in Canada, together with the percentage which the net 
income bears to such sales. 

If the actual sales of the organization could be determined the resulting 
percentage of net income to sales would be lower than that shown in the 
following tabulation. 


Period of 52 weeks ended: Sales Net income Percentage 
October’ 23;"1933,. >. $24,359,178 91 $400,210 36 1.64 


Q. 1-64 per cent represents the percentage of net income to the sales of 
1933?—A. Yes. 

Q. May I just at this point ask you if that percentage in Canada com- 
pares with the percentage of Swifts in the United States? I thought you had 
that figure readily available?—A. We will look it up, and give it to you. 


Period of 52 weeks ended: Sales Net income Percentage 
RRCRO DCIS LO 258K... Toth) s ae Wallace Neve lehis ou we $ 24,359,178 91 $400,210 36 1.64 
Pa Tarte wicteca Saas fh scken Sitsil Satenl Spee © 25,006,885 38 364,407 09 1.46 
UE ae ions nl 9g) Nae ia ne a Sep ae Pa e 33,545,009 59 517,709 25 1.54 
PRG mere LUGO Re We fo Wels & ee, p's, aes pe 48,472,056 03 31,678 49 0.07 
Naveniier 2a 1920 sie eit Poe tas EA attack. Ble 50,080,518 45 574,657 37 1.15 

oe ee is wee POE eR PS NANOn Se (ee at 463-648 96 2 4194,499' 86 
ice Rasen LOE seCTIOG we wisy dyad. so Pe « To. <a) A -OU,L9 2, Feo (OF $ 24,885 97 0.07 


Inventories: We reviewed the basis of valuation used by the Toronto plant 
in compiling the inventories as at October 29, 1932, and October 28, 1933, and 
found that in general the prices were conservatively based on estimated cost 
or market, whichever was lower. We are informed that no material change 
was made in the basis of pricing inventories at the Toronto plant during the 
five years under review. 

Q. So that throughout the five years they had accepted as a basis of 
inventory whichever was lower, cost or market?—A. Cost or market. 

Q. And they made no such deductions as half a cent a pound as we found 
in Canada Packers, or any additional deductions that were found in Canada 
Packers?—A. No. 

Q. They adopted the same principle as Wilsils?—A. Yes. 

Q. In making inventory valuation?—A. Yes. No information is avail- 
able at Toronto regarding the basis used in pricing the inventories at the other 
plants as the instructions in this connection are issued direct by the officials 
of Swift & Company in Chicago. 

Depreciation rates: The following average rates have been used by the 
company in computing depreciation on fixed assets for income tax purposes 
during the period under review. The information was secured by us from 
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the income tax returns, but we have not reconciled the figures with the books 
except in the case of the Toronto plant. 


Per Cent 

DULOIMIOS rae fe Sa ee arte a ee ee A ee 2°33 
VESICLE Ar. cettrthters «pan eRe coe eG eee 4-14 
Office Furniture, Fixtures and Equipment.. .. .. .. 10-89 
Delivery..and aMlator: Equipment.-, +. sok wien aoe 
Branch House Buildings and Equipment (The asset 

value on which this percentage is based includes 

land, the book value of which is not known).. 3°34 
CUD BIe NRSOU SY i Lat ties tewh iacaea tik ii, Weeec ak cee 3°93 


Repairs and Renewals: We are informed that the general policy of the com- 
pany is to capitalize only those expenditures which will result in a saving or 
produce income of an amount which can actually be calculated and which will 
yield at least a nominal return on the investment. All other expenditures are 
charged to repairs. Renewals of complete units of the plant are, we understand, 
charged to the depreciation reserve, but the cost of renewing a part of a unit, 
even when the amount involved is substantial, is charged to repairs. In order to 
determine the effect of this policy on the repair costs of the company we made 
an examination of the jobs costing $500 and over, at the Toronto plant, which 
were charged to repairs during the five years under review, and in the following 
tabulation we show the yearly totals of items which might be considered as being 
of a capital nature and therefore charegable to fixed asset accounts or depre- 
ciation reserves, but which actually were classified as repairs and accordingly 
charged against operations: 


Period of 52 weeks ended: Amount 
CVELODEE 282 LUGO. 2 ne che hac Moe neh ete eae tat een ee ee ee ee, Oe $< Ssh to Pur 
October O97 LOSI Aes. AL gs SRE CU + 50's ar seedgntnsict cai Sanees 10,680 19 
Oecober SIH igs Bet yes. . OS OS MINT. Amik eRe Ae hig kone eine omen a ae a ee 40,320 32 
INEVEDIDED Ts LOGO Te ce ee ee ERO Se OM Ge thle Fee Be Sug i ae 62,115 85 
November 2) PO20T% 5, ONO, Cee she SUES eee. 2 an ee 18,633 36 

StON ecg et. Boa. Wa ae cen es Cute Atal fe cere ar cea etegs ean aa ETE $ 136,862 89 — 
AV CTASeuOTl POLIO . tise: Soy yale ee G a Boe Seah ak ee $i Qi adda Oe 


Executive Salaries: The salaries paid to the executives of the company — 
during the calendar year ended December 31, 1933, were secured from the 
returns made to the Income Tax Department, and in the case of salaries paid at 
the Toronto plant were checked with the company’s salary records for the year 
1933. 

By the Chairman: | 


Q. Give us the total amount for the three?—A. For three executives, the 
~ total is $28,840.82. ~ | 

Invested Capital: In Exhibit “C” we submit a statement showing the re- 
lation which the net income bears to the average invested capital during the 
period under review, based on the annual balance sheets and profit and loss 
accounts prepared by the company. The invested capital is represented by the 
par value of the issued capital stock, together with the accumulated surplus. 

On the above basis the percentage of net income to invested capital is as 
follows:— 


j 
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Average Percentage 

invested to invested 
Period of 52 weeks ended: capital Net income capital 
DeTODCE ILS IGS a alles Hs Telnleans sie Fe eee $ 9,927,429 60 $400,210 36 4.03 
Cetobern29, 1982 way ie co oes sa re Ge eee 9,915,837 68 364,407 09 3.66 
PNGEGOOL Ol wehC Olin te, +5 ee teye 8 aw ge sy 9 eo 8!® 10,362,309 06 517,709 25 5.00 
November 1.1930). 2002. scien eee sie 8 ore 10,595,820 62 31,678 49 0.30 
November 2; 1020 Tw Vee a Re eV cols 10,287,078 20 574,657 37 5.59 

Gece e © oy rok ay een es ve He rs $51,088,475 25 $124,429 88 

Average for period... .. «2 ++ o6 + e+ $10,217,695 11 $ 24,885 97 0.24 


By Mr. Sommerville: 


Q. The fact remains that of the $10,217,695.11, of average invested capital, 
$5,000,000 of that represents the original capital invested?—A. Yes. 

Q. As shown by the capital stock issued; and $5,127,398.32 represents accu- 
mulated profits. 

‘4 o They had accumulated profits in excess of the original capital invested? 

—A. Yes. | 

Q. Have you got that figure that you were looking up for us as to Swifts? 
—A. Swifts is 2 per cent. 

Q. Swifts earnings in the United States for the period of October 28, 1933? 
——A..That.is.the.return. 

Q. Of Swifts?—A. Yes, but all the consolidated companies. 

Q. Of the Swift Company?—A. Yes. 

Q. What was your answer?—A. 2 per cent. 

Q. All right, will you proceed?—A. Yes. 


(b) To determine the spread between the price paid to the producer of live- 
stock and the price received by the packer from the sale of the various products 
manufactured from livestock. 


In the case of the Swift Canadian Co., Limited, a large part of the com- 
pany’s transactions are represented by the purchase, manufacture and sale of 
products which are not derived from livestock. The business is divided into 
numerous departments, each of which is engaged in the handling of a particular 
product or group of related products, and the accounting records of the com- 
pany are designed to conform to this division and furnish separate operating 
results for each department. In the case of livestock certain products pass 
through a number of departments and in the process, products derived from 
other species of livestock are combined and sold as one finished product. 

The company does not maintain any records from which the spread between 
cost and selling price can be ascertained, but to secure approximate net gains 
or losses for their own information the officials have “Killing and Cutting Tests” 
made from time to time and by the use of estimates of the net realization from 
each product they arrive at the estimated gain or loss on the sale of an average 
live animal. In Schedule “I” we submit a summary of a typical “Killing and 
Cutting Test” of 150 truck hogs bought on April 11, 1934, which shows that 
the average loss amounted to 15-84 cents per 100 pounds of live weight. As, 
however, these “tests” cannot be reconciled with the actual operating results of 
the company we feel that they are of little, if any, value in determining the 
actual net loss or gain on a live animal. 

For the reasons stated above we are unable to determine the spread between 
the price paid to the individual producer of live stock and the price received by 

the packer from the sale of the resulting fresh and manufactured products, and 
we are therefore forced to substitute for this inquiry consideration as to whether 
the packer receives a reasonable or an excessive return (a) on the capital 
invested and (b) on the sales made to the public. The information necessary 
86332—154 
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to arrive at a conclusion on these points is submitted in the section of this 
memorandum dealing with invested capital and sales, the average return shown 
being .24 per cent on invested capital and .07 per cent on sales. 


By Mr. Factor: 
Q. Why do you call invested capital of $5,000,000 a surplus?—A. Because 
that might have been drawn out by the company, but was left in. 


By Mr. Sommerville: 


Q. In dividends. The shareholders have that amount invested. That is | 
your explanation?—A. Yes, it is invested in assets. 

(c) To determine the dressed cost of hogs, beef and small stock purchased 
through (1) direct shipments (2) stockyards or markets and (3) truckers, and 
the percentage which each of these classes bears to the total purchases. 

The above information has been secured from the Toronto and Edmonton 
plants in connection with what are termed by the company “Mixed Medium” 
hogs (excluding the following grades: No. 4, Heavy, Extra Heavy, Stags, 
Cripples and Shops) and for the three periods of four weeks each ended 
September 27, 1933, December 27, 1933 and March 28, 1934, and is summarized 
below. 


Direct Test lots, 
shipments etc. 
uncer a eT 
: $ cts. $ cts 
Toronto— 
dweeks.ended:Sept.i27y Tagan, COLE Ail? 9 9 83 9 74 
‘4 tot LDechiey, L083" nai nike pare, aes 8 86 8 36 
ue <<“ Mar. BLU te Sete eres ie ce oe L256 12 39 
% % 
4 weeks ended Sept. 27, LOSS ee oS, OS 55-3 1-3 
+ ‘a abeer WtEAQSST eek. o1.<, She cibecatee| 47-1 4-2 
“ “Sy Mar, 28. DOCS E Cia. Rips nee bon ae 56-2 6-1 
$ ects $ cts 
Edmonton— 
4 weeks ended Sept. 27, 1933*.................... S307 |. TI0TSI27I0o UO807T we ele 
* “Dee. 72 RE) A Se aay ms | (EF 7a RS ie” Me eos) ee POSE 
es “Mar. rite Nem ART caine PERT one d He TSO SN E24 el Sr TOR, Tesco tne 


eee eer cere ee 


4 weeks ended Sept. 27, EGGS EU, OM Dee TE 40 
«i if C6. 24, AOSBT RS eam ks here be 4 
re “Mar. 7 ile |! i stem I he waty a kiy rs cee 7-5 


eee ew eccecccs 


*Average cost per 100 pounds dressed weight not including killing and dressing expenses and before 
deducting value of by-products. 


tPercentage of total killed. 


Q. In Edmonton they get 97 per cent of their entire kill outside of the 
stockyards?—A. Outside of the stockyards. 

@. And only 2-6 per cent in the stockyards?—A. Yes. 

The current prices paid for hogs at the Toronto plant are based on the 
market prices for the bacon grade with the following differentials on or off the 
bacon grade: 

Select—Premium of $1 per head above the bacon. 

Butcher—Discount of $1 per head below the bacon. 

Light—Discount of $1 per head below the bacon. 

Heavy—Discount of $1.50 per head below the bacon. 
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Extra Heavy—Discount—of $1 to $1.50 per 100 pounds below the bacon. 
Sow—Discount of $2.50 per 100 pounds below the bacon. 
Stags—Discount varies. | 

The corresponding differentials in use at the Edmonton plant are as follows: 
Select—Premium of 50 cents per 100 pounds above the bacon. 
Butcher—Discount of 50 cents per 100 pounds below the bacon. 

Light and Shop—Discount of $1 per 100 pounds below the bacon. 
Heavy—Discount of $1.25 per 100 pounds below the bacon. 

Extra Heavy—Discount of $2 per 100 pounds below the bacon. 
Rough—Discount of $3.50 per 100 pounds below the bacon. 

Smooth Sows—Discount of $2.50 per 100 pounds below the bacon. 

All other sows—Discount of $3 per 100 pounds below the bacon. 
Stags—Discount varies. 

Cripples—Discount of $2.50 per 100 pounds below the bacon. 


From the records maintained by the company it is not possible to determine 
whether the company gains an additional profit through the operation of the 
differentials before mentioned. After the hogs are dressed and cut they lose 
their identity in the plant, and the product is sold at the most advantageous 
market price. 

The average dressed cost of all classes of cattle, veal, sheep and lambs at 
the Toronto plant for the two weeks ended March 31, 1934, are tabulated on the 
following page. Prior to this period the records maintained by the company 
did not show the distribution of the purchases under the required headings. 


ETE EEE 


Stockyards 
— Direct or Truckers 
shipments | markets 


$ cts. Ge icts: $ = ets. 


Toronto— 
eee Ve (AU LSC bas trol d apclitai eben cessing snonnsh regs tatorati 9 07 8 16 6 30 
Calves “ SEED SM OAD RAP SRIER RIFE TEA CIAR EOS, OS 8 30 10 21 9 13 
Ricoh: fair. ceils « Se OL ee Pee Fe MOGI G. Sieh 4 95 7 66 5 71 
VEEP RE 2 RE SR SUPE RE Cae RICO AERA U EN Cae 15 80 15 88 12805 


*Average cost per 100 pounds dressed weight including estimated killing and dressing expenses and 
less estimated value of by-products for the two weeks ended March 31, 1934. 


Q. With reference to lambs, the stockyard lambs cost $3.35 per 100 pounds 
more than the truckers?—A. Yes. 

Q. And they paid for stockyard sheep $1.95 per 100 pounds more than for 
truckers?—A. Yes. 

Q. And $1.08 per 100 pounds more for stockyard calves than for trucker 
calves?—A. Yes. 

Q. And for cattle of all classes, $1.86 per 100 more?—A. Yes. 

Q. Will you continue?—A. Yes. 


PERCENTAGE OF TOTAL KILLED 


Lene eee Ee 


Stockyards 
— Direct or Truckers 
shipments | markets 
% % % 
Toronto— 

Petilowall classeayt... Fle. o22 5h. aha ee ok. Peele ine 6-0 9-1 2-9 
Calves uo Toc ortsk (eae os ROTOR GIRS DERE - WE 18-5 78-0 8-5 
1 ey Daan nn SRE en ee er Go me aera eer Se es ce 4-2 86-9 8-9 
Lambs (42-6 per cent of lambs killed were transferred from 

tight IGG MOUNT oh a bas Feo cis Ka sineleccpn no FSS Md eee ee wate we 8 aE 9-3 47-7 0-4 


¢ date sprain tat 9h tens ee eee 
+ Average cost per 100 pounds dressed weight including estimated killing and dressing 

expenses and loss estimated value of by-products for the two weeks ended March 31, 1934. 
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The records at the Edmonton plant are not designed to furnish the fore- 
going statistics relating to cattle and small stock. 

. In every one of these cases Swifts paid the full yardage charge, or the 
full charge on the purchase of direct shipments of cattle, calves, sheep and lambs, 
as you have given us?—A. That is so. 

Q. 6 cents for hogs, 10 cents for sheep and lambs, 12 cents for calves and 
25 cents for cattle?—A. That is so. 

Q. So that in all of these prices, whether they buy direct from the trucker 
or stockyards, those charges are the same?—A. Yes, that is so. 

). And that would mean that these net amounts that are paid in the stock- 
yards in excess would be reflected in larger amounts to the farmers?—A. Yes, 
that is so. 

Q. Will you continue?—A. Yes. 

(d) To determine the hourly rates of wages paid by the company, and to 
prepare a tabulation giving the number of employees paid at each of the different 
hourly rates. 

In the following tables we submit information in connection with the 
Toronto and Edmonton plants showing the number and percentage of the com- 
pany’s employees, not including office clerks, engaged at various hourly and 
weekly rates for the week ended March 24, 1934. In the case of the Toronto 
plant the wage rates include the regular bonuses, but the rates for the Edmonton 
plant represent the basic rates only aggregating $5,372.67, the bonuses amount- 
ing to $212.39 having been excluded. 

(). When you are referring to bonuses, just tell us what you mean by that? 
There is a system in operation in this plant?—A. Yes, the Bedoe system. 

Q. There is a system in operation in this plant known as the Bedoe system. 
Have you referred to that in your statement?—A, Yes. 

Q. What is that system?—A. May I read this? 

@. Yes?—A. Our examination of the records relating to payrolls at the 
Toronto and Edmonton plants indicates that none of the company’s employees 
are on piecework, but in a large number of departments a bonus system is in 
operation whereby both foremen and workmen receive a premium for units 
produced in excess of a predetermined standard. We note that in the depart- 
ments operating under this scheme, practically every employee participates in 
the weekly bonus payment. We are informed that employees are guaranteed a 
40-hour week and to that extent no employee is required to “stand-by” in his 
own time. Our examination of the payrolls over a period did not disclose any 
evidence to the contrary. 


By the Chairman: | 

Q. Before you leave that: the schedule which I have before me shows an 
hourly rate, and I notice that there is only about 3 per cent of the employees 
who are paid less than 30 ¢ents an hour. Now, in that statement which you 
are speaking of, does this 30 cents an hour include the bonus?—A. These figures 
do include the bonus, yes. 

Q. They include the bonuses?—A. Yes. 

Q. Quite? 

Mr. SOMMERVILLE: In other words, the wage scale here appears to be higher 
than any of the other plants you have examined; that is, Swifts. 

The CuatrMan: There is a smaller number, with the exception of Hun- 
nisett’s, of employees in the lower paid categories, 


By Mr. Sommerville: 


Q. Yes, I see your average for the Toronto plant is 434 cents per hour, and 
the Edmonton plant is 37 cents per hour, not including the bonus in the 
Eenonton plant; is that correct?—A. Yes, that is correct. 


aanz 


_ 


Mr. Factor: The weekly wage at Toronto averages $18.31—no, you have 
not got the average. 


The CuairMAN: The weekly list is down below that. 
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By Mr. Sommerville: 


Q. That is the weekly rates and the bonuses?—A. No, the average on that 
would not be very informative. 


Mr. Sommervitte: If you will just copy the rates at this point, Mr. Reporter. 
Tables of rates follow: 


TORONTO 


Hourly Rates and Bonus Number of % of 
Employees Total 
GS 
LER b ccetc tas ape ane RI sta ots soc nie: ced eae ick eit 2 37% 
RESTO LS PWOMEINIR UCR ls Vie, RSI. RY, Pg AT eg we ys 1 -18 
ae ol, te Pe Me ONE, 8 ALON A DEEP EERE IT BEL OPTUS E i Fane oe. 1 -18 
Re TtT uae NOC Lol edeket etek tenons aren easy Sco seae oe ens! eegeiielitiie #0) ats eels ice sla) Sat cee Ss aug ae os * 1 . 18 
oy ele RS te | EN gd SO FD RA ERR NA eae i ae ee Ca il -18 
1h ee ee EP ee Cte ete ee a eee ate eta Seat me ERG ee a 1 18 
el MR 8 gE OR er tA ee ore ie eee a Oe 1 -18 
ae es NE Ce Ue erie ta ils SoS uate at aletcietate ofa tatate tater telelenels 3 ee 
gh hs ee TR Da ae AG neice hiat ae Ray oe RITE 2 OR ACRE SE ae ACR ACEI Pe °3 
Og 5 UPI,” Big eg ai 8 OT OR OS NR ea aa i ne 3 55 
Sm es Me Re ats At ho ¥, 4 FS otc AL TION Palastans ou tetera ete ar fol pte Wie taheln'a taste ataMibaten ss 68's ote tae 71 13-01 
ORL, SGI I RPE ee re ena eee nee TIT eNO Nren Cer eer tc ho mee 112 20-51 
See ee ee eT LIU SRE Sec Gees wSy Scat cate ae teak ens cate ales 104 19-05 
BAAS stat AOS.) | tis eee del canes ck Ra PERE RO Mn Peay Age Ca a Ses bard yeh 63 11-54 
tel erg pylet Sel conc eel ered itr yeny. Tl Apetereetn yeaa eae Py Ss wate 41 7°51 
eraGOntas PRMD. Bere Fe ALLY, ADS hres Raktae it's GUNES MAO Malate Sete miace «WOES « 12 2-20 
a FS del Be ade ct corse OTe ES: Sec Nia RIE aS HAE Ps oped 16 2 , 
he tlh vs, ecto naE T EN OIes TORR  echgc enes nee eeee ee 8 1-4 
UA ED 0 ty 10 Na i Se 2 oC ae rk ne Oe Re ee AR or 1 18 
OE PO Bee Ce PT Dh ee Ae ee ee CREE ee Cen aco Eee 2 37 
De rere! A Ss ek ee te a) cd i i a at i 
Weekly Rates and Bonus Number of % of 
Employees Total 
Ee A x vs chorsy EEA UE EO Rah + MEDIC ONS s walle EEL iS ESE «DME eo gps othe 3 *55 
Sug Se GES SSRI ess SURI i Ore. rn 2 Oa ee a ac ea 1 -18 
Twecubeeere fa. OR OEY See beth « carter Se Soke oR sis CRT ee serra ea 1 -18 
UDR Wine A aot pile ney eeamuer nem nr ener er ra ee wrmiarts PTS i -18 
TOR ee es AP es, Sikes oe eye ere wee cea Etc ede ab ne sie sod 4 -73 
PUT, DOORS te er he et te te eee Glee eee kte eae wie cme eee re bane in® Seen? 38 6-96 
EOL OR SO0, < ftrak BE cates ph une TS ap Bud doin ae ME sea oct ob ede ea eee ae 21 3°85 


i i 


EDMONTON 


Hourly Rates and Bonus Number of % of 
Employees Total 


es a et ee aes SS SS ay ee SR ee a | ae 


$30.01 to ore 0c esac ce eae soto «»  OAPALOSERS I  AEh es IO Lee Bre: 15 2°75 
PPT AO OO: veins on cain sx Die ee ere ioe “at eo dere eee Pee Oe 5 92 
40.01 to 45,00 A, BASE re ca lca ae Uda es © area Se a mretomboae — onl 3 55 
AME eth AMOR ain wae Gc ialigein ee were oie] sour a ms 4 tangas elias Ane Sarason e RN SE® 3 55 
OT PO crea ee oars Site wee dlapiae © Seige <Gideg dag ns ks a ote Roy eeiae eee tieeers 1 18 
UTR UL) Ue CMM 0) 24 ASSURE On eee een ee ea ee, A eS 2 37 
CaM ictal IG COG Lee. . ari tet soe. LUG. -T8E le). 9d. Gi KOMP EIT - 1 18 
ee ee ig ie Me ore ae ts Ok Sorina B dueetaa SEY cle ik nei 1 18 


sala RED as aE EE I BS le BE a ne ae SE SSO SD EE 
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Epmonton—Concluded 


; 


Hourly Rates not Including Bonus Number of % of 
Employees Total 
SS ae See ONeN Dw ere ede Ee Pee ae er Se ee eee a 
29 Chan iG eer t= ilwedey veal: «se WEL AR Bee laa: REEL cyl. 5 ee ene 7 2-20% 
DET tis: Cre avekitper ae. eA eke Wa ee PEC ae eg ae 3 -94 
235. Lid, HP Rea ld shee Adaya ale. ANF, SEL Ce te Meee” eae ene ee ar 34 10-66 
BO ais chic aeraeiee cM cube cRNA ok alles | ee Ol ak ah a 44 13-79 
poe TORE Bure. ty WA PONS yay IN GARG any Pe Oe ae nm HRN 73 22-89 
SOOT. FOLE e  Rek sma gcd tte POS Rg ee eee Leben Er igs eli 61 19-12 
EO be one sci s dite eatacol to tema eet: Clad ade Gs eral Bee 33 10-34 
ROU efter ot Gee wie a crn cm diag se oan ec geen oe eh 15 4-70 
OL Dota GEA. etd se eis ishs ‘ares eo w aut hc te ae ace ER a ie eee age 4 1-25 
WOOD diees's aap aiaie oatedina hts siaahs “yi ea aaoa ee, See eae Arent pienth ia etal oa 3 -94 
OES rearscre tar SAR Gate oases in pen nm Sameer auspice epee 4 1-25 
DOD Meer ate Sc 5 Pha Foot San > occ ee ed ee) oe 9 2-82 
Theat nah ee ee 


Weekly Rates not including Bonus Number of % of 
Employees Total 
ee ee ae ee eee 

S00 SIS WOE ta, co tosnt Micon Sogn Cen oe We ete ea ne ee eee 5 1-58 
PO NG1E 234 DORs RECA s. PR e, B aera Toteee Tk oe ie nn eerie 1 31 
A OU TD, GOR 8 ras oat + ose geen tman nie: cei ean os ep eee) aetna a ol eRe 1 31 
Fee WOR pce hon cc Coe eRe fea os en ee ee 2 -63 
BOOTS ET QR 3). SARE... Ly ie eR ee eh Lee. nae ene 2 63 
RO OE A193 00br. o> eps ta hs laced eae acnmsiee be nl. Vacate one Sune’ RE BIR 2 63 
BOL 20 WUE. a a a bie, we Thi ee ee hie ae 15 4-70 
TOOT SOL OO NBT A, MESUGY ec 54 Beers Re eM er Tee we ee aNd ee 1 31 


The average hourly rates, including bonus, paid to all employees of the 
Toronto plant who are engaged on an hourly basis for the weeks ended March 
24, 1934 and October 7, 1933, were 43% cents and 384 cents respectively. The 
average base rate, not including bonus, paid to the same class of employee at 
the Edmonton plant for the week ended March 24, 1933, was 37 cents per hour. 

At the Toronto plant the basis of employment for foremen is a 50 hour week 
and for workmen a 48 hour week. An examination of the payrolls for the weeks 
ended October 7, 1933, December 2, 1933 and March 24, 1934, discloses that, 
subject to a general increase of ten per cent on October 7, 1933, the rates were 
substantially the same as those given in the foregoing tabulation. 


By Mr. Factor: 


Q. Has there been any reduction in wages during the last three years?— 
A. I cannot say for certain. 


By Mr. Sommerville: 
@. There was, at any rate, an increase in October 1933?—A. In October 
1933. 
By Mr. Kennedy (Peace River): 
Q. Can you give us the total salary?—A. Of all, or executives. 
Q. Both?—A. We have given you the executives. 
Q. You have?—A. Yes, I have not the office staff. 


By Mr. Sommerville: 
Q. Then, with respect to the other plant examined, Hunnisett; this is a 


small plant recently built at Toronto?—A. Yes. My memorandum in connection 
with this plant is as follows: 
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MEMORANDUM RE F. HUNNISETT, JR. 


In the following paragraphs we submit certain information prepared from 
the certified accounts of the auditors of F. Hunnisett, Jr., from the books and 
records and from information obtained by us from the management, without 
independent confirmation of the accounts. 

The scope of our investigation, which is outlined in general terms in the 

Resolution of Parliament, may be divided into the following specific enquiries. 

(a) To ascertain the Net Income earned on the capital invested in the 
business after eliminating extraneous charges or credits to operations, 
if any. 

(b) To determine the spread between the price paid to the producer of live 
stock and the price received by the Packer from the sale of the various 
products manufactured from live stock. 

(c) To determine the dressed cost of hogs, beef and small stock purchased 
through (1) direct shipments (2) stockyards or markets, and (3) 
truckers, and the percentage which each of these classes bears to the 
total purchases. 

(d) To determine the hourly rates of wages paid by the Company and 
prepare a tabulation giving the number of employees paid at each of 
the different hourly rates. 


In support of the information ‘neluded. in the memorandum we submit the 
following statements: | 

Exhibit “A”—Balance Sheet as at December 31, 1933. 

Exhibit “B”—-Condensed Statement of Operations for the year ended 
December 31, 1933. 

Exhibit “C”—Statement showing percentage of Net Income to Invested 
Capital for the year ended December 31, 1933. 

(a) To ascertain the Net Income earned on the capital invested in the busi- 

ness after eliminating extraneous charges or credits to operations, if any. 


Capital:—The proprietor’s capital as at December 31, 1982, is shown in 
the audited accounts as $7,216.24, from which should be deducted an overdraft 
vn his current account of $1,124.48, making the proprietor’s equity $6,091.76 at 
December 31, 1932. There was, however, a liability to Bankers at that date 
amounting to $121,239.45 which amount was secured to the Bank by a pledge 
of the assets of the business and a guarantee of the proprietor supported by his 
personal securities. 

In Exhibit “A” we submit a Balance Sheet of the business at December 31, 
1933, based on the audited Balance Sheet submitted to the proprietor. 


Net Income:—-A condensed statement of the operations for the year ended 
December 31, 1933, is submitted in Exhibit Ds 

In reviewing the operations consideration was given to such controllable 
‘tems of costs as salaries, repairs and depreciation and adjustment of inventories 
which might haye an important bearing on the Net Income of the business, as 
reported. 

No items of sufficient relative importance were found, however, to warrant 
adjustment of the earnings. 

The following comment is submitted on certain items included in the 
operating statement: 

Sales.—The sales for the year amounted to $1,180,511.75, the Net Income 
being $2,167.84, or -18 of 1 per cent of the sales. 

Inventories.—The inventories are stated to be valued at estimated market 
price and the basis of valuation appears to be the same at the commencing and 
closing dates. 
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Depreciation.—Depreciation in the amount of $4,440 was set up on the books 
as at December 31, 1933, the basis of calculation being approximately at the | 


following rates:— Per cent per annum 
Buildings s20U oa SOREL, TO, BI ee 2 
Maehinery: sand-requipmentye? -aser varek «Sd soba dteley eerntew aie 10 
PUAME EXCOTCS 22 vain oa Lee thealana Leta eae te tin ee 10 
Office.furniture and: fixtures... sso. he.e oe Oe. 20, 88 74 
MAitomobilées Gand teuckely iio. alo Boe. coders 163 


Repairs and Renewals.—The total expenditure on repairs and renewals dur- 
ing the year under review amounted to $1,878.27, which does not appear to be 
excessive. : 

Hxecutive Salaries—The total drawings of the proprietor during the year 
under review amounted to $8,600, which amount is shown in the accounts as 
“Management Salary”. 

Invested Capital—tIn Exhibit “C” we submit a statement showing the rela- 
tion which the Net Income bears to the average invested capital during the year 
ended December 31, 1933, based on the annual Balance Sheets and Profit and 
Loss Account as certified by the auditors. | 

On this basis the percentage of Net Income to Capital is as follows: — 


Percentage 
Average to invested 
invested capital Amount capital 
Year ended December 31, 1933....... .s 2. « $8,913 31 $2,167 84 24.32 


In this connection it should be noted that the proprietor has borrowed a 
substantial amount from his Bankers to be used as working capital in the busi- 
- ness, which amount if advanced by himself would be included as Invested Capital 
in determining the percentage which the Net Income earned represents on the 
Invested Capital. 

(6) To determine the spread between the price paid to the producer of 

live stock and the price received by the packer from the sale of the 
various products manufactured from live stock. 


In the case of F. Hunnisett, Jr., the transactions are represented by the 
purchase of live stock, the killing of same and the sale of fresh meats to retail 
stores, so that the spread is represented by the difference between the price paid 
to the producer and the selling price. This spread, however, covers all the 
products handled by the business and the records of the business are not 
designed to show the spread on individual commodities. 

In common with other packing establishments, F. Hunnisett, Jr., does not 
maintain a cost system which would enable the actual cost of individual products 
to be determined. 

In the following summary we submit particulars of the average selling price 
per hundred pounds of product sold during the year in comparison with the 
average dressed cost per hundred pounds after allowing for the estimated value 
of by-products produced. 


Sheep 
oe Beef Calves and 
Lambs 
$ ~=s cts % % 
Avorave, Sallina Price per,100 pounds. «seein to.cdk. . Rae... baw 7 44 8-92 12-27 
Average Dressed Cost per 100 pounds.:......... 000000000. .cbeces 6 75 7:77 11-17 
Spread between Average Selling Price and Average Dressed Cost 
per ikOG pout erie. -dn < Pus daler ah. acho coce back ole das bees 0 69 1-15 1:10 
Percentage of Spread to Average Dressed Cost.............0.0000 10-22% 14-93% 9-85% 


The above figures do not include the costs of killing, cutting or handling. 


4 


7 
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The following table shows the average cost per one hundred pounds live 
weight of the purchases of beef, calves, sheep and lambs during the months of 
December, 1933, and February, 1934. 


SS ee a 


Average Cost per 100 Pounde 


Live Weight 
Sheep 
Beef Calves and 
Lambs 


$..cts, $ ~=s ets. $ = ets. 


NT trl ota (US 6 een beat bre ete co a a 4 80 5 91 6 59 
Be A Ai cic eth oes pnt tien vache dacien toss onsus recente ang iepen tices cote 5 00 (Ato 7 82 


ne ee 


The operations of F. Hunnisett, Jr., are restricted to the above classes of 
live stock, and do not include the handling of hogs. 


(c) To determine the dressed cost of hogs, beef and small stock purchased 
through (1) direct shipments, (2) stockyards or markets, and (3) 
truckers, and the percentage which each of these classes bears to the 
total purchases. 


In the case of F. Hunnisett, Jr., all purchases are made through the stock- 
yards, and the following snformation has been secured in connection with beef 
and small stock for the year ended December 31, 1933: 


= i Ee 


Average Dressed Cost per 100 pounds 
ae DO Chae op Bee es ee eee nee ee ee 


Sheep 
Beef Calves and 
Lambs 
el peg) ee mentee Bee es | scat bin Be UR OLE ESF 
Year ended December 81, 1983........---20ececeescecseesaececcces $ 6 75 |$ 7 77 \$ 1-17 


(d) To determine the hourly rates of wages paid and to prepare a tabula- 
tion giving the number of employees paid at each of the different hourly 
rates. 


In the following table we submit information showing the number and per- 
centage of the employees engaged at the various hourly and weekly rates current 
during the month of March, 1934. 


ee SS 


Number Per cent 
Hourly Rate oO of 
Employees Total 


en a des sake bos tlre tne eh Saloity ty.h se she tts ORE eee ee ae 4 10-52 
EE TM hte oh ire to ee ek cute Seer RCe TTR ES Aris ON TEES to ae eee 2 5-26 
a Nn dha ales oe etePGer cy axe e eRe ttee eee eros Weegee 1 2-63 
VME Bid SLES ar aauapaaaeo cs pivee ae teete tf oP ed Sete OEE IS 1 2-63 
iy CHL ROSES REE CIO Fee erway err reese tree eee nem Sen See hy 2 5-26 
MN here Ya anh AT iecmacne Rep Sees aS oee Peer ete Php SISNET OE: il 2-63 
Re MMe Bd Bethe: Oxy bast arehiteaccies oe ips ites Le essen ols SE 4 10-52 
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Number Per cent 
Weekly Rate of of 
Employees Total 

a 
910 .DOMEPE 2. aes Dee On MMO ath Ve © i ee aie St ee Se eae 1 2-63 
1S OO. Lea ee ee eR PNT tes eee lg ee eee deme 1 2-63 
BU i oe ac rare ti eins eed i AUC) a i em AS coe | 1 2-63 
hs gig Ee MEO CO ON ee oT | at LE ore” STON eaten eds pity Me LU 1 2-63 
ES ORES tac ae yi: 3 te AMEN oe PTS Ag eee enc worden Aan a nee 4 10-52 
POCO SEs Case Hacronuds Bow Ga duel tony Anse is oa a Re ee, eee 3 7-90 
ve AE am, ee were ena le penne woes ils tre i ctey a eine Pe ne ee Te 2 5-26 
Pee Bis oe TOM ORL 5 RRO SARS LES icc ea PAE ee ae a sha iad lis, i 2-63 
TES USGS EOE LAME TR LTT ME ORO MERON. AOL, SMES hu etal en 1 2-63 
2800 Bde ER ae ae es OO es ke Uc, Ese ee waa 1 2-63 
hie AL MNS atc at Me Us ck, RR ERA cal Ey, ar) A ie Poe ee ee 5 13-18 
LW 1! ee AB tele ener esto EPR Nel 4 Aiel  BMUGR Goa Mee hls ale ie Allee vsentar a Pe 5°26 


a iSO ecm co cereerregeeece emer ee eee Puen. ee 


None of the employees are on piecework or under any bonus system, and 
we are informed that no employee is required to “stand-by ” in his own time, 
Our examination of the payrolls over a period did not disclose any evidence to 
the contrary. 

The basis of employment is a 50-hour week and an examination of the 
payrolls over a period discloses that the rates in force appear to have been 
uniformly maintained. 

Exurisir “A.” 
F. HUNNISETT, Jr. 


BALANCE SHEET AS AT DECEMBER 31, 1933 


ASSETS 

8 UNOS RIE ire OEE i NEN “Rm Un mine Oe ve a oP NEE ate Lisl BINDER a) $ 300 00 
CEs ECOCOLV ANG och x Sede teh, Sak no al hy a ts ee 6 61,537 76 

Inventory of Beef and Saleable Commodities.........................00000 00, $ 42,452 59 

Inventory of Stores and Supphies..;..J..........0....0: ee 1,841 65 
, ————— 44,294 24 
106,132 00 

Real Batstelia. aged 2 Peete. Se vie Send aeee 11,092 87 

Pinltings 2 Set. OF, Dede aa oe I antes wlan att oats 69,608 43 

Machtobrsnand Weuinmeitt< 20... ae es) ke Ruel, Sagem vr gt leat WW one 19,761 74 

PURMULO Ss hat. Laetoli oer eee ee OR Ee ee ee, CPR ii, a 5,968 76 

Oi cosburrnitute 5 a eek 8 oe cal ae eee, ee 1,588 70 
—_— 108,020 50 
pppoiobiles and Mrathks re. Aros eee tates hele » wenerive in. ait ihe Sarpes pals 5,828 53 
Prepare TUSUTAUCE. 2. pi. LSPs wore cee cet eee Cake ee el ee SEO a 833 16 
otal neato Xo Me Nae, OR Raa es ene ae Ree, ee $ 220,814 19 

LIABILITIES 

Dem intense ania © verdrath, Wak. bins. c.0 Pies us oiled bon yh No umenas SNS ee ee EE $ 65,727 58 
, Notes Payable wecauy cee, ai gee al ae ee ee Manet AR an 75,000 00 
140,727 58 

Outstanding Cheques 7s ea eee eee eS Teer ere ee $ 14,950 71 

Agpounts ava lesils code shes aise ni tiier .: fe, fence wat, Sh kan Ae) ie Bon 4,504 23 
—————_ 19,454 94 
Costomers Oaposite': 42 tsetse one eo ert. Mean in 747) Juke etka) eee eee 1,550 00 
eS Ee ener be me ie ky) Ss ewe DON GER En MRNIC DY Sana 2,350 78 
Accrued Interest and ‘Charges+ ip icn<ne etre. kya cacayeias ly ace yeh, Ree en eee 1,126 87 
165,210 17 
Mortgage Davabled 3 w]itvste.6 OEE Eek GME Te Om Ul Ween tm uh onl ele Sealine Ck ee 40,000 00 

Reserves: 

Bou Depreciation of Buildings «ts 1 \.cucus wks cana chan cu ee ee 1,320 00 

ss MAGDANOR ite aco sk Mie io ites. kee ts te 1,800 00 

7 BEAM oreo cars es eae RAO Poco ss eas tee a 600 00 

se POUR: ba oc aed ee A eee At tal 120 00 

= Anvomobiles. and; Tieks, +5...05 6 aso. ee 600 00 

4,440 00 

Por -Dad-and Couowul accountd. 5.06 9 ee aoa ee ee mee 1,779 94 
——_—_— 6,219 94 


j 


w 
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LIABILITIES—Ooncluded 
F. Hunnisett, Jr.—Capital: 


Planoe poantar yy 1A1080 65 Fs} Sie Mehta: Wes Cats eh ew ehem 4 < ose 7,216 24 

Net Profit for twelve months ended December 31, 1933..................0.. 2,167 84 
_—_——— 9,384 08 
DOA ae) ees tate he a he ete a tee SIE. DRS. . BAO aS LE, $ 220,814 19 

EXHIBIT “B” 
EF HUNNISE Tia RK. 

CoNDENSED STATEMENT OF OPERATIONS FOR THE YEAR ENDED DECEMBER 31, 1933 
ee  ———————SSSSS 
Percentage 

= — of Sales 
$i yets: % 

IN SERIES 2 Dee ae Pe ne ee a ee Meer ees Soe aoe e een ero eee Ce eID 1.480 ,511-75 100-00 
a ak CU Ec ta rd cr caes.< ord gts ethos eee Hea ne hs ot doer Ge. stasyegee ys 1,094,215 89 92-69 
Perce Marinate ® PY A arty tay 1G 5 bese ark od tee.« LAGE WOR eas ORES 86,295 86 7-31 
ETE CMES CUBES eer hat Mee eee ee ee rer Tae lene e seep tga tee ss tt 70,620 90 5-99 
orton get. ank:lutereste. o:.ds dick re. ak Gilat eee fee 4 Uidieks <I ES on B 13,507 12 1-14 


84,128 02 7:18 


Ree POR IO (BLT sf OBER TUNE OIG! a: 2,167 84. 18 


Sn EE aE yan nnSI IEE SS SSIES nSSES SES SSS 


Exuisit %C” 
F. HUNNISETT, JR. 


STATEMENT SHOWING PERCENTAGE OF NET INCOME TO INVESTED CAPITAL FOR THE YEAR ENDED 
DECEMBER 31, 19383 


eee 
Sees SS SS ((—ae——SSS—asS TT" 


As at December 31 


1983 1932 
$ ° ets. $ cts. 
SUPE eS Re a OR, ee ee ee rn ne ede Ar Geen ee Ae Ts) 104,352 06 79,668 16 
Settee cee CET CLS TETLTOM otc eat tak a ose hae oh Ce aonis DOP ove OS 415 Saker Ne wh) Sere 6.8 et ci nige sf 162,859 39 143,122 94 
INiain GO UETCHECASSOCS EE ho eee een EEG Ck RE eh aaa ite aerate s 58,507 338 63,454 78 
Mey Pasete OU, filid. fis 1. dels S. 2). SROTILOS. Sey. Sali). OF; Oirr9 113,849 03 | 109,066 47 
Mee eeted CATS hace footie yess Here de de eos leet Ah * + nile e tive cls POTD E © sere 833 16 480 07 
Tangible Assets (including Deferred Charges)............-.:.eeeeeeeeeeees 56,174 86 46,091 76 
Deduct: 
Passrue. far Denreciavionn, - Av. iatetins.< (hs. ie. <a» s uae @ Oe Reeki we a tela ne shor 4,440 00 
Morigare| Payables. 1.1010. JIA. BALK. s OAT Rae. asin has Jas 40,000 00 40,000 00 
44,440 00 40,000 00 
Net Tangible Assets at etid’of Peri6d 020)... Sl EO Ee learns 11,734 86 6,091 76 
Net Tangible Assets at beginning of Period.............. 0. eee e eee e eee eens 6,091 76 
¢ 17,826 62 
A verngelNVeeted WC Attale.. «ts sits Se oopeete woe dT opr ele apy Resa Sap eb esc a cs 8,913 31 
Net Income for Year ended December 81, 1983...........2.. cee ee cece eee eeeee: 2,167 84 
Percentage of Net Income to Invested Capital............ 6... e eee eee e ee ee eee 24-32% 


By Mr. Sommerville: 


Q. From your report it is apparent that this small independent packer with 
38 employees pays an average of 473 cents per hour?—A. That is so. 

Q. That is the highest of any plant in Canada, without exception ?— 
A. That is so. 
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Q. It buys its product on the stockyards?—A. Yes. 

Q. Where he pays the stockyard charges and distributes the product in 
competition with the largest dealers in Toronto?—A. Yes, 

Mr. Factor: And he owes his banker $127,000. 

Mr. SOMMERVILLE: He is good enough to get his entire capital from the 
bank apparently. 

Now we have the report of Burns & Company Limited, which has been for- 
warded by the auditors from Calgary. If you would like to have the whole 
story complete we have it here. We will finish with Burns. 

The CuHatrmMANn: All right, go ahead. 

Mr. SomMMeERVILLE: There is no one here to present it. It has been for- 
warded by the auditors who made the examination, Eric Richardson & Graves, 
Chartered Accountants at Calgary. 

Mr, Senn: If there is nobody to question on it, why not take the brief in 
as read. 

Mr. Kennepy (Peace River): Is there going to be anybody here to ques- 
tion about it? 

The CHatrman: Mr. Burns advised me over the long distance telephone 
that he would be here on Friday. 

Mr. SomMERVILLE: It will be entered in the record. 


The Cuatrman: I think perhaps if the committee are agreeable we could 
have counsel for the committee read it, and we will incorporate it in the Minutes. 
There are some sections perhaps, which he could pass over with us, and he 
could read such parts as appear to be important and we will have it then spread 
on the record. You will have the whole of it on the record. 


Caueary, May 23rd, 1934. 


SPECIAL COMMITTEE ON PRICE SPREADS AND Mass Buying, 

House of Commons, 

Ottawa, Canada. 

Dear Sirs,—In accordance with your instructions we have made an ex- 
amination of the financial affairs and the cost records of Messrs. Burns and 
Company, Limited, Calgary, Alberta, and now submit our report with support- 
ing statements. 


Statement I—This statement shows live and dressed weights and average 
cost of hogs, according to the various sources of supply, for the months of Sep- 
tember and December, 1933, and for March, 1934; also live and dressed weights 
and costs of beef and small stock for the weeks ended 30th September, 30th 
December, 1933, and 31st March, 1934. 

The information for this statement was obtained from the Daily Reports 
of Kill which are prepared in the office from Warm Weights Reports of stock 
killed as recorded in the plant by the scaler. The purchases were also checked 
by a test of the Stock Purchase Vouchers for the periods under review. There 
is no segregation of purchases of live stock according to sources of supply on the 
books of the Company. We, therefore, were unable to supply this information 
with respect to Beef and Small Stock purchases as all this stock is charged 
from the Company Feeding Pens. The source of supply of hog purchases is 
indicated on the Killing Reports from which the figures submitted were com- 
piled. 

It must be specially noted that all Hog Costs at the Calgary Plant are 
on a “ Packer Dressed Hog” basis, i.e. Head off and Kidney and Leaf lard out. 

Practically all purchases of Cattle and Cows are made in small quantities 
and it is impossible to correlate them with the Killing Sheets. Sheep and 


i . 


Lambs are usually purchased in car lots and a considerable number are fed 
by the Company before going to the Plant for killing. The purchase prices of 
Beef and Small Stock differ from the charges made to the Plant by the cost of 
buying, feeding and handling. The selling price to the Plant from the Feed 
Lot is arrived at daily by the Plant Manager and the Livestock-Manager and 
is based on the market price prevailing at the date of transfer of the Stock. 
The profit or loss on the Feed Lot is borne by the Livestock Department. 

Hogs are charged to the Plant at purchase price plus 15 cents per hundred 
to care for cost of buying, feeding and handling. We have prepared Statement 
IA showing the average purchase prices from all sources for the periods tested 
and the average charge to the Plant during the same periods. 

The percentages of the purchases from each source of supply to the total 
purchases varies considerably over the various periods. This is accounted for 
by periodic purchases from the larger shippers and co-operative societies. 

During the course of our investigation of prevailing market prices for the 
periods being tested, we noted that practically without exception the spread in 
price between the Calgary and Toronto quotations was less than the freight 
from Calgary to Toronto. Officials of the Burns Company advise us that this 
is due to purchases by Eastern Companies in the Western markets at slightly 
higher than prevailing Eastern market prices after deducting freight charges. 
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Statement II.—This statement shows the differentials at which Hogs were 
purchased during the months of November 1933 and March 1934. We have 
used Bacon Hogs as a basis and it will be noted that the differential between 
selects, bacons and butchers is uniform. The differential for the balance of the 
erades is not constant and we are informed this is governed to a great extent 
by market conditions on “off grades.” 

The figures submitted for November 1933 and March 1934 would indicate 
that on heavy hogs a differential of from 65 to 75 cents was in effect. in Novem- 
ber 1933 and a differential of from 75 cents to $2 was established in March 
1934. In regard to sows, the corresponding figures were from 85 cents to $1.75 
in November, 1933, and from $2.50 to $3 in March, 1934. There can be no 
question but that the Company has benefited by these increased differentials. 
It has been able to purchase lower grades at considerably wider spreads. The 
number of these lower grades purchased is, however, not very great. 

It is contended by Company officials that this variation in spread is neces- 
sary in order to compensate for the fact that the market value of certain cuts 
and by-products does not increase in value proportionately with the price of 
live hogs. A larger percentage of lard is invariably obtained from low grade 
hogs. They also contend that the difference in differentials as shown by our 
statement is an extraordinary one on account of the very unusual market price 
variation in hogs. The low point to which hog prices fell necessitated a narrow- 
ing of the differentials in order to make the lower grades of some value and that 
the return to present spreads makes the prices now being paid more in line with 
the actual value of the lower grade hogs in comparison with the higher grades. 

The contention of the Company officials with regard to By-Product prices 
appears to be borne out by the figures given on Statement VIII. It will be 
seen from this statement that in September 1933 with the average Dressed Cost 
of Bacon hogs at $8.94 per 100 pounds, Cutting and Killing Lard Fats were 
worth an average price of $4.49 and $3.70 per 100 pounds respectively and in 
March 1934 the average Dressed Cost of bacon hogs had increased to $12.07 
and the By-Products decreased to $3.84 and $3.21. 

We are advised that the Hogs are graded according to the regulations under 
the Livestock and Livestock Products Act and the differentials in force appli- 
cable to Selects, Bacons and Butchers was fixed by agreement of representatives 
of the Producers, Packers and Government. The differentials on lower grades 
are fixed by the Company. 
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Statement III.—In order to ascertain if bonuses or premiums are paid to 
certain livestock shippers a careful test of prices was made of two days in each 
of the months of September 1933 and March 1934. The statement shows the 
prices being paid on the days tested. 

We are advised that the following method is being used at the Calgary stock- 
yards :— 


When a shipment of hogs is received by a Broker the various Packing 
Companies and Commission men are requested to submit tenders. The highest 
bidder receives the hogs. This price is then used as a basis for the purchase of 
“Roader or Trucker” shipments. Only in exceptional cases does there appear 
any variation in the prices being paid for “Trucker” shipments after the price 
is set for the day. Higher prices are, however, paid to certain large country 
shippers. The explanation given to us for the payment of these higher prices 
is that in order to assure the Company of a certain steady supply the Com- 
pany have found it is necessary to pay these shippers a small premium by 
giving the Calgary market price F.O.B. country points, shippers weights. We 
understand that these higher prices are paid on only sufficient hogs to guarantee 
the Plant a minimum supply. 

The prices given on the statement for “Shippers” are the “Off Car” prices. 
The hogs or cattle are purchased in the Country at Country weights but are 
shown on the Company’s purchase vouchers at delivered weights. The shrink- 
age in transit averages 7 per cent. The prices shown are, therefore, slightly in 
excess of 107 per cent of the F.O.B. Calgary price quoted to the producer. 

The pricing of Purchase Invoices is done at the Yard Office. They are 
checked later at the General Office before payment is made. 


Statement IV.—This is a comparative statement of Dressed Cost of Hogs 
and Beef and the Selling Prices to Retailers for the various sales shown. The 
information for this statement with reference to costs was obtained from the 
weekly Pork Cost Sheets and Beef and Small Stock Cost Sheets, and with 
reference to Selling Prices from the Weekly Output Record showing the amount 
of each product sold and the value. The figures obtained were checked by 
making a comprehensive test of sales invoices for the months of September and 
December 1933 and March 1934. In comparing these figures of costs and selling 
prices cognizance must be taken of the fact that only the best animals are killed 
for dressed meat which will account for some of the discrepancy particularly in 
the case of Bulls and Cows in which types there are a considerable number of 
lower grades. 

You will note that we have used “Shoulders and Loins” in the case of Hog 
Products “Sold to Retail” and “Sides” for “Beef”, “Veal” and “Lamb”, 

The test of prices to Retailers showed the following prices for “Sides” pre- 
vailed during the periods tested:— 


Beef Veal Lamb 

cents cents cents 
September 71093 ..50), JU Ce TRACT ethyiog aE) 5 to 64 Set TOIG 74 to 10 
Decembers 1933, att As. ahve Wie Bees 4 to 7 44 to 54 7 to 124 
Marah 1034.6. mewiyy Sd riclaie Cue 21) AAR ee 5 to 8 64 to 9 12 to 14 


Statement IV A——We were unable to obtain a complete list of Consumer 
Prices. This statement gives the prices in force as advertized in local papers, 
for a small number of cuts only. 


Statement V.—We have supplemented this statement by showing the in- 
crease in average hourly rates, and the percentage which this increase bears to 
the average hourly rate in force prior to the increase. This statement does not 
include the salaries of the various departmental foremen. A separate statement 
(V A) is submitted giving these in detail. 
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Statement V B.—This statement shows the various departmental wage rates 
in force prior to the increase in wages on 19th March, 1934, and the scale in 
force after that date with the number of employees receiving wages on the new 
basis. 

Statement V C.—This statement gives a summary of the data presented on 
Statement V B., also showing the total number of employees under wage rate 
classification. (The total figures of employees under each rate would indicate 
that the increase averages approximately 10 per cent). 


Statement VI.—On account of the fact that the records of the Company do 
not show an analysis of the weight of product sold we were unable to obtain 
the weight of the Pork Products sold. We have, therefore, taken the total pro- 
duction of those commodities as a basis of our comparison. The value of the 
sales was extracted from the Monthly Sales Recapitulations. The total value 
of Export Sales was obtained from the Summary of Export Sales to which the 
Export Account Sales were tested. 

The variance in the percentage of quantities and amount is accounted for 
by the fact that the sales value of Export Sales is the C.1.F. value and only the 
better cuts of hogs are shipped to the Export Markets. 

Statement VII—This statement gives a monthly comparison between the 
high price paid for Hogs and the high price for A.C. Hams in Great Britain for 
the period from November, 1932, to March, 1938, inclusive. The high price 
yeceived for Hogs was obtained by a check of the purchase invoices for the 
period. We were unable to obtain the invoices for December, 1982. 

The high prices for A.C. Hams were obtained from the confirmations of 
cabled Sales Reports from the Company’s Liverpool agents. The exchange rate 
was taken at the date the sale was cabled. You will note that only the sales for 
the month of May, 1933, were affected by the Stabilization rate put into effect 
by the Dominion Government. 

We have also given the percentage of the spread between the Live Cost of 
the Hogs and the Selling Price of the Hams, using the Live Cost as a basis. 

Statement VIII.—In our comments regarding the Hog differential costs, we 
quoted certain figures supporting the Company’s explanation of the widening 
of the spreads. We have, therefore, prepared statements for the months of Sep- 
tember and December, 1933, and March, 1934, to show how these figures were 
ascertained. The costs shown are a summary of the Company’s Weekly Pork 
Cost statements. You will note that the Company do not include Casings and 
Blood as By-Products. We were advised that these were excluded on account 
of small value of the utiprocessed casings in comparison to the processing cost 
and the impossibility of segregating the value of the blood as obtained from the 
various kinds of animals. 

With reference to our examination of the financial records with particular 
regard to the refinancing of the Company in the year 1928, we have the fol- 
lowing remarks to offer: 

An appraisal of the assets of the Company was made early in 1928 by the 
Canadian Appraisal Company Limited and the report received was dated 24th 
March, 1928. These valuations were used as a basis for the sale of the Com- 
pany by Mr. P. Burns through the Dominion Securities Corporation Ltd. to 
Burns and Company Ltd. A portion of the Assets were retained by Mr. P. 
Burns and certain Liabilities were assumed by him. We attach Statement IX 
which is a condensed Balance Sheet as at 31st December, 1927, showing the 
apportionment between Mr. P. Burns and Burns and Company Limited. 

From these figures it will be seen that the net book value of P. Burns and 
Company amounted to $13,651,379.07 and net value of assets taken over and 
liabilities assumed by Mr. P. Burns was $3,406,673.27, leaving the net book 
value of the Assets and Liabilities taken over by Messrs. Burns and Company 
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Ltd. $10,244,705.80. To this amount was added the appreciation in value of 
the Assets as shown by the appraisal, amounting to $6,577,866.83 less General 
Reserve available for depreciation $1,592,858.90, net $4,985,007.93. 

We submit the following figures showing the disposition of this increase:— 


ae Price of 50,000 Common shares in P. Burns & Co., Ltd........... 0... c cece eee ceeee $ 9,671,001 35 
educt— 
Par Value of 50,300 Common shares in P. Burns & Co., Limited......... $ 5,000,000 00 
Dividend of 15% on Common stock of P. Burns & Co., Limited......... 750,000 00 
Surplus Account after deducting? Dividend .4) 7.02) akudi weve eo eacaeter 916,679 07 
Liabilities on Ranch Real Estate assumed by Mr. P. Burns............. 632,164 04 
————_—— 7,298,843 11 
$ 2,372,158 24 
Diseountion Bonds (Pi Burd ks CoxsLtd) awritteh off |...) CR Se ee. ee ee 345,356 48 
Commission on Preferred Shares (P. Burns & Co., Ltd.) written off......... 9 ....ee eee. 218,166 26 
DUnOry AGCCOUMGE WEIGUOUION «cree ook ta che ve cna « Ran cue he Cone ee 436,477 26 
Premiums on redemption of old issues of Bonds and Preferred shares................0ee00 314,670 21 
Adjustiiente Hay.and:G rainatiRanchescuccnmercste: aahh: merece eiearors aia ten eee 51,051 00 
Adjustment-of Value of Fixed Assets disposed Of—net.....b.. a: aecor+:cc) sec vee an ate 18,756 31 
Cattied forward. aera tt a el. ee re ee $ 3,756,635 76 
New Financing— 
Discount on New Issue of Bonds and Preferred Shares..............ccccevcesccevccees 1,000,000 00 
Proportion ol ixpenses payable by. burns 6 Co. mlitdsstes tc een cic Cha ae ak 75,029 96 
Adjustment re Bond Interest and Dividend on Preferred Shares..............2eeeee0es 5,793 36 
Losses applicable to periods prior to December 31, 1927—net............. ccc cece cece eeeee 47,548 25 
Consideration for transfer of agreement between Mr. P. Burns and Dominion Securities 
Corp., Ltd. (Paid by issue of 99,982 Common shares of Burns & Co., Ltd.)........... 100,000 00 — 


$ 4,985,007 93 


The new Company was financed by the sale of $7,000,000 First Mortgage 
55 per cent Twenty Year Sinking Fund Bonds due 1948, $6,900,000 6 per cent 
Cumulative Redeemable Preferred shares, $99,997 Common shares and $3 
Preferred Management shares, totalling $14,000,000. The sum of $12,900,018 
was received from the sale of the above bonds and shares. 

The total outstanding Funded Debt, Preferred and Common shares and 
Surplus of the Company before refinancing amounted to $13,651,379.07, and 
when the new Company was formed the Funded Debt and issued Capital totalled 
$14,000,000. The change of ownership, therefore, resulted in the reduction of the 
net book value of the assets and liabilities of the old Company by the amount 
taken over by Mr. P. Burns and an increase of $348,620.93 in the total Funded 
Debt and Capital Investment. 

On account of the time consumed in completing arrangements of the refi- 
nancing and as there was no definite cut-off in the records of the Company we 
found it impossible to completely reconcile the schedules submitted without 
going to the extent of analysing fully all accounts. Time did not permit us 
to do this and we have, therefore, confined our examination to statements pre- 
pared by the Company’s staff in conjunction with the Company’s audited 
reports and statements. The valuations as given on the Appraisal Report were 
checked to our statements. 

The refinancing of the Company resulted in increased Bond Interest and 
Preference Dividend Charges, details of which are as follows:— 


Annual 

P. Burns & Co., Ltd., Balance Sheet 31st December, 1927. Interest 
First Mortgage 63% Bonds (less redeemed)................... 000000 $ 3,078,500 00 $. 200,102 50 
7% Cumulative Preference shares (less redeemed).................. 3,906,200 00 273,434 00 
CATTICU NOrWward’s... <2 rane een me treats, val jek ares eee rae $ 473,536 50 

Burns & Co., Ltd.— 

Hirst Mortepoe. 59 7p. bONU8. <5 is pit. Set nen es en Pe Le we ee $ 7,000,000 00 $ 385,000 00 
6% Cumulative Proférénée shares.i25).20. Pi Is, Se 6,900,000 00 414,000 00 
$ 799,000 00 


Inerease: sais. Cressi ti turk ne. pasted eniiiiicent. bea BINS. & $ 325,463 50 


t 
: 


rn 
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The increased value placed upon the Fixed Assets in the books of the new 
Company would naturally involve an increase in the annual provision for depre- 
ciation, thus increasing the fixed charges. Owing to the fact that lower annual 
rates of depreciation have been used by the new Company than were adopted 
by the old Company, this expected increase has not been reflected in the annual 
financial statements of Messrs. Burns and Company. 

The following rates of depreciation were used in preparing the Company’s 
financial statement for its fiscal year ending 31st December, 1928:— 


Buildings: Per cent 
Calgary, Edmonton, Vancouver and Winnipeg Packing Houses..... 13 
Regina and Prince Albert Packing shal the, ocomecritats RRM | Re aR te einer 2 
Dither Pind Oe See eek BR cod cereale tae 3 

Plant and Equipment: 

Packing Houses-and Cold Storage.............:: ccc ne rit ces 21 
£5 ea BAI TRV ce See RS San ae geri oo Serene aren conte teen er 8 

Automobiles and Trucks: : 

Acquired at December 31, 192 FO dws HONE OEY, < Bg ee eet EN 25 
SeESOCU GH GAR ACICLONS 125. Fe. Reena seeps shes igh eee dae tee ya oat 123 


No depreciation was provided in respect of Additions to Buildings and Plant 
during the year ended December 31, 1928, which amounted to $480,934.60 net. 

We are advised that the Bondholders and Shareholders have recently 
approved a reorganization which will result in the cancellation of accrued Bond 
interest amounting to $774,457.30 and in a reduction of the Capital Stock by 
$4. 299,300. This amount will be distributed as follows:— 


Reduction in Book Value of: 


Investments in Subsidiary Companies... ir. . oF... 6. rere ee ee alee ts heats ee so ws $ 765,068 87 

Se ee ee nC ERAS? SOE ERE a CIE Co ei ee i aa abe ab gy c= 146,198 28 
Mtiitnatiga Or Diet Clb): oe ee ee pele ak Se ee er a peck om ope ees $ 1,109,826 97 
Tess Bond Interest Cancétled 30005 es ofp ree BAR cr ce dee es 774,457 30 

: ——_——— 335,369 67 

Ta tecaid in leserve for Depreciation... co. oct ee ee ow ce vole ed malas om elu g ope eet oe 2,516,634 07 

Bic cervodk (oF (On LINBOA Cesc enmary nore ees rr Eee I TTD be Wie Obes + vin vis ss ae 536,029 11 

Reduction in Stated Value of Capital Stock... 22-65 deen ee P ee ee eae ce Mer ere ene $ 4,299,300 00 


All of which is respectfully reported by, 


ERIG RICHARDSON & GRAVES, 
Chartered Accountants. 
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STATEMENT IA 
BURNS AND COMPANY LIMITE 
CALGARY PLAN? 


COMPARATIVE STATEMENT OF LIVE COSTS AS RECORDED ON PURCHASE RECORDS AND CHARGES TO PLANT 


As per 
purchase Charge Decrease 
record to plant 
per 100 lbs./per 100 lbs 
cts. $ Scts; $ cts 
Hogs— 
December 1933 5 46 Dae 0 03 
(Us 2 SR Cie Satay Se SA, IMR oo SRN 8 13 8 08 0 05 
Beef— 
Steers— 
September 1933 2 03 2 42 
December 1933 3 91 3 00 0 91 
LALLY LOSES 4.50) erode ee ees os ie nn, Sali 4 28 4 09 0 19 
Heifers— 
September 1933 2138 2 61 
December 1933 2 90. eb 0 18 
MAO AOA Se ee eee 4 Meee ee ee 8 4 10 4 11 
Cows— 
September 1933 1 47 1 68 
December 055... : os. mee eid: Maa as eee abe 1:14 1 45 
WATER TOA eee tah ee: bee Me Mee pap re 2 88 
Bulls— 
September 1933 We25 Por 
December 1933... 75.8. /. 22. coe ER Ric ieee MI, gale oa ee 1 38 
Marcy 1902: 30.3 See ea ho ee Ee See 1 00 1 61 
Veal— 
POPCOl ber a de. cols ee tt se eae 2 70 2 94 
Deceiver 1033... hoes Oe 2 62 2 95 
MAGCH. Sg cde aes boc cee eee wel 4 08 
Lambs— 
DEPLCMO DEE 100.2. ct heme eee 3 54 4 04 
PPSCCMIDELIISS fac ok eis i ee 4 68 4 72 
EATERS ES elk OME ee ee ne ae 6 33 6 43 
Sheep— 
PEPleMIPEn ese.) eee et, eke ee ee vr) 2°15 
Wedem ber 1932) ee ee a oe ee 2 07 2 25 
Match 1934 it A ee ee ae eee 3 74 3 46 0 28 


_ 
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STATEMENT II 
BURNS AND COMPANY LIMITED 
CALGARY PLANT 
HOG PURCHASE DIFFERENTIALS 


Basis— Bacon 


Month 


November 1933— 


Selects | Bacons | Butchers| Feeders Light r Sows Rough 


ets;} -$ - -ete:+-$ —- ets-}--$-. ets.+ $ $.....cts.).$i..2ets. 


+0 50 Basis —0 50 BAS A rere ere —1 75 
EGS TR x. es os toe SE ea UM Ey ces See —() 65 |. - =0) 654... repre. 
= (EGO Wee «ako cunts 3 —0 50 Sey weer aatyeion —1 00 
=F O50. Beaveannques —0 50 ES) 7g eee Ne Pe UMS aS oe cae c 
a: Ee Se ie Oe —0 50 ee) 0) Or Uneca tia sin Ss: —1 00 
—0 85 
SOE. hes —0 50 —0 75 = 065.1 © = OG ate 
SP BOs ote a patie —0 50 OTB A, cana ee ho 0) CBRE Sd. Steed ae —1 50 
POO PR cde ddow —0 50 —0 75 — O65. = OrOi leans beeen 
A GO 8 ..... sits: sant) Wi nae ed Geese —0 65 —1 00 
$0 GRR So b0taldsc ==) As tae rons —0O 65 —1 00 
= | 5 tO —0 50 —1 25 —1 00 —3 00 —3 50 
+0 56 f ..2.0. 4.- 0h Se ies Rar rata: tates Se ee —3 00 —3 50 
AOU) We Sia.aeey soe, hes —0 50 —— a2 Vike etsieee ters —2 5 
NEP Evis cute sas —0 50 —1 25 —1 00 —3 00 —3 50 
ee ce ee ee ee —0 50 a OS ohn ait aes —3 00 —3 50 
-+-@ 50°F... ..5.0¢-- —0 50 mile DO teetis oteaeeslc —2 50 
ay |) ee ee —0 50 eek OU te onto i. —3 00 
be BQ vesreast ats —0 50 —1 00 —0 75 —3 00 
4-0 68 Bi 2st ds —0 50 eg | epee ae —3 00 
Bo i Le a ee Be —0 50 mek Os ter eee Leeman —3 00 
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STATEMENT III 
BURNS AND COMPANY LIMITED 
CALGARY PLANT 


PURCHASE PRICES LIVESTOCK 


PSR RE I a a soe EE a 
a a a a SS SS SRE 


Roaders 
Shippers or Stockyards 
aa Truckers 
per 100 lbs. | per 100 lbs. | per 100 lbs. 
$ cts. $ cts. $ cts. 
1st September, 1933— 
Hogs Bacon och Be ee cab Ok es Sec he ren ek 6 70 6.10.) 2 APs 
MCODE WF, Boe ced Ee oe ows opedee niicanatee ste er. Jon ee ae oe 2 75 2 50 2 50 
eos Fae Ce ae Te so chested need RY Oe ©. ee ok 3 3 00 3 50 
Spo Bare EE OL A! be ene fe oe en ne ee | 2 00.5; aes 
eC ee a i eee a rn Cr) ine i) (i 2: BOA. sw okae eee 
22nd September, 1933— 
15 ola AS a ty ee Os eS, Se! 6 60 eye eee) ee 
6 40 
6 20 
Bi ha Cs LAT Cn oe A oe ne ten Semis Fe G30 1 akin Oe vhouec es ee 
RESIN Rea en OG See MS TE heh Ae St SOM Ga! 3 85 3 75 4.4005 dotalé 
CCI ae Mere POR ea oh, I RCH yi ba ls PG A ths Ava acceepaned MARU a Oks se 
FT CICrs Mae eters 140 stb Mehran ac aed on ee ae pa ete le GA Pee o> UN 
2nd March, 1934— 
ORS cee tee soe CE INERT oS chs GEKA ine shavacah Ue ER ce ee BE he dks 9.40 8 90 8 90 
9 45 
CHCODE Mes. SATS le diicdge dnod MOL os a Me WO a Ae. ee 2 
SIRT DST OTe ob colina Mk ety oat AMR birt oo Se ee BRoen ac decal cess dh, MAN dees 6 00 
DCCOTS. Kept . kee ee wavhaga Solid AM ie oO ee ee 4 25 : Pe 
Saves 
; 4 60 
ELOMOER Se EMER Ginna + Sonne cham aMndds ACME ae ee Pee OT eee a ag Parte: dr 
4 50 
28th March, 1934— 
rt a EO oranda emia Mala) wae eels asin atte RE a oR ee 7 70 615 7 40 
7 25 7 10 
7 20 
7 35 
7 45 
OCS REC eeh ae eRe ae Abn tae SAD Came he) Ue Le etn Mertens ter way E 4 00 
LE CVOUPT LAO: hc ey Terenas Se aan omy ae ee nee Rint abs MEN ME 6) ). fi © 258 Ih a by eee 6 50 
6 50 
Arce Git. Ag Aen ot ae ee eer, ARE ce 4 25 4 00 4 00 
8 ISH Uh ee Ko ee ee OP TARE oe cee Pay Dn ON eter nd MPa en aeety Mem Ce 


We are advised that a break in the price on the 28th March, 1934, necessitated the changing of the 
price on Truckers’ Hogs during the day. This is an unusual occurrence. 
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2402 SPECIAL COMMITTEE 


STATEMENT IVA 


BURNS AND COMPANY LIMITED 
CALGARY PLANT 


RETAIL PRICE TO CONSUMER 


2, ,, 


— September | December March 
1933 1933 1934 


te OL ee ee 
per lb. per lb. per lb. 
No. 1 Chain Store— cents cents cents 
DOR roe Oe LVR Eis oot cvs ufos ke oe Oe eee 5 5 10 
Eereie. Tabs, Tolle 4. LoS bs. Mote ey. Baek Mente MEN een 15 13 
GHigr SHOUe tear bakin cts ss okie ote. oe ae ed Vf 
Eilletersrpepecccessrrcr cere perrr creer reer eknerreieress 16 14 
Cn teow! 0c ane Oe een ae ee Oe Be Or reine tin ae | ~ 9 9 
MOINES SEM oe eee x ek ek eae te oe cal 6 6 
BNOALAGES 5 ahs stp. ce So PR ee ee 3 3 
LEAP TN etal Si ML 8 ce Ee Oe GORE pen eD Go mad > nN 17 19 23 
EIR aA eens a Ae Sea eRe Se Ee ae ee 16 
SSIMOIRLOR Bec lot sks tue dea Miehy el er ee aia. 8 9 13 
worker] OnUdoOins ny t.0t'./ teh Setee, Wh tig oF a oe, ee EGS bids. cabot 25 
bank, Paton-— even. >. 06) Fou Mest ee eee ve eee 15 
Coed Pari Sicad Wi chs tet were ae 32 
No. 2 Chain Store— 
Bepisebtimoaetan:. mies. . 5805 e315 POP Os veda bee ee oe 14 
PSL FOUPMAELRRES Ponca sce 8 As acta, hie cet Silden, 14 
Topas FMS es ibe Sate oh aid 2 1, 12 
MGR ek ORS UC air ee kat fey gether ask eek eee! hrc a ates 8 8 
GWTIED Epica ects Mets. Selb 8 eR Be 12 12 
ep tearlee betes ore errs erie te ere rer ee er eannenenes 16 
PRINS FA GM ene cers we ew ed ey ae 16 
POOURM era: 5 tc has eesti) eek a 8 
Ree Gane. eo ee ee ee OP aa le Oe ee 14 12 
Back Baron Shced: = es oe es ree 21 23 
Sacked Ham-——slieed 22.08 oc heh ol ee ee 35 
Aa RE CE Sek Se ae Ie PCI Oe We OPEN 14 
ae he aE A ER Le SOO, 8k al Be Hoe!) > See 


These prices obtained from advertisements in Calgary papers. 


PRICE SPREADS AND MASS BUYING 2403 
STATEMENT V 
BURNS AND COMPANY LIMITED 
CALGARY PLANT 
SCHEDULE OF PLANT WAGES 
ee —————————ee————————————oewenw"qe®eosqQqqQqqn06S00 TTC = 
Before Increase— After Increase— Increase | Increase 
Hourly Rates Week ending Feb. 17, 1934 Week ending Mar. 24, 1934 per hour |percentage 
High Low Average High Low Average 
cents cents cents cents cents cents cents Wi 
Department 
ea. ine ces Boe toe woe cise Be 53% 25 354 59 25 394 4 11-26 
toweh Tallow. .).f). Ge. 0-0 essa: 38 25 28 38 25 294 1} 4-46 
MMOSIB OS. 0. oe ovis Siig AWSo 5 ose os as $24.70 $24-70 334 | $27.20 $27.20 35% 13 5-22 
482 25 42 25 
PIOEETIZOR sa. Sic ltcdr snc te sase eae 433 25 293 484 2S 314 13 5-04 
PPARU Cc made he MN Melo ole a Sie es Be 38 25 283 383 29 304 14 Hora 
Beare ooler)...... dhs Bios eee ec ete 40 25 323 44 33 373 5 15-26 
PoslaCutting: .)2.dbciiiiies sed, - il. 423 25 31 47 25 344 34 11-29 
‘ST aes 6. OR eens & 344 25 293 38 30 34 44 14-28 
as DAS ene ee of eee: 364 25 282 36 25 30 1} 4-35 
[2 nieve ee Se. Bibra tebe: Ca RI ari { 24-70 23-75 35% 27.20 26.15 374* 24 6-43 
364 26% 40 29 
Gentral Shippingee ly. tie. 3. . es 6.6 te 38 26% 334 473 29 383 5t 15-29 
” 7 es 7a) oe nnn ost UA S| Speer 20.00 20.00 32 22.00 22.00 364 43 14-06 
4 25 44 30 
EAGT ROOM s.05 452 AME oisernic wise 24.70 24.70 304 27.20 27.20 323 21 7-05 
323 264 36 29 
Si ae oP epee Pees © 423 30 374 42 42 42 44 12-00 
ME GGILATS seeds cee chai: Dee ws oo agate 26 ne 20.90 31 7 23 ve 344 3t 10-08 
ricks and GaAraves 4c oy «+s esses 30 - 30 a 40 aaa 33 2 44 4 10-00 
2 
Engineers and Firemen............. 30.00 27.21 48 33.00 29.95 493 13 3-12 
493 25 543 30 
Carpenters and Mechanics.......... 642 30 47 713 33 52 5 10-63 
Stablese Se aactenen Nah sina 5 Nealon Slave { 19.00 15.00 313 20.90 16.50 35 33 12-04 
38 38 42 42 
LOCK VAT Sree seine wiers clave e922 35.00 15.00 39% 38.50 16.50 41 13 3-79 
(GUYS ear SRG onn ooo aeascs { 32.89 32.89 344 36.20 36.20 383 44 13-13 
424 264 47 29 
RCO MOTOATI EE. comit ccs at tins sie ais teers 38 38 38 42 42 393 13 4-60 
Se 19.80 19.80 
MIA VOT Sali, cium dacs ae ee wate tae we 38 25 274 42 29 303 34 12-90 
Ree ce ena nicsat eats on 264 25 26 30 29 294 31 12-02 
A be rec pen wn penne gente et Rt ela ET 423 344 383 473 38 41 23 5-48 
SLOTOS Seas sete cee creas SE mies = Pel 27 27 30 30 30 3 11-11 
SAok Room. toi Backes. 27 2 27 30 0 30 3 11-11 
Watchmen and Janitors............ 19 a a 293 20.90 20 rs 34% 43 16-10 
0 
[S00 ee EINECS Oa: CORES ARIS S aiece Soon 17.48 14.96 343 19.25 16.50 38% 33 10-86 
344 344 38 38 


High and Low Weekly Rates are also given. 
* Feb. 17, G. Grimson, 47 hrs. at 20, old retainer, not included in calculations. 
Mar. 24, G. Grimson, 31 hrs. at 225 yi de 


2404 SPECIAL COMMITTEE 


STATEMENT VA 


BURNS AND COMPANY LIMITED 
CALGARY PLANT 


SCHEDULE OF PLANT FOREMEN’S WAGES 


pS eee 
—_—_—_—_—_—eFern—n— ee (a 


Before After 

Increase Increase 

— Week of Week of 
February March 


17th 1934 24th 1934 


AOS See Cee eee Cee nee: SE SS 28 sees, econ Le We FL YP a ei eee) pe 
. Weekly Rate | Weekly Rate 


eit hy an. i ee | Sree, . ai a eee |.) RENE ) $ 39 75 |$ 43 75 
PATIL OP SOU BOAO PANINI Ne cates Boshi Wetesois cd Sec ee ee 30 40 33 45 | 
TI OCIERD Sn eM EEN ca. s.5 ORR ware ict not cake on cic de ee ea 37°32 41 05 
Ey DMIs bE Ri iccadins ic BBs is cant Mc ete oh RR ite aM ten ee ae 40 50 44 55 
AS ADTRAN EU hte. asic be MB cine Roce ccc ER hol he A ce ce 32 30 35 55 
MON, F Le. RAEN. C1 ciosccs isons ind ets hac BG occcds MR SD 37 00 40 70 
SHEE GU Ea eR AEO RE orcchodvottes cha state vwrensh adi asichhe wo Ee eo 40 50 44 55 
EUV Cit 9 Can Re ea Ae i Dee I eR SS Re 30 40 83 45 
CS BeliCk FR Ie Sete ain. Fin eetn Ros eG RMS oc tees chow Aces Le hk ee 32 89 36 20 
CIS. Wess As EON. cad R cotta: kerr: ie Bem. eee ee 37 00 40 70 
NEEC OLS RRB a A Mb, AEE eee ee Oe 26 60 29 30 
NIUSTAY, J FRULe RO ele OES, OR. BBs, 2 Oe Ta Se 30 40 33 45 
Sugith, Ee tesa ern ee Ao oh i ae Ee Oe ae 28 50 31 35 
WWOLEZOL DS vas suc hits cant eae ee ce ho eee es dees et 30 40 33 45 
PV ESIC ORCC AOE GaN, Bice sw ots A ae hows Midaatad'c Cecd, Mec xd ee ode 32 00 35 20 
$ 505 96 |$ 556 70 


eee 


Increase approximately 10%. - 


STATEMENT VB 


BURNS AND COMPANY LIMITED 


CALGARY PLant 


_eCN0—0owjaqyoOmeuauqouquqQqQqQquuueEeeeeeeeeee eo 


Week ended Feb. 17, 1934! Week ended Mar. 24, 1934 


Department No. of Rate per No. of 
Employees Hour Employees 
Mia se ok eR Oe Cha, SA Seki AG ae ee at ined s SZ, SER Se 
cts. 

BOM oo ose e divin soe Sas oo ois Lac ca IR ae beeen 9 25 1 
1 380 4 
2 304 1 
1 364 1 
2 40 1 
1 413 il 
2 42 1 
1 464 1 
4 59 3 
1 33 1 
24 15 
Rough Tallow and Casings...........0-.0.0cccceeecce 13 25 7 
1 30 6 
i 33 1 
4 34 1 
iI 36 1 
1 38 1 
iz, 42 1 
1 $27 20 1 
24 19 


PRICE SPREADS AND MASS BUYING 2405 


BURNS AND COMPANY LIMITED—Continued 
CaLGary PLrant—Continued 
SCHEDULE OF PLANT WAGE RATES BY DEPARTMENTS—Continued 


Department 


Rate per No. of Rate per No. of 
Hour Employees Hour Employees 
Rea tions se paren ee 
cts. cts. 
ONC Ole Ge, Cae aeaga: Sie: GR Se aL eek) See eae Ieee 25 vg 25 8 
304 5 30 3 
344 1 34 3 
38 1 38 1 
433 1 40 1 
BOR shee tee AB teat oe eet 42 1 
483 1 
15 iy 
Sausage and Boiled Hams................4. tere! yo 25 1 29 7 
26% i 30 4 
Pag 2 383 1 
35 1 $27 69 1 
38 Tie Woe Nie. eee Wee ote wen teeret 
$19 08 Bees tek oe Sad ins ae RNs cael sa Sec eres 
13 13 
I) oo RAMEE Sreeriorre srs: Cee ee ke ee wee 25 1 33 . 
30 1 34 1 
304 1 36 1 
323 ‘i 42 1 
38 1 44 1 
40 | ids Oe PN Fak ecient 
6 D 
Pei Cute CAMs. ocd b se ep here de CUM oa sis ee bas 25 18 25 3 
27% 1 30 12 
30 4 e 33 4 
303 3 34 3 
314 1 36 3 
324 3 38 3 
344 3 40 1 
36+ 2 42 6 
38 i 44 1 
40 1 47 ri 
424 (ERA es Pe ke 
42 37 
(ES See od SG Soe es SE a eee ih ee eens wee 25 1 30 1 
344 1 38 1 
2 We 
ed ee Ae; i a Re de be ds BARON wae 25 3 25 1 
26% 1 29 1 
324 1 30 2 
364 1 36 1 
6 5 
LoS A tes) ree nti olG | aR IOR RE. TO: OS BOND O Ohtar ic. dic Dkotoionrs of 3g 20% if 223 1 
) 26% 1 29 1 
27 1 30 1 
364 1 40 1 
$23.75 1 $26 00 1 
24 70 1 27 00 1 
6 6 


2406 SPECIAL COMMITTEE 


BURNS AND COMPANY LIMITED—Continued 
CaLtGarRy PLant—Continued 


SCHEDULE OF PLANT WAGE RATES BY DEPARTMENTS—Continued 


Department Rate per No. of 


cts. 
ASEMCEAA DIED DINE 63 os s'est a sae, Ce ae : 
1 
2 
5 
PROOMOP ret hes 335 0d eer per Peseta feck AS. 4 
2 
2 
7s 
1 
1 
$20 00 1 
3 
FERRO ae oa ch ee eieemecet, ass. ikea: 6 
1 
1 
$24 70 ik 
8) 
DURDDING CRA oe Ba eae Sie, ae 1 
3 
i 
5 
Berka CONN 6 E's 2 holes ghee ay ee ee Amen alate 11 
2 
1 
1 
6 
. 
$20 90 1 
25 60 1 
EPacks and Srarage: so AC OS re Oh RRB a 
$30 40 
PUMEINCOPS, Ce AGG RG te oe aC ae ee a 


$29 
28 5 
30 


Carpenters and Millwrights.......................... 


No. of 
Employees 


Rate per 
Hour 


cts. 
29 
33 
38 
42 
473 


— 
=| _ SEES eee! a Looe Sell ell 


$22 00 


| 


Go (ven) fad ek et 


42 


#1 \8) 0118 [er ie) eNO Wi eke ON ct oo el #8, Lelie we Nee 


oo 


| 


$23 90 
29 30 


are 


| 
| 


bo 
m CO |] or 


$33 45 


| 


$29 95 
31 35 
33 00 


hee CO eee CODD |] CO 


14 


CS ee CCE CN | We I eA Fie 


eo tal 
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BURNS AND COMPANY LIMITED—Concluded 
CaLGary Prant—Concluded 
SCHEDULE OF PLANT WAGE RATES BY DEPARTMENTS—Concluded 


Department No. of Rate per No. of 
Employees Hour Employees 
cts. 
SE se PE ie ARs niin ghaigby cath ping mining gene ag 42 2 
10 $16 50 8 
18 05 1 
12 19 80 11 
20 90 1 
ap 23 
Prpekvards.. 2. iG cccr ete eee eae ee ees : $16 50 4 
ier es: 1 
24 15 a 
27 50 2; 
38 50 1 
9 
SS ee ere page © ee Ate aS ££. 5 29 5 
; 1 38 i 
1 47 1 
1 $36 20 1 
8 8 
SEM ROR) ot te Sada halt bch DEG akiole de his Peek ee 0 42 1 
ee fe $19 80 1 
i ‘ 2 
enn Seal wee tae ee et ee eer eee 29 8 
30 4 
34 3 
38 1 
42 2 
18 18 
I i TEE hp eee ee ee ee eee tk cies 29 3 
30 1 
4 
Pe ee ae ee ee eee ee 38 1 
473 1 
2 
PATA 5 Vc cs, ee ee Te IEE LE 30 ft 
1 
a Oe a tars hens Cee ee 30 1 
1 
MPa iiAli as Mechta tt dns ds doctsjd gets Oe de dager we a te 30 1 
38 1 
$20 90 2 
4 
Ta E HS a 2H Bae An Pe Sis of wet a Guede eta ate Wess Ge a 38 2 
$ 8 25 1 
19 25 1 
4 
Tope) KIMDIOVCCS..64. setts ee a sence eens 307 282 
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2410 SPECIAL COMMITTEE 


STATEMENT VI 
BURNS AND COMPANY LIMITED 


CALGARY PLANT 


COMPARATIVE STATEMENT OF Export AND Domestic Sates To Toran Sates or PorK Propucts FOR | 
YEAR ENDED DecEeMBER 31, 1933 


_- Quantity | Percentage | Amount | Percentage 


Bs en ee ee a oe 

Pomestic Saled.. .n,/-.¥ seaeeseeotey See ee ae cas 14,748, 907 72-08 {1,368,487 38 66:61 | 
Rxporieo alent. tice dee ae es Sok eee rea ee otis 5,713,425 27-92 691,499 50 33°39 
REAL patient h. an et aoe etn ce ne te eee ae ~ 20, 462, 332 100-00 |2,069,986 88 100-00 


STATEMENT VII 
BURNS AND COMPANY LIMITED 
CALGARY PLANT 


BAcoN SALES—EXPORT—HIGHEST PRICE OBTAINED IN WAREHOUSE—LIVERPOOL 


High Price 
Paid Percentage 
Exchange| Price Price for Hogs Spread of Spread 
Date Cut Price Rate per per during over Price| to Hog 
cwt. 100 Ibs. month— of Hogs Purchase 
basis Prices 
bacon hogs 
ose 
per cwt $e $e Sie $c % 
No. 112 
1932— November 25........ A.C. Ham 67/ 3-734 12512 ie) 3 25 7 92 243-3 
December 2......... Y 67/ 3-73% 12 50 be ie er eas to See ~ Seared (ci she 4 ete 
19338—January 17.3......... x 60/ 3-794 11 385 10 16 3 20 6 96 217-5 
February 28......... “f 58/ 4-052 11 767 10 50 3 15 a 35 233-3 
March 28 otitis 3 “ 75/ 4-073 15 277 13 64 5 90 7 74 131-1 
ApPrMy ois cab couccerioene gs 76/ 4-37 16 606 14 83 5 60 9 23 164-8 
May’ 30) sock segihie .2 sf 79/ *4-60 18 17 16 22 5 70 10 52 184-5 
JUNG ZI oe b.k eee ae 84/ 4-642 19 498 17 40 5 80 11 60 200 
ART) Aig bi Uapinae ARIE gt bi ieee 7 84/ 4-944 20 768 18 54 5 85 12 69 216-9 
August 29. . beer sf 82/ 4-754 19 495 17 40 6 50 10 90 167-6 
September 5......... . 82/ 4-763 19 536 17 44 6 70 10 74 160-3 
Optober Is bu. kes ey 74/ 4-664 17 26 15 41 5 65 9 76 172-7 
November 28........ 80/ 5-07 20 28 18 10 6 30 11 80 187-3 
December 5 a 80/ 5-003 20-02 17 87 6 40 11 47 179-2 
1934—January ¥ 90/ 5-012 22 579 20 16 9 15 11 01 120-3 
February 27......... ss 98/ 5-073 24 86 22 19 9 45 12 74 135-8 
Marchi29:. 4s eee sf 96/ 5-094 24 356 21 74 9 45 12 29 130 


* Stabilization rate. 


: 
: 
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SraTEMENT VIII 


BURNS AND COMPANY LIMITED 
CALGARY PLANT 


Montuiy Pork Costs—S£EPTEMBER, 1933 
ee 
ee 


Quantity Class Weight Price Value 

$ cts. $ cts. 

Be ROMO ORIN wo. D cap eie oncnery ings oid a0 SL, DASE Sw. ees 8 ne Lt eo oe 1, 063, 642 
; 8 94 95,056 48 
RANI VEREIINED ee ete a2 So Scene cites earn ccitot Grease ommeceonceselere an 114, 620 5 09 5,832 03 
PRIMARIES UE) URI TROT Gc ot Sitco netas- clea aotte: Set ajc aon ope tee ov oceeala arava Fars | |) beatles be og A eo 
BE ee SN ag obec a itieisueinsnvesgiecs nbn ttce oho eibinnara-aow setae 5, 937 5 32 315 78 
b VPIEIOR EE CUAOOER... 2 dad thc cat ects taestt dew cinee wep ne 658 12 65 83 23 
PAGE a EC IME ATINOUGD 5 obs us ft Sacetne g sen toe amines eee eens 210 8 54 17 93 
8, 9233 1,187, 50% 101,305 45 
ERGY WOE, cote ee ot sci sb ws rated SER es ee FUSS Sin eis 2,095 8 55 179 12 
1,185, 482 101,126 33 
RPT AES COATROR teint work eG feta Fa Reena wih e sea osn ane alee tees asus 1 00 11,854 82 
8, 9063 112,981 15 
Mtr clcots Sold sO RIDNOTS. oi acins wees s ne ce ee ale aaa gn tee os Boeles 8-16 4,500 21 
8,488 1, 180, 359 108,480 94 
SCR en Sere e ieee kcal wikis a inibnd baci die whe patents 8,335 10 04 836 59 
107, 644 35 
Meee Al ail LAT Soe ee ic ie so ka Ses od nine Saree wo LE 0 macnn Mae Lea clea 14,950 884 


1, 122,024 $ 92,693 463 


8, 533 
en ET 


6. tL 2 ee ee ee 
——————————— SSS 


Distribution ‘ Average 
Weight Value Price 
(mole D2 et eels il GIRS Sed i Se Renin coieeiaee ares: IE SEemrunenears 
$ cts. $ cts. 
Mrmr mise tb Pe. TG. vckb es ore peeceeeber een cher reeeee 130,011 | 12,452 32 |. 9 58 
ON STOR) bgp oese, Were Ea eae | 2 Saale AR Pn A ee Sr 70, 024 1,348 70 1 93 
Serie dries ee mew Ot.) LO. PUR 3051 ki cb ba cae eceospeereeertre? 40,613 994 97 2 45 
RES SES 9S, RE DRS HS ns |e a ae ae re aE En 112,706 11,239 54 9 97 
Me MeCStIG LOM CTEOAL £ PMD DUG So dicen od ews eee cams s swore 550, 525 66,653 88 12°11 
903,869 | 92,689 41 10 25 
TO LEY 22 BS 0 a Al oe Pe Baie aa ar er anes rea 213,551 |————_- 
1,117,420 
By-Products— 
Cutting Isera@obdee..1 ORE. RES... dei becosecccessorseerseeerere 213: 5a) 9,584 98 4 49 
eet ee tN OE ae yen CR A ERY 4 for hte ele Seed oe ads paieneaaG 425 80 1 56 
Fie RUG Sal 1 cae she Bevis eh vce sii s a senses cree 131, 260 4,855 78 3 70 
Care See TR ae 8 Fe aE w NE Ae NOE Site mis ee Boe ork aco sieipos. a e's 84 324 
14,950 884 
Se ee 


Casings and Blood are not included in the above costs. 
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0412 SPECIAL COMMITTEE 


STATEMENT VIII 


BURNS AND COMPANY LIMITED 


CALGARY PLANT 


MONTHLY PORK COSTS—DECEMBER 1933 


6qIa06eéeée—qc‘“u—°”S—lleeeeeeeeeeeeeeeeeeeweeeo eee 


Quantity Class Weight Price 
$ 

Be Oae OIE tE SI tk ay hence BELA EC ee te ee 1,921,043 8 14 
Gus Wa ct: Se RE we Be ee pt aed Sue | ee eee 136, 165 4 65 

Sluippers Adyassmoent...4::..2500.. 0 ee ee 3,730 
UO: |MPLRDDIOS, 3 Ree BO cE ot tt ck een ee 43,420 5 48 
Deimesall Shgopers.|. 4. oo el ee 1, 662 11 00 
MOMRSIOLY DUNDES ie cs ee ee eee 216 13 00 
Backeof Shippers wncche le. cs ee * 65 0 13 

15,821 | 2,076, 635 
BU Melv Over. Sick eae oon Oe an ee ee 856 8 88 

2,075,779 
Gpetating charged. ...c. co este uaa: MARTA. 0 eee 1 00 

15, 8143] . ’ 

6413|Selects sold as Shippers.................. Sy eee eee 84, 646 7 61 
15,173 1, 991, 133 8 93 
BOC MCOUGCINTOUE Jon yg) Hae em me OO ce tr a ee ene , 938 9 15 
AZIM ANE ifs BE EC 53 RRR Reape Z rn tcr ab Meester EAST Ann Rh eM l iS 

15, 118 1,983,195 


Value 
$ cts. 


156,348 32 
6,327 70 


ee ey 


163, 647 82 


76 01 


163,571 81 


20,757 79 


184,329 60 


6,445 52 


177,884 08 


726 64 


177,157 44 


23,802 55 


153,354 89 


- = a ee) 
SSSSSa99aaspapao0t—— OOOO 


Distribution . Weight Value 
me t= =) Lk Se A SW OL: 5,5 NESS OW ere ace Oe 
$ cts. 
od KC SC Cee, Se | i in ae Oe > oe ey Ca a” Sd ae 178, 211 155321) 7A 
PROV UOMON Al. estes Sa ih chasse od ss Mk se. 141, 235 2,955 96 
Pork ‘Triminingseces 11 SIG. 0GL fF 7. ey ade Ris vs ices vee 65, 804 1,591 23 
Export Meate!: Seek. Po ie Seeverssgy Per ahhured des 316,773 | 32,683 47 
Domestic Pork Cuts, ;..). 628.0%... .f, TREE TE CO See re eee 893,963 | 100,820 91 
7 7 1,595,986 | 153,373 28 
COR CHR iers worn ern erties Mat goth Re a AOR ha 393,507 |————__—_ 
1,989, 493 
By-Products— 
CuttingpLard Fats: reerrreet. eb SR 393,507 | 15,507 43 
ORS sos sisath ca reece A, SS | RE 42,1694 650 56 
Killing Lard Fats........... Bs 610s staan BPRS ENE eu hi METER Ove kasede ever OANE acandearenerd 232, 580 7,493 38 
Greases. Ue Mae od, Melia. cola ebraaes She bet 6 thee re uh wings sents 151 18 
23,802 55 


Average 


price 


$ cts. 


— ee 


Casings and Blood are not included in the above costs. 
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CALGARY PLANT 


PRICE SPREADS AND MASS BUYING 


BURNS AND COMPANY LIMITED 


MONTHLY PORK COSTS—MARCH 1934 


2413 


Value 
$ cts. 


212,330 35 
6,535 60 


1,324 38 
274 74 
7 99 

133 95 
42 91 
88 84 


220,738 76 


Quantity Class Weight Price 
$ cts 
Ty SIOCES erat ae Lee Peete en eye gey need ainn es be ae 1, 758, 538 12 07 
BRL LOR TIS GR. io tee Wrntadhs) os Se RIAL SES A PE oe eee). 84,035 ae 
SHinpers AO UStIN@NG.. a cab ie. pas Gennes? as 3,891 
PON TI CR ee ON es are ne a afe e tha Se enw oF cele: Sees « 14, 374 9 21 
Beies arms hipperbtns tA. Jilin. dev. bests «4 decom? Bee: 15527. 17 99 
Backs off Shippers... o2 000 ss. je oe: Po PRAM oie Ss sheet ha 47 17 00 
TLRS OR POEs See ee E , . Beh re aod I: 846 15 83 
Long off iShippersies. feet os eth ec na pas dd a tel 262 16 37 
 lFroit previous MONCH fhe oe. nee eae te eel re as 693 12 82 
coon 1,864, 213 
vig Ws 0) 0c rod) nape Oo ae a ee a eo 205 10 62 
13, 7503 1,864, 008 
OF eratine aloes tere cr ork es os Os Hide win ooh ne es frbienceueeeas 1 00 
4891/Selects sold as Shippers..............ceeeeeeeeeeereceeees 60, 422 1027 
13, 261 1,803, 586 
| UP id Ce ee ba ey ee Ocean nearer ree 13,020 | 13 29 
| Tes@Otniand Latd’s 2 \Oaee . hicsanslccweraals 0 dese sit to SEA FO) BARAT ED. 2h 
13,170 1, 790, 566 


221 77 


220,716 99 


18,640 08 


239,357 07 


6,809 91 


232,547 16 


1,729 73 


230,817 43 


19,083 963 


211,733 463 


SssmnrsnrsrnTEEL (EIT a 
Seen eee 


; Distribution Weight 
nee ge — 
| SPAT COU et cree ene eh tbe cee esas se see ee ee 115,121 
| oo PEE a 0, ee Oe Ce Ses rere rs erie 132, 623 
ee IROS.-; fos cs cdl cs cc ho ee ss epic ewes eso to Bag ge wages 63, 182 
PORUOEE GALS hy ee cis Got aw anes poopie ad ness eee em eee a aie 513,945 
ik is Oa 1A 8 tates cha snares onda setovsiloinivns mith oreoninneadilins ot seneraceobelahhid 663, 943 
1,488, 814 
Cutting sLard tx i9i0'N. 2ealh). 28 -possowa od. {25 - Ogee +) + ETE 300, 013 
1,788,827 
By-Products— 
Cutting*Lard Fats: .22)i). 2 SIRS, SOM . asses, Loe. 300,013 
py PTE 9 Le eS CE eR ae RE LET Nae ag | SEEMS ne, He ra 44,0504 
PG up ag Bie ge Rn et melebetee eile: apelin eyttararatiey ante Yas anc ial ere 207 , 385 
Credde O82! JRL. BIOTHFIGOA. NUBRESIIC. SOULe. .GOPet6GIG  . 


Value 


S Cts: 


14,847 58 
4,069 63 
3,871 86 
75,095 82 
113,844 37 


211,729 26 


11,528 42 
774 03 
6,649 83 
131 683 


19,083 963 


Average 
Price 


$ cts. 


a fo je's 9 cLe 6 9 [ers 16 


Te 


Casings and Blood are not included in the above costs. 
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9414 SPECIAL COMMITTEE 


STATEMENT [X 
BURNS AND COMPANY LIMITED 
CALGARY PLANT 


CONDENSED BALANCE SHEET—P. BURNS AND COMPANY LIMITED SHOWING DISTRIBUTION OF ASSETS AND 
LIABILITIES 


eee — — eee = = i 


Per Balance 


Assets eet Sold to Sold to 
Dec. 31st 1927} Mr. Burns Burns & Co. 
Ltd. 
$ ets. $ ~=ets. $ cts. 


8,599,080 34) 1,014,231 03] 7,584,849 31 
587,501 90 587,501 90 
30,319 93) aaditm ite Bye as 30,319 93 
877,730 73 255,030 26 622,700 47 


CyB @ (Sa) 1S ORG) 10.6 a bs Pete" eee 4 he V6 |S, ele ce oe gle ee, a eae er a. oie 


Riera © © 6 16 <6 iu ial sow 


Varcdiehmecte 5.00: .. |. Shewiecderebiot, ee $ 9,865,177 36 


css Depreciation 66.500 cc cee ws 3,177,767 93} 6,687,409 43] 2,182,074 12] 4,505,335 31 
TNO CTR ORE: AUR sh a ee a ne G17 ADEE ee 617,424 57 
POtALCASSORSMRI ROR, oho be cis oiccias dcmarelsd ds wa dineedar 17,399,466 90} 4,038,837 31] 13,360,629 59 
Per Balance Assumed by 

Liabilities 


Sheet Assumed by | Burns & Co. 
Dec. 31st 1927} Mr. Burns Ltd. 


—_—_———— eee 


cts. $ cts. ct 


$ $ 8. 
Car EIR IGEN ALI GIR, HEE Pe cic dy oonsddeatero sac od a Pome saline 2,972,365 66 100,000 00} 2,872,365 66 


Mortgages and Agreements for Sale......................... 762,074 73 532,164 04 229,910 69 
Sundry. Reserves...... bewserewreses MORSE fence ee Reta hn Soe oe LS OA MRAE ROT Cc ee 13,647 44 
WOGai Eta DMLLGIOR. cel a AS eer ee oe eres 3,748,087 83 632,164 04) 3,115,923 79 

PE CLT tc ah hatte eit ns tasted decent ndesesahonadaedhehe BOF Se BOQ OO) decane te nctepoes 3,078,500 00 
Capital Stock—Paid up—Preferred.......................... 3,900,200 OOl~ tee 3,906,200 00 
Onimionna tees. 6 Lb kk ae Se 5,000,000: 004. ....... Valve. 5,000,000 00 

ORE eR SOR Oe. ey or aa tee ee ed Daca aie i La a iy Ree, ee ee ea 1,666,679 07 


13,051,010 001.05 Baoan ee oe 13,651,379 07 
17,399,466 90 632,164 04) 16,767,302 86 


ee eo 


10, 244,705 80 


Mr. Factor: I don’t know what it means, I am sure. I received a number 
of complaints particularly from Toronto in reference to these preference shares. 
I don’t know whether our committee has jurisdiction to deal with that or not. 


The CuHatrMAN: There is no reason why we should not question Mr. Burns 
when he comes here regarding anything which appears in this statement. 

Mr. Factor: I think it would be well to subpoena somebody from the 
Dominion Securities Corporation, which originally underwrote that issue and sold 
it. 

The CHarrMan: I do not see any reason why we should not. Of course, I 
do not think we should make it our objective to inquire into the financial set-up, 
a in so far as that affects operations of the company, it is quite within our 
rights. 

Mr. Kennepy (Peace River): It would seem as though the capital put in 
must have been put in with at least the intention of making it affect the price 
spreads, and in that way must have a-bearing. 

The CuarmrMANn: There is an important point, too; in a large concern, the 
effect which is shown upon the cost of the line of business. 
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Mr. Factor: You will remember when the motion for the bringing of this 
committee into being was discussed in the house, the Prime Minister did say we 
would have authority to investigate some of these. 

The Carman: Capital structures; quite so. There is no question about 
that. 

Mr. Factor: Although I am not anxious to waste any time of this committee, 
I do feel in this particular issue of the preference shares, having received so many 
complaints—and I suppose many members of this committee have also— 

Mr. Kennepy (Peace River): Yes. 

Mr. Factor: I feel that we should have some one here. 

The CuarrMaAN: Would vou like to summon some one? 

Mr. Factor: I would like to have the Dominion Securities Corporation 
appear hear to explain some of the pertinent facts. 

The CuairMAN: We will ask them to appear on Friday. It is now after 
5.30 and we have had a pretty strenuous day. We will adjourn until to-morrow 
morning at eleven o’clock. 


The committee adjourned at 5.35 p.m. to meet on Thursday, May 31, at 
11 a.m. 


2416 SPECIAL COMMITTEE 


APPENDIX No. 1 
AUDITORS’ MEMORANDUM RE CANADA Packers LimrrEp 


In the following paragraphs we submit certain information prepared from 
the certified accounts of the Company’s auditors, from the books and records of 
the Company and from information obtained by us from the management without 
independent confirmation of the accounts. 

The scope of our investigation, which is outlined in general terms in the 
Resolution of Parliament, may be divided into the following specific enquiries: 


(a) To ascertain the Net Income earned on the capital invested in the 
Company after eliminating extraneous charges or credits to operations, 
if any. | 

(b) To determine the spread between the price paid to the producer of live 
stock and the price received by the Packer from the sale of the various 
products manufactured from live stock. 

(c) To determine the dressed cost of hogs, beef and small stock purchased 
through (1) direct shipments (2) stockyards or markets, and (3) 
truckers, and the percentage which each of these classes bears to the 
total purchases. 

(d) To determine the hourly rates of wages paid by the Company, and to 
prepare a tabulation giving the number of employees paid at each of 
the different hourly rates. 


The accounts of Canada Packers Limited and its subsidiaries are main- 
tained at the Head Office in Toronto, at the plants in Toronto, Montreal, 
Winnipeg, Hull, Peterborough and Chicago, and at the other points where branch 
houses, creameries and other related businesses are located. The plants receive 
periodical reports from the branch houses, etc. under their control and the net 
results so reported are incorporated in the plant books. The plants in turn 
submit monthly summaries of their operating results and financial position to 
the Head Office where the statements of the organization as a whole are 
consolidated. Our examination was confined to the records maintained at the 
Toronto and Hull plants and to certain operating statistics at the Montreal, 
Winnipeg and Peterborough plants. In preparing this memorandum we have 
also made use of certain summaries and reports on file at the Head Office. 

In support of the information included in the memorandum, we submit the 
following statements: 


Exhibit “A”—Consolidated Balance Sheet, Canada Packers Limited and its 
Subsidiaries, as at March 29, 1934. 


Exhibit “B’—Condensed Statement of Operations for the Period from 
August 15, 1927, to March 29,. 1934. 


Exhibit “C”—Statement Showing Percentage of Net Income to Invested 
Capital for the Period from August 15, 1927, to March 28, 1928, and Six Years 
ended March 29, 1934. 

Schedule “1”—Statement Showing Number of Employees and Percentage 
to Total Number Employed at the Toronto, Hull and Peterborough Plants for 
One Week in March, 1934, classified as to Hourly and Weekly Rates of Pay. 

(a) To ascertain the Net Income earned on the capital invested in the 

company after eliminating extraneous charges or credits to operations, 
if any. 
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Capital—Canada Packers Limited was incorporated under the Dominion 
Companies Act on August 18, 1927, with an authorized capital of 100,000 7 
per cent cumulative redeemable preference shares of $100 each, and 200,000 
common shares without nominal or par value. The Charter provides that the 
common shares shall not be issued for a considerable exceeding in the aggregate 
$2,000,000. At March 29, 1934, there were issued and outstanding 60,335 7 
per cent cumulative redeemable preference shares of $100 each and 200,000 
common shares with a stated value of $1,438,284.46, making a total capital of 
$7,471,784.46. The company owned as at March 29, 1934, 688 of its 7 per cent 
cumulative redeemable preference shares, and 698 of its common shares which 
are shown in the Balance Sheet at that date as investments. Preferred dividends 
have been paid at 7 per cent per annum from July 1, 1927, to March 31, 1934. 
No dividends have been paid on the common shares. 

Canada Packers Limited is a holding company for investments in the shares 
of several wholly owned subsidiaries of which the principal are The Harris 
Abattoir Company, Limited, William Davies Company, Limited, Gunns Limited 
and Canadian Packing Company, Limited. At the inception of Canada Packers 
Limited the entire capital stocks of The Harris Abattoir Company, Limited, 
Gunns Limited and Canadian Packing Company, Limited, were acquired. The 
entire capital stock of The William Davies Company, Limited, was owned by 
William Davies Company, Inc., an American Company, and at the inception 
of Canada Packers Limited a majority of the shares of William Davies Com- 
pany Inc. was purchased, all but six of the remaining shares being acquired 
subsequently. Thereafter an exchange of shares between William Davies Com- 
pany Inc., and Canada Packers Limited took place whereby 60,404 Class “A” 
shares and 17,708 Class “B” shares of William Davies Company, Inc., were 
exchanged by Canada Packers Limited for 20,000 shares of The William Davies 
Company, Limited, leaving the remaining 10,000 shares issued by The William 
Davies Company, Limited, in the possession of William Davies Company, Inc. 
The last named company, therefore, owns 60,404 of its Class “A” shares and 
17,708 of its Class “B” shares. A summary showing the consideration for and 
the basis upon which the shares of the various subsidiaries were acquired is 
shown below. 


Book Value of and Consideration for Shares of Subsidiary Companies acquired as at August 15, 1927 and 
subsequent thereto. 


Book Value of Shares acquired: 
The Harris Abattoir Company, Limited: 
Capital Stock: 


25,550 Common Shares of $100.00 Fa re core ee eer anne Rr LY XL TL ad $ 2,555,000 00 
SEES) ES ER RS Were ance Cun Ube wmemeaetaa iy Dae, Saat 2,117,949 69 
4,672,949 69 


William Davies Company, Inc: 
Capital Stock: 


Class ‘‘A’’—60,435 shares of no par value—stated value.............4-5 $ 3,083,536 00 
Class ‘‘B’’—60,000 shares of no par Value—stated Walues oi ete: agree opotae'es rae 
SUIS oT, ea eetcin oS amet ne © oye + ap Tejetelere w orerwretet a otevere'w siste sheteloieiaes aa 2,161,810 54 


5, 245,346 54 
Canadian Packing Company, Limited: 
100,000 Common Shares of no par value, SEAT VA Occ -orocerarererererefarepeyerate eels ohIM ne oe eens 25,000 00 
Gunns Limited and Subsidiaries: 
Capital Stock: 


3,000 Common Shares of no par value, St AtO UV AIUO so siya eee ob 2a ain cites $ 1,435,201 76 
TVG are cae Cee Lea i sear eco ane ae tater mene sk oan ae 48,786 38 

ste iereernrrreneit A SOO NALD BS 

Fe 9 eR ery re eee ep PUN I, Sep IE TCC eS RL ee Fae $11,329,711 61 

Consideration: 

Cot Re Ree oe bonis «Sadek ares ConA ee nt ig BORAT Pee Nt Fee $ 2,571,077 15 
6 per cent Second Collateral Trust Cyr its CARR ae deur DS Leah hr a hae ee 650,000 00 
66,7033 7 per cent Cumulative Redeemable Preference Shares of $100 each... 6,670,350 00 
200,000 Common Shares, without nominal or par value—stated value........ 1,438,284 46 


11,329,711 61 
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In connection with the payment of $2,555,000 in cash to the shareholders 
of The Harris Abattoir Company, Limited, as part of the consideration for the 
acquisition of that company’s shares, Canada Packers Limited borrowed 
$2,500,000 from its bankers and gave as security its 6 per cent First Collateral 
Trust 20 Year Bonds with a face value of $2,500,000. Of this loan $1,250,000 
was repaid to the bank in each of the years ended March 27, 1930, and March 
26, 1931. 

At August 13, 1927, the inception of Canada Packers Limited, there were 
outstanding First Mortgage Sinking Fund six per cent Bonds of William Davies 
Company, Inc., and The Harris Abattoir Company, Limited, with a face 
value of $2,200,000 and $4,000,000 respectively, of which $79,000 and $125,000 
were held by these subsidiaries. At March 29, 1934, these bond issues had been 
reduced to $1,350,000 for William Davies Company, Inc., and $3,242,900 for 
The Harris Abattoir Company, Limited, of which bonds Canada Packers Lim- 
ited owned $615,200, and $1,057,400 which are shown in the Balance Sheet as 
investments. 

The net reduction in the bonds outstanding and in the hands of the public 
from August 13, 1927, to March 29, 1934, amounted to $1,386,200 for William 
Davies Company, Inc., and $1,689,500 for The Harris Abattoir Company, 
Limited. 

In Exhibit “A” we submit a Consolidated Balance Sheet of the company 
at March 29, 1934, based on the Company’s tentative Balance Sheet which is 
subject to completion of the audit for the year ended that date. 

Net Income: 

A condensed statement of the operations for the seven fiscal periods from 
the inception of Canada Packers Limited, August 13, 1927, to March 29, 1934, 
is submitted in Exhibit “B ”, 

In reviewing the operations, consideration was given to such controllable 
items of cost as salaries, repairs and depreciation and adjustment of inventory 
values, which might have an important bearing on the Net Income of the 
Company, as reported. 

The aggregate provision for repairs and depreciation appears to be liberal, 
representing as it does an amount of $6,134,288.86 for the five years ended 
March 29, 1934, or 51-85 per cent of the average depreciable value of the fixed 
assets. We submit below a tabulation of the repairs and depreciation charges 
for these periods. 


6 en EE 


Repair 
Charges Depreciation Total 
Sanaa 35 547 ARS WTNE NG ENS TC Rare Tere re eee LF CREED ean NEP GE ie ele eae a 
$ ets. $ cts. $ cts. 
Fiscal Year ended March’ 27, 1980... ........ ssiceu-ccesc.... ~ 612,158 00 748,373 14) 1,360,531 14 
* z PS BY a RR 0 2 i 465,384 00 766,950 17] 1,232,433 17 
4 ¢ AGW PUD AEE. Atos chile cose nc cs 463,839 00 777,820 65] 1,241,659 65 
ie - SURERELS RS Bi A SS Se ais panies 350,165 00 748,997 01] 1,099,162 01 
f¢ 4 Os LEDBAI NES Seti Lotte wide. + 446,874 00 753,628 89] 1,200,502 89 
POGHL os hoe sc tae eee Cag te ee ee 2,338,519 00} 3,795,769 86 6,134,288 86 


Sl hy a Epoch a ge 


The amounts of repair charges for the period from August 15, 1927, to March 
28, 1928, and for the year ended March 27, 1929, have not been shown as the 
information for these periods had not been obtained up to the date of this 
memorandum, 

If the annual provision for depreciation is maintained on the present basis 
it will result in the extinction of the book value of all the fixed assets, excluding 
real estate, within the next six and three-quarter years. 
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The following comment is submitted on certain items included in the 
operating statement:— 


Sales: 

In the following tabulation we summarize the Company’s sales for the 
period under review, together with the percentage which the net income bears 
to the sales:— 


’ Net Per- 
Period Sales Income centage 
$ cts. $ cts. 

Period from August 15, 1927, to March 28, 1928................ 70,212,862 00} 1,028,697 64 1-47 
Wiseal yearended March 27,1929 20 ta sO. 2. ld. a. 101,026,733 00} 1,503,297 58 1-49 
6 S ‘f Cin A030 eat Ao inate bROt. £ 100,102,203 00} 1,552;071 40 1-55 

«“ me Sys GER Sil ale epilation ae EIA Np 82,841,103 00} 838,111 76 1-01 

ss e ft 31, IOS Fee A M.. LAr EAP. 60,081,710 00 384, 302 51 0-64 

«“ sé Fos SOt IORSirot 61. SUNDA IE Orth i. a 45,027,677 00} 607,671 96 1-35 

«“ " Boy Teapeat sett Ea SA a i ela Se 54,380,430 00} 1,451,179 76 2-67 
Mn Re ate iain Foe tee wigs sg ® 513,672,718 00} 7,365,332 61 1-43 
te CB Ce a I A ccc eae Oe Seen ence Nata 2 Siegen MEO ater AP) Mase 
ESTEE ot RL Oy ee ree Pees 77,535,505 00 1,111,748 32 1-43 


The figures for sales shown above were obtained from a statistical record 
of the Company which purports to show the sales to the public, but we cannot 
substantiate this figure owing to the fact that sales to the public and shipments 
to branches are combined in one amount in the Company’s books of account. 


Inventories: 


We are informed that the inventories were valued at lower of cost or 
market at March 28, 1928, and that from March, 1929 to 1932, inclusive, the 
inventories were valued at cost less the following reserves deducted therefrom 
to reduce the valuation to what the Company considered a conservative basis:— 


cE Ag Gey Ls) eae ache ee Ge Pare Fr aa ar SE ia Ce Pear $586, 268 95 
s he TRG I eT) SE Oe 2S ACen Cor a ere Re ee nome Cem) MER ns rene 688,618 75 
“ RRL ee ee gn AN Kat 0 ws dlsl anole se), oh eto ig ol Cie th Yess eyes ahi 686,268 95 


i Bo, MOBS este ue a Nas cele guage Pen Gale - + Os Bett ae GAGS Tees 686, 268 95 


On March 30, 1933 and March 29, 1934, the company changed its basis of 
valuation to lower of cost or market, with a further deduction of one half cent 
per pound on a part of the inventories of product at the main plants. Our com- 
putation of the amount of this deduction, based on the inventories of the 
Toronto plants at March 29, 1934 and March 30, 1933, is $80,405.97 and 
$63,536.22 respectively, based on a total inventory valuation of the product at 
the Toronto plant of $1,706,322.61 and $1,469,501.57 the deduction representing 
approximately 4-7 per cent and 4-3 per cent respectively. Applying the same 
percentages to the total value of the product at the main plants amounting to 
$3.932,414.49 at March 29, 1934 and $2,456,960.44 at March 30, 1933, we 
develop deductions of $184,823.48 and $105,649.30 for the company as a whole. 
In the opinion of the company’s officials these deductions are warranted by 
conservative practice in view of the rapidly changing market prices for products. 

An amount of $200,000.00, part of the General Reserve, was deducted from 
the total of the inventories as valued at lower of cost or market at March 30, 
1933, thus making the inventory valuations $200,000.00 less than lower of cost 
or market. At March 29, 1934, no part of the General Reserve was used for 
this purpose, but a reserve of $45,414.77 carried on the books of the Chicago 
plant was deducted from the inventory. 
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Depreciation —The following are the prevailing rates used by the company 
in computing depreciation on fixed assets: 


Buildings, 24, 5 and 10 per cent; machinery, 10 per cent; delivery 
equipment, 25 per cent; office furniture, 10 per cent; trucks and autos, 25 
per cent; creamery cans, 10 per cent. 


The values on which depreciation is based are not uniform, some being 
cost and others appraisal values with subsequent additions at cost. 


Repairs and renewals—While the annual charges for repairs and renewals 
appear to be high we are informed that these expenditures are necessitated by 
the nature of the business. 

Our examination of the accounts of the Toronto plant relating to repairs 
for the two years ended March 29, 1934, indicated that of a total expenditure of 
$341,789.00 during that period approximately $54,164.84 is in respect of charges 
which might be regarded as being in the nature of renewals and betterments. 


Executive salaries and bonuses—The salaries and bonuses of the five major 
executive officers for the year ended March 29, 1934, totalled $73,000. 


Invested Capital: 


In Exhibit “(C” we submit a statement showing the relation which the 
net income bears to the average invested capital during the period under review, 
based on the annual Balance Sheets and Profit and Loss Accounts as certified 
to by the Company’s auditors for the period from August 15, 1927 , to March 30, 
1933. For the year subsequent to March 30, 1933, we have adopted the Com- 
pany’s tentative Balance Sheet as at March 29, 1934, and Profit and Loss 
Account for the year ended March 29, 1934, both of which are subject to the- 
completion of the audit for the year ended on that date. 

On the basis of the Company’s annual accounts the percentage of net 
income to the average invested capital is as follows:— 
een}? —=0—0SM($0“0300@—aO09waaO{o0naNwooreeoaoaoaooS=$=$ MS$@®$”_(:: ee y:”_ eee 


Net Income 


Average |_ 
Fiscal year ended invested a 
capital Amount invested 
capital 


$ cts. $ cts. 


Mapeliy20 (41034 at cre ten el eee ced key. toca Pumowhs. Bey oa thee 11,928,282 79} 1,451,179 76 12-17 

ERD USN Ys A A Rik Re tage cee sellin demlariiers Seth wie! ye 11, 637,494 49 607,671 96 5-22 

Sle piad lp neh OGL tas ties Bee see, ORRIN. pet eee ators: J 11, 634, 800 77 384, 302 51 3°30 

te 267. 0031 Dee ..8:.£605..08  doxelh., bea. OG 11,578,447 09 838,111 76 7-24 

eae ee AT RT EY SNS ae lee PORN a RON A RGR ie Ler rade ath 11,056,261 45] 1,552,071 40 14-04 

et chy oO eect ee ee ne. ee ae eee 9,918,379 84! 1,503,297 58 15-16 

Period from August 15, 1927, to March 28, 19298................ 8,605,676 12} 1,028,697 64 *19-12 
SL O@tal va alt ae. MN ts ees 3) a ee ee 76,359,342 55! 7,365,332 61 

Average for period......... Pty fegtaghe el AP el, 10,908,477 51) 1,111,748 32 *10-20 


*Adjusted to Annual Return basis. 


In the following tabulation we show the adjusted net income of the Com- 
pany after the elimination of certain charges and credits which we consider 
arise from operations extraneous to the packing house and its related businesses 
and the percentage of the adjusted net income to the average invested capital 
of the Company. 


PRICE SPREADS AND MASS BUYING 2421 


ee oeeSSaSss0soqo9> 
Adjusted Net Income 
Average 


Fiscal Year ended invested heya 
capital Amount Bcc Shs 
i invested 

capital 

Perrot) Sh piste Soneied So oe ee SOY Oy. 

$, cts. $ cts. 

EGS CUD URIS | Ve 0 TRE RS Co Oe ae Re Re a eae b. O v 11,928,282 79} 1,399,064 44 11-73 
eset al) .ol 00d) . by atsiy te aaa LOGE ae 2 gt cs 2 Pd 11, 687,494 49 634,875 94 5-46 
Bele 10 ec cos | Sucate ) cx Bs <b OY? GO” awe Wh heurke 11,634,800 77 449,637 00 3-86 
2 Be a Te eae oly i i a ia ies Pach ria a Or a ae ae 11,578,447 09 863,844 44 7-46 
eee LUsUamute se . LOS Li. tabi TO)4- aS ETL oe 11,056,261 45} 1,771,698 85 16-02 
eee MOO oid aas reve own’ an oe “ek Pa elie AT ULE 9,918,379 84| 1,433,434 17 14-45 

Period from August 15, 1927, to March 28, 1928..............-- 8,605,676 12} 1,103,766 60 *20-52 

fe PRS oR. Rens ree ny cere eee 0 76,359,342 55| 7,656,321 44 
AVELAZS (OT DETIO€N cos bo ness ese Hs oe ees 10,908,477 51] 1,155,671 16 *10°59 


ne 


*A djusted to Annual Return basis. 


In connection with the Company’s major holdings in the capital stock of 
certain other companies which are treated as investments, the following sum- 
mary shows the number of shares held and values at which they are carried on 
the books of the Company as at March 29, 1934, the original cost and the 
amounts written off the original cost:— 


ee EEE ee EE aoe 


Number Book value Amounts 
Name of Company of March 29, Original written 
shares 1934 cost off 
Common $ cts. $ cts. $ cts. 
Dominion CLOTes.LAITCS yr sieds VEL}. nd feRTe «She 7,900 102,498 05 198,214 99 95,725 94 
Stop and, ohop Limited... .......-..-- aan 6, 8225 3 00 378, 759 45 378,756 45 
Folkard Canning Gov Ltd. 0 a. ee a 439 1 00 43,900 00 43,899 00 
Capital 
Union Stockyards of Toronto, Limited......... 4, 686 468,600 00 468,600 00 


0-08 Jovi oS0i a ee SS eee 


In addition to the above investments carried in the Balance Sheet 1t appears 
that the Company owns 16,900 shares of £1 each of John Loudon and Company, 
Limited, a firm of meat importers of London, Eng., in respect of which we 
were unable to find any record of either the purchase of these shares or the 
income, if any, received therefrom. 

At March 29, 1934, profits amounting to $191,116.22 which represent the 
net realized profits and losses on the purchase and sale of investments, had not 
been credited to surplus and remained in the accounts as a deduction from the 
book value of the investments. 

In adddition to the foregoing the face value, $1,672,600.00, of the bonds of 
The Harris Abattoir Company Limited, William Davies Company, Inc., are 
carried in the books as $1,573,001.30, the difference, $99,598.70, representing a 
profit on purchases by Canada Packers Limited of bonds of its subsidiaries. 


General Reserves:—In April 1928 the Company wrote up the valuation of 
the inventories from lower of cost or market, to cost and transferred the difference 
$586,268.95 to “General Reserve”. From time to time additions to this reserve 
were made out of profits and by transfers of the surpluses in sundry minor 
reserves. At the end of each fiscal year from 1929 to 1932 the Company spread 
this reserve on the Balance Sheet as a reduction in the Inventories and Accounts 
Receivable and an addition to Accounts Payable. At March 30, 1933, the 
Company reverted to the policy of valuing the inventories at lower of cost or 
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market, and an amount of $615,000.00 was transferred to Profit and Loss 
Account from the Gencral Reserve, which, before the transfer, amounted to 
$840,457.71. At March 29, 1934, the balance of the General Reserve, $225,457.71, 
was transferred to Profit and Loss Account. 


In addition to the General Reserve the Company has other reserves of a 
comparatively minor amount, which it included on the Balance Sheets as deduc- 
tions from the assets on which they apply or as additions to Accounts Payable. 

As shown in the Balance Sheet at March 29, 1934, the Reserve for Income 
Tax amounted to $489,803.32,.of which $430,000.00 was provided by a charge 
to operations during the year ended March 29, 1934. No final assessment has 
been received from the Income Tax Department for the fiscal years subsequent 
to March 27, 1930, and the Company has included in the amount of $430,000.00 
a provision of $153,000.00 for adjustments in respect of depreciation and other 
charges which may be disallowed by the Income Tax Department, 

(c) To determine the dressed cost of hogs, beef and small stock purchased 
through (1) direct shipments, (2) stockyards or markets, and (3) 
truckers, and the percentage which each of these classes bears to the 
total purchases. 


The above information has been secured in connection with hogs for the 
months of September and December, 1933, and March, 1934, and is submitted 
in the following summary :— 


Direct Stockyards 


Shipments or Truckers 
Markets 
Average Cost per 100 Ibs. Dressed Weight 
$ cts. $ cts. $ cts. 
Toronto Plant: 
Doptember Psst VE ACe Ate) aenegel Onn. © 9 52 9 46 9 22 
December, 1002. vais tee Lee Moda, See i ee 8 76 8 77 8 64 
BLOC, TDGET a tuee dee babes Le ee 12 10 12 25 11 85 


88Neaoas0s6—6s=@$0@0@®@®0"—"0DouQuQuDuOEe eee 


Percentage of Total Purchases 


% % % 
SOU ig RRR RIOR RR Gai? io obni? animate 53 11 23 52 23 +37 
December? WaBlo, .. 08 GUO ae Oe 55-35 19-02 25-63 
UU Ce TER 25! ease es eR Renee Beet INNS Salt TRS 51-47 27-92 20-61 


Average Cost per 100 lbs. Dressed Weight 


$ cts $ ects $ cts 
Montreal Plant: 
Reptémber 19a? .0. SEO OI NA Teddi To) brine 9 92 10 07 9 63 
AOC ROT L088 a) is ais iis lsscnstie cede ai ci a 9 25 8 92 8 93 
Datos hs te. Cr cee RAS kc, tk ee 12 76 2 73 12 10 


% % % 
September, 1933.......... Seah tte tile SAYRE ahah ives coe to 47-98 37-78 14-24 
December, O33 675.8 Cte Oo sale noch adh. ectous 65-23 28-40 6-37 
3 TE Ce AI pa ented all aed ad li ndeine Recboe Ele 63-91 34-75 1-34 


Average Cost per 100 lbs. Dressed Weipa? 


cts. $ cts. $ ets. 

Winnipeg Plant: 
Rebtem ber, 1008 cc olivtay. senencie! ). sght BOON fac A 8 77 9 08 8 82 
BOT ALS bal ed ik? oR IO RRND ole eh ey 8 04 7 86 7 92 
Biareh, 2004 roc, ad ots ae 1 US ARS ee Gey 12 40 12 00 11 61 


% % % 
Rentember Woe ao Ek i bly ts Pee Ee eT ee ne ee 53-07 14-85 32-08 
Decem Der. Ludtie. 202. ccs ee Tee U aS fens eae cee one 51-33 32-67 16-00 
March, 1934 Ce ee OC SWS 6 M'e 070 0 0S ewes cles 4 Clete» We po & 54-00 35-72 10-29 
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Direct Stockyards 
Shipments or Truckers 
Markets 
Average Cost per 100 lbs. Dressed Weight 
$ cts $ cts $ cts 
Hull Plant: 
eS cee RE) Oe OP Oe Oe ek a. ee eer ce io = lees GR, oF 9 39 
oS te Sa oe SOR ee RE et 2) Aa Cee en he ee URW 2d SAGO acne met 8 55 
Marcie 03he ink! ft tachi: 1h. ORAS . xd s ees bee 1oAds. ... Vise <aece 12 05 
Percentage of Total Purchases 
Benete teaels. Oh ie, IONS. VIEde aDrt  y ADS RePCKS 28-77 
Dartientar 106s ire tera). £2) be AEs ee a ADAIR, - 2-Vine ee 25-84 
ETS eee RAT Sie i eee See: Gees ae eee eee eso, cee Seed 27-66 
Average Cost per 100 lbs. Dressed Weight 
$ cts. $ cts 
Peterborough Plant: 
NET a go eco cnnaie bi mand dea Wn Anieaalan inary ita = Se te Parana oe Wear eaer pee eee ene Mec ee 9 31 
RVorore crass le: OOo ey ACCC a DR ED A id COZ As. Nyaa st 8 69 
ech Peete OR ls dav a AAR oa here ve pam aye ite 12 hanks BES FOR 11 87 
Percentage of Total Purchases 
% % 

September 1933........... Scat Ea poe bd Senet A. bean ue tte fee apes Ga eis oa oS 36-66 
December 1933........ ig eee, estate ee Fe Ere e BRO ON ae GOs Orato» See 43-32 
Maro Pose) 2h ee IT ROLF SAY. tle Leek 62/67 VIE, Ape 35°33 


The prices paid for hogs are stated to be based on the market price for the 
bacon grade with the following differentials on or off bacon grade:— 

Select—Premium of $1 per head above the bacon. 

Butcher—Discount of $1 per head below the bacon. 

Light—Discount of $1 per head below the bacon. 

Heavy—Discount of $1.50 per head below the bacon. 

Extra Heavy—Discount of $1 to $1.50 per cwt. below the bacon. 

Sow—Discount of $2.50 per cwt. below the bacon. 

Stag—Discount varies with the condition of the hog below the bacon. 


Our examination of the purchase invoices for live stock showed that these 
differentials were being applied. 


From the records maintained by the Company it is not possible to determine 
whether the Company gains an additional profit through the operation of the 
differentials before mentioned. After the hogs are dressed and cut they lose 
their identity in the plant and the price realized on the individual product can- 
not be determined. 


Officials of the Company have stated to us that no bonuses or commissions 
are paid to truck operators delivering hogs or to Country Agents shipping hogs, 


The average dressed cost of cattle, calves, sheep and lambs classified as to 
source are not presented as these costs are not comparable due to the purchases 
of cattle through the stockyards being generally of a higher grade than purchases 
from other sources. We submit below a tabulation showing the percentage 
whieh the number of head of each class of purchases bears to the total purchases 
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for the Toronto plant for a week in each of September and December, 1933, 
and March, 1934. 
EE, 


Percentage of Total Purchases 


— Stockyards 
Direet or Truckers 
‘| Shipments} Markets 
a | Ee eee 
% % % 

Cattle: 

NORLEIN Dor 1056... te sien eae Men en ae At ed Ge cee yal 65 14 

December 1933) 20.2.0. ag. se 11 aN _ 80 55 15 

Biaren DOSk. ei, Sane. wee att, eee US ae 18 63 19 
Calves: 

Beprember 1050 aas,. Gerais. 5 eevee: ci. bu dlees pale 11 61 28 

BO OURT Der LOCA 6 ee ROT 22 52 26 

Wiarcl LOGS tees .5 yet ee eee ee ey eee 39 45 16 
Sheep: 

SeptentDer St O6S Attn Sl. Ae, eRe, SON ie Oh NE, ane 5 iv 17 

Decent ber i9334.'.f tesa. (ere. Baad CN. eke 2 54 44 

DEY Ln OS 8 i ee te eater eR er Ma eh AR er eal 10 59 ob 
Lambs: 

peptensbor 1058 |. MR MBB ah Nee hs oe ea ieee 13 42 45 - 

Bedem ber 1033 3 aigaedat@tine ib, [sages ceweerae pan a 8 68 24 

A Rd 1 LT CE ERASER oe AM eect Yulia ek Spy 9 89 2 


(6) To determine the spread between the price paid to the Producer of live- 
stock and the price received by the Packer from the sale of the various 
products manufactured from livestock. 

In the case of Canada Packers Limited a large part of the Company’s 
transactions are represented by the purchase, manufacture and sale of products 
which are not derived from livestock, The business is divided into numerous 
departments, each of which is concerned with the handling of a particular 
product or group of related products, and the accounting records of the Company 
are designed to conform to this division and furnish Separate operating results 
for each department. In the case of livestock certain products pass through a 
number of departments and in the process, products derived from other species 
of livestock are combined and sold as one finished product. 

In common with other packing establishments, Canada Packers Limited 
maintains a system of accounts which does not permit the actual cost of indi- 
. vidual products to be determined. To secure approximate profit or loss margins 
for their own information the officials occasionally have “test runs” made, but 
for ordinary operating purposes the Company estimates its net return per 100 
pounds of dressed weight of hogs on a formula, the details of which are shown 
below for the week ending May 12, 1934. 


Per cent 
of 100 pounds Price 
of dressed weight per pound Value 
Details: ; cents 
ELAS wattage Wer ¢ i ee eM BEAN Toy Nae 19.7 19.0 $ 3 74 
PIGUIOR ner coasts toe AOE ne oe 14.2 19.0 2 70 
£1 A py Sr Ae LS. hi Sa eh Ce IR 16.2 17 2 2 70 
RBEOUMICTS. "aan eee me eee. We Ae 18.6 11.0 2 05 
68.7 $11 28 
CTA ORIN BE a i ul $1 10 
PAINE URAC. yc, se. ee 0 20 ¢ 1 30 
$12 58 
Less operating cost of hog departments, 
including interest at 6 per cent on 
the capital employed... .. ...... 2°20 
Net return per 100 pounds dressed 
WERE so <1 su +5 a aes § 


$10 38 
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On January 22, 1934, the Company made a special test on one hog of a good 
type to determine in detail the weight of product which could be obtained from 
the hog and to determine the yields by weight from processing certain cuts of 
the hog in the curing and smoking operations. Particulars of this test were 
furnished to us by the Manager of the provision department, and based on these 
figures and on information secured from other employees we prepared summaries 
which purport to show the selling value, purchase cost and processing expenses 
for the weeks ended December 14, 1933, and March 29, 1934. The original com- 
putations developed abnormal estimated net profits in both these weeks, but 
after advising the Manager of the Provision Department of the results shown he 
stated that certain of the valuations, yields and processing expenses which he 
had originally furnished to us should be changed. After giving effect to these 
adjustments net losses were developed of $1.15 and 96 cents on the hog for the 
weeks ending December 14, 1933, and March 29, 1934, respectively, after deduct- 
ing the processing expenses which include approximately 42 cents for interest at 
6 per cent on the capital employed. 

In our opinion test runs are of little, if any, value in determining the spread 

due to the impossibility of reconciling the result of the test runs made by the 
Company with the books of account, and to the facility with which the results 
of such runs can be altered as shown in the previous paragraph. 
We were unable to determine the spread on sales of beef due to the Com- 
pany’s method of purchasing cattle in ungraded lots and subsequently grading 
the dressed carcasses into some forty different classes, the costs assigned to each 
class being determined by application of arbitrary differentials. A similar con- 
dition pertains to the purchases of small stock which are graded into seven 
different classes. 

For these reasons we are unable to determine the spread between the price 
paid to the individual producer of livestock and the price received by the Packer 
from the sale of the resulting manufactured products, and we are forced to sub- 
stitute for this inquiry consideration as to whether the Packer receives a reason- 
able or an excessive return (a) on the capital invested, and (b) on the sales made 
to the public. The information necessary to arrive at a conclusion on these 
points is submitted in the section of this memorandum dealing with invested 
capital and sales, the average return based on the net income reported by the 
Company being 10-20 per cent on invested capital and 1-43 per cent on sales. 


(e) To determine the hourly rates of wages paid by the Company, and to 
prepare a tabulation giving the number of employees paid at each of 
the different hourly rates. 7 


In Schedule “I” we submit information showing the number and percentage 
of the Company’s employees at the Toronto, Hull and Peterborough plants 
engaged at the various hourly and weekly rates for one week during the month 
of March, 1934. 

The average hourly rates paid to all employees at the Toronto plants, 
excluding foremen, truck drivers and others who are paid on a weekly basis, 
for the weeks ended March 22, 1934, and October 12, 1933, were 393 cents and 
352 cents respectively. 

Less than 1 per cent of the Company’s employees are on piecework or 
under any bonus system, and we are informed that no employee is required 
to “stand by” in his own time. 

We were unable to determine from the payroll records whether or not 
employees “stand by” in their own time as the hours on which employees are 
paid are obtained from the foreman’s time books and the time clock records 
are only used for comparison with the time books. Furthermore, we are 
informed that employees are permitted to “punch” the time clocks as soon as 
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they enter the plant, which may be previous to the time when operations 
actually commence. However, in the case of the killing floor gangs, the 
employees are not paid for delays in the commencement of killing operations 
where the Company considers itself blameless for such delays. An instance of 
such delays, given to us by an employee of the Company, is where rail ship- 
ments of live stock arrive late through weather conditions or the fault of the 
railroad companies. 

During the course of our examination at the Hull plant we were informed 
that if killing floor operations were discontinued during the morning certain 
employees might be released and instructed to return during the afternoon 
when operations would be commenced again. For example, an employee might 
work from 8 a.m. to 11 a.m. and from 3 p.m. to 6 p.m., and only receive pay- 
ment for the six hours actually worked on the killing floor, 

The basis of employment is a 48-hour week and an examination of the 
payrolls at the Hull and Peterborough plants discloses that the rates in force 
during the year ended March 29, 1934, were substantially the same as those 
set forth in Schedule “I.” The rates of pay at the Toronto plant were increased 
during the week ended October 19, 1933, which increase, taken on the payroll 
. a whole, represented approximately 10 per cent of the rates paid prior to 
that date. 
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SCHEDULE “[ ” 
CANADA PACKERS, LIMITED 
STATEMENT SHOWING NuMBER oF EMPLOYEES AND PERCENTAGE TO TorTaL NuMBER EMPLOYED AT THE 


Toronto, Hutt AND PeTERBOROUGH PLANTS FoR ONE WEEK IN Marcu, 1934, cLASSIFIED AS TO Hovurty 
AND WEEKLY Rartss or Pay. 
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APPENDIX No. 2 
INVESTIGATION OF PACKING COMPANIES 


PERCENTAGE oF Net INcoME To AVERAGE INVESTED CAPITAL 


Average Years 
Company for 
Period 1928— | 1927- 
1933 1932 1931 1930 1929 1929 1928 
% % % % % % % % 
Canada Packers, Limited....... 10:20 | 12-17 5-22 3-30 7-24 | 14-04] 15-16 19-12 
Crainers Limited, 2... « a4 «+. dex 9-98 8-36 7-85 774004 vl4rBOle 12B4.ht hee. Aes tee 
OSTA) Sai Lis lic 2 4 mia geal aD Wai i Sy eee A Oa ert ape NS oe te alias, om ACLs sl omeseeieeer ia] iaesgsceteMer cal ate te Pome ok 
Swift Canadian Company, Lim- 
DA etek: in ted Ae NES 0-24 4-03 3:66 5-00 0-30 BeaOn See eee 
Brilai) TTGMIGOU.. ccors <hs,« enn = aA a 15-42 23-67 6-45 12-17 15-14 LS SOM years lich betas ot 


i 


a Invested Capital includes Bond issue of $800,000.00 as stock issued for intangible consideration. 


APPENDIX No. 3 
INVESTIGATION OF PACKING COMPANIES 


PERCENTAGE OF Net INCOME TO SALES 


Average Years 
Company for 
Period 1928— | 1927- 
1933 1932 1931 1930 1929 1929 1928 
% % % % % % To % 
Canada Packers, Limited....... 1-43 2-67 1-35 0-64 1-01 1-55 1-49 1-47 
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Swift Canadian Company, Lim- 
oP ose Se eget abielage Rh anea ie Ye Sonia Fatt 0-07 1-64 1-46 1-54 0-07 TikSs EC i ea 
Brraisi) Limited, 3 oi sa dings ss cas 1-47 3:17 0-22 1-07 1-25 DAT ree iat en 
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HovusE oF CoMMONS, 
Room 368, May 31, 1934. 


The special committee appointed to inquire into price spreads and mass 
buying met at 11 am., Hon. H. H. Stevens presiding. 


Mr. Norman Sommerville, K.C., and Mr. W. W. Parry, K.C., of Toronto, 
appeared as counsel for the committee. 


The CuairMan: Order, gentlemen. The minutes merely record the witness 
heard and certain documents filed, including the presentation of the report of Eric, 
Richardson and Graves, chartered accountants, of Calgary, on the Burns situa- 
tion. We will declare the minutes approved. 

Mr. SomMERVILLE: I will file as an exhibit, they not having yet been filed, 
the six annual reports of Canada Packers, Limited, including the balance sheet 
for each year. 

(Six annual reports of Canada Packers, Limited, filed, marked Exhibit No. 
202.) 

Mr. Betu: Are there no copies of them? 

Mr. Sommervitte: No, there are not. Those are the only ones. They were 
filed by the company. 

The CHamrMAN: I might say to the committee that Mr. McLean had 
intended to be with us to-day, and was going to be a witness, but one of his 
superintendents died and is being buried to-day. He was anxious to be at the 
funeral, so I took the liberty of excusing him to-day, and he will be here 
to-morrow. If we deviate a little from the routine that we had in mind, the 
committee will understand the unfortunate circumstances which made it neces- 
sary. 

Now, Mr. Sommerville, you were going to call Mr. Moyer. Mr. Moyer is 
one of the smaller packers. 

Mr. SommeErRvILLE: Yes, Mr. Moyer. 


Evuis Moyer, called and sworn. 


By Mr. Sommerville: 

Q. Mr. Moyer, you are secretary-treasurer of Moyer Brothers, Limited?— 
A. Yes. 

Q. And you carry on the business of pork packing at St. Catharines?—A. 
Yes. 

Q. Your business has been carried on by your father, your brothers and 
yourself?—A. Yes. 

Q. For a period of upwards of forty years?—A. Yes, approximately forty 
years. 
Q. You are one of the independent packers operating in the Niagara penin- 
sula?—A. Yes. 

Q. And you sell your product through the Niagara peninsula?—A. Yes. 

Q. In Hamilton, St. Catharines, Welland, Niagara Falls, and all those vari- 
ous centres throughout that area?—A. Yes. 

Q. You wrote a letter to the Hon. Mr. Weir in April, which Hon. Mr. Weir 
has sent to this committee, for investigation of the matter that you referred to? 
—A. Yes. : 
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@. Will you just be good enough to read to the committee the letter you- 
wrote, indicating what the problem was that you had to place before this com- 
mittee?—-A. Yes. The letter was dated April 19, 1934, and addressed to the 
Hon. Thomas Weir, Minister of Agriculture. It is as follows:— 


Dear Str,—The writer who is secretary-treasurer and manager of a 
small pork packing firm known as Moyer Bros. Ltd., located in St. Cath- 
arines, Ontario, desires to bring to your attention directly the present 
position of the above firm, and conditions affecting the industry as they 
see it. beri ‘ett 

For thirty years approximately my brothers and I have earried on a 
pork packing business with varying results, having many ups and downs. 
In the beginning we slaughtered and cured about fifty hogs per week, and 
this was increased as time passed until our weekly operations amounted 
to 325 hogs. This was the limit of our capacity. About this time all 
over the country, many large packing companies were being formed, fol- 
lowed closely by numerous companies with chains of stores, after which 
we could see our little packing business going, going until now it is all 
but gone. The same having diminished until now we are back where we 
started as regards volume, but are very much worse off, inasmuch as the 
costs of operation are about double what they were then. In other words, 
if we would show any profit at all on our operations based on prices being 
taken for pork products at present, we could pay no wages at all. Surely 
your department has power to adopt some measure to prevent a Continu- 
ance of these conditions. 

We are sure that powerful interests are and have for many years 
manipulated the live hog prices. We also know that large competitor 
companies would undersell us at every turn, and in our efforts to com- 
pete, serious losses have been sustained, the same reaching such pro- 
portions as to threaten our financial standing, and if continued longer 
will greatly affect our credit, of which we could always honestly boast. 

Then on top of the killing effects of the big packers’ unfair activi- 
ties, was the loss to us of hundreds of independent merchant customers 
who were forced out by chain stores, companies with whom we could do 
no business, at least at a profit. 

These and other causes have brought the packing industry to its 
worst state since we have operated, and certainly not many of the small 
companies can survive much longer. There has been no fair competition 
In years, just cut-throat and nothing else. 

At this point I would like to bring also to your attention just one of 
the many evils as practised by chain stores. I am enclosing herewith 
display advertisements of three companies featuring butter at less than 
cost by at. least one cent per pound. 

This little business of ours has been sustaining through its weekly 
payroll from twenty to thirty families, and since 1932, our employees, 
ourselves included, who at that time accepted a 40 per cent cut in wages, 
have been struggling desperately to keep going and make ends meet, - 
But that was impossible for any of us. 

We have as a firm, never aspired to become big business men, but 
only wished to live and let live, but big business will not let us do even 
that. We now find ourselves with a small packing plant, our own capital 
gone through no fault of ours, and are now working on a meagre credit of 
$6,000 from the bank, which in addition to requiring everything we have 
in this world as security, would ask more. 

The picture we now have to look at is indeed unpleasant. We believe 
that as Canadian-born citizens, we have the right to appeal to you for 
assistance to carry on. We do not expect, of course, that you could accept 
all of this as true and correct without first investigating, and we do ask 
that immediate steps be taken to investigate our case.” 
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Q. You submitted with that letter three advertisements that you had 
referred to, showing sales of butter in your city; they are dated April 13, 1934, all 
on the same day, of three different firms?—A. Yes. 

Q. One advertises butter at cost, 283 cents; another offers creamery butter 
at 274 cents and the other the best creamery at 28 cents?—A. Yes. 

Mr. Kennepy (Peace River): Were they chain stores, Mr. Sommerville? 

The Witness: Two of them. 

Mr. SomMeErvILLE: Two of them were chain stores. The third is an inde- 
pendent. ' 

The Witness: A cash and carry shop. 

The CuatrMan: Those advertisements will be filed. 

‘iets advertisements, dated April 13, 1934, filed, marked Exhibit No. 
203. 

By Mr. Kennedy (Peace River) : 

Q. Do you know where they are getting their supplies of butter from?—A. 
I could not answer that. I believe that in the one case it was coming from a 
creamery belonging to Canada Packers, at Harriston. 

Q. Were they selling it lower than you could afford to manufacture it?— 
A. Well, the cost at that time was 28% cents, as I remember it. I checked on 
it at the time. 


By Mr. Sommerville: 

Q. In your letter you say, “ We also know that large competitor companies 
would undersell us at every turn, and in our efforts to compete, serious losses 
have been sustained, the same reaching such proportions as to threaten our 
financial standing.” Have you found competition of the kind that you have 
described throughout the Niagara peninsula?—A. Yes. 

Q. With your products?—A. Yes. 

Q. Has that been intensified during the last two years?—A. Very greatly. 

Q. To what extent have you found that competition acting in the matter of 
prices? For instance, how low were they selling as compared with costs?—A. 
Well, our selling list would almost always be as much as 2 to 3 cents a pound 
higher. They would break under us as much as 3 cents in some cases. 

Q. Under those circumstances, did you buy wholesale from some of these 
large companies?—A. Yes, there were times when we would be short of certain 
lines of pork products of our own manufacture and we would purchase, almost 
always, from Canada Packers. 

Q. And on wholesale terms?-—A. Yes. 

Q. Then what did you find in the area in which you were selling these 
products to your customers, in the Niagara peninsula?—A. In many instances 
it came to my attention where a small retail merchant had bought the same 
product from Canada Packers at less money than what we paid. 

Q. At less than the wholesale price that you were paying?—A. Yes. 

Q. And you found this condition general throughout the Niagara peninsula, 
particularly during the last two years?—A. Yes. 

Q. Are there other smaller packing companies that operate also in the 
Niagara peninsula?—A. The nearest packers are in Hamilton. 

Q. That is Duffs?—A. Duffs and Fearmans, and one in Kitchener. 

Q. There are two plants at Kitchener?—A. Yes. 

Q. What are their names?—A. Schneiders and Dumarts. 


Mr. Epwarps: There is Stratford. 
Mr. SommervILLE: Yes, Stratford have Whyte & Company. 
The Wirness: Yes, Whytes of Stratford. 
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By Mr. Sommerville: 
They also operate in the Niagara peninsula?—A. Yes. 
What would be the average kill of these various plants?—A. I believe 
their weekly kill is from 1,000 to 2,000 hogs each. 

Q. Each?—A. Yes. 

Q. Then you find these conditions prevailing in the Niagara peninsula; you 
say this cut-throat competition, selling below cost, has had the effect of cutting 
down your business very materially?—A. Yes, undoubtedly. | 

@. And that has reduced your volume back to where you began, you say? 
—A. Yes, we are actually back where we began. 

Q. Instead of operating to capacity or to the extent of 300 or 325 head, you 
are now operating at what?—A. We are down to as low as 75 hogs per week. 


Mr. Kennepy (Peace River): Is the suggestion that they are making special 
prices to the customers? 


Q. 
Q. 


By Mr. Sommerville: 


Q. Are you in a position to say whether special prices are being made to 
your customers?—A. Well, I don’t think that they are directly aiming at us. I ~ 
think it is just the general rule that they have adopted, and instructions are 
given to their salesmen to get business from the largest retail merchants, where 
they might secure the greatest volume. 


By the Chairman: 


Q. Of course, there is nothing venal about that. But do you allege that the 
practice is to go into a territory where there is competition and sell goods at a 
lower price than they sell the same type of goods for in a territory where there 
is no competition?—A. I just don’t quite understand your question, Mr. Stevens. 

Q. Let me put it this way: You raise the point of them underselling you— 


Mr. Kennepy (Peace fiver): Cut-throat competition. 


By the Chairman: 


Q. Yes, cut-throat competition, and they are underselling you, but it does 
not necessarily follow that because they undersell you there is anything wrong; 
the point I am getting at is this, if they undersell you simply to put you out of 
business and then sell the same products elsewhere at higher prices that would 
be, in my estimation, evidence of unfair competition, and I am asking you: 
Are you alleging such a condition as that?—A. Well, it appears that way. 
While we have been the smallest packers in business, I believe, we have been 
more or less a thorn in the side of all of them inasmuch as we produce and sell 
a high class pork product in our own small way, and I believe that it is more or 
less pride on the part of the larger ones to disallow us to carry on and take 
business away from them as we are in a sense. 

Q. You are alleging that it is competition directed against you to put you 
nes of business really ?—-A. Well, it appears that way to me; it has for some 
ime. 

By Mr. Factor: | 

Q. I have not yet heard any specific illustration of how they accomplish that 
fact. You said there was one case where a retailer got some goods at a lower 
wholesale cost than you. What about volume as compared to the volume you 
purchased?—A. Well, the volume would be very much less, of course, possibly 
from three to five times as great as any of the retail merchants I have reference 
to. 

Q. What about: that particular retail merchant that you had reference to?— 
A. Well, he was probably one of the best customers available in the town. There 


4 


are several cases that I have in mind where the credit of the retail merchant was 

good and all the packers were putting forth their best efforts to secure his busi- 

ness, and while this competition I admit was not aimed at us alone it still existed, 
and prices were cut and cut again until the lowest quotation finally secured the 

business, and that has been going on for a great length of time and it applies 
as I say especially to some outstanding retail merchants in the city. 
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By Mr. Sommerville: 

Q. And throughout the Niagara Peninsula?—A. Yes, some of the strongest 
financially and largest buyers of pork products. 

Q. Now, you operate your plant very economically over there?—A. Well 
yes. 

Q. You:and your brother manage the business?—A. Yes. 

Q. And you yourself go out as well and canvass the trade?—A. Yes. 

Q. And your executive salaries have been cut down to a pretty low figure?— 
A. Well, we are about on a level with some of our employees now. 
if Q. And you have had some of your employees for a number of years?—A. 

es. 

Q. And you have been paying on an average how much an hour?—A. Well, 
at present it ranges from 25 cents to 75 cents per hour; that is the range. An 
average would be 45 cents. 

Q. An average would be 45 cents?—A. Approximately 45 cents. 

ye And maintaining those families of these men in your neighbourhood ?— 
A. Yes. 

Q. There is no other packing industry in your neighbourhood nearer than 
Hamilton?—A. Well, not a full fledged packing house. That is, there are two 
small abattoirs, but they do no curing of meat. 

Q. They are like butchers?—A. Yes. 

Q. Killing?—A. Yes. 

Q. You do not handle any beef products?—A. We do not slaughter. 

Q. You limit yourselves to the pork products?—A. Yes. 


By the Chairman: 

Q. And you have been in the packing business for forty years?—A. Well, 
it began with my father about that time and it has been carried on by the family 
since. 

Q. And you operated successfully up to the last few years?—A. Up to, well, 
about three years ago I would say, after which time we have consistently shown 
losses. 

By Mr. Isley: 

Q. What pork packers are selling their products in the territory covered 
by you?—A. There are Canada Packers to start with; they are the largest, 
then Swift Canadian; F. W. Fearman, Hamilton; John Duff & Son, Hamilton; 
Dumarts Limited, Kitchener; J. M. Schneiders, Kitchener; Whyte Packing 
Company, Stratford, and Whyte Packing Company, Toronto. 

Q. Well now, do I understand it that these eight competitors of yours bid 
against each other for desirable accounts?—A. Yes, that is the case. 

Q. And I suppose that competition is accentuated by the depression ?— 
A. Undoubtedly so. 

Q. That seems to be the reason for the lowering of the price to the retailer, 
does it not, the accentuated competition between the pork packers for busi- 
ness in your territory?—A. Well, I can see no good can come out of it. I feel 
sure that they must be showing losses as well on that particular product. 


By Mr. Sommerville: 
Q. In that territory?—A. Yes, in that territory. 
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By Mr. Ilsleu: 

Q. I wonder what is the motive behind the competition. Is it to try and 
eliminate certain weak competitors, so that they can get the price in the terri- 
tory up to where it would be profitable?—A. It could be that. 

Q. Is it a matter of pride; you mentioned “ pride’”?—A. As one packer 
manager expressed himself to me he said: It seems to me as though the industry 
is in the hands of madmen, That is his idea and I fully agree, because they 
have been carrying on, especially in pork products, with no real object in view; 
nothing definite, just to get the business at any cost. ; 


By Mr. Sommerville: 
Q. At any price?—A. Yes, at any price, 


By Mr. Isley: 


Q. That applies not to one but to the whole lot of them, does it?—A. Well, 
my personal opinion is that that condition is forced on the other packers by the 
largest of them. 

Q. You mean the one largest?—A. Well, yes, 


By Mr. Kennedy (Peace River): 
Q. That is Canada Packers?—A. Well, that is my personal opinion, 


By Mr. Young: 


Q. On what do you base that opinion?—A, Well, of course cases have come 
to my attention where they have taken prices at a ridiculously low level, prices 
that we all know would show a heavy loss, and then they would go out and 
sell a smaller merchant at the proper price; in other words, there would be a 
spread in one salesman’s orders varying up to 3 cents a pound. 


By Mr. Kennedy (Peace River): 
Q. In the same territory ?—A. In the same territory. 
The CuatrMAn: That is the point I was mentioning a moment ago, 


By Mr. Young: 


@. Can you give us specific cases of that?—A. Well, I would not like to 
mention any names in the matter. 

Q. We would like to have them.—A. I have an idea it would affect our 
position materially to do that. 


By Mr. Ilsley: 


Q. This difference in prices, is it based upon volume of purchase?—A, Not 
exactly so, in some very small quantities, for instance, half dozen lots of any 
one pork product, and invoices have been shown to me where they have taken 
the lowest price for very very small quantities just apparently with an idea to 
get the business, 

Q. Yes?—A. That apparently was the object. 

Q. Take anything rather than lose the order?—A. Yes, 


By Mr. Young: 


Q. It is very difficult for us to investigate those cases and very difficult for 
Canada Packers to answer your charge unless we know the particulars. 
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By Mr. Sommerville: 


Q. Perhaps you might give to the committee in confidence the names of 
some of these persons so that we might make some inquiry with respect to 
same; I do not mean giving them publicly now, but hand the names in later — 
A. 1 could do that. 


By Mr. Ilsley: 


Q. Does this condition of price cutting obtain generally throughout the 
territory served by you?—A. Yes. JI cannot speak for other territories, I can 
only speak for the territory served by us, the territory in which we operate; 
that is the Niagara district. 


By the Chairman: 


Q. Do you contend that you are efficient and able to produce the products 
at a reasonably fair price?—A. Yes. As our statement would show, our over- 
head charges are very light. Naturally, compared with the larger, we haven't 
any high-paid executives. 

Q. How about your production and operation costs?—A. Of course, our 
operating costs have increased as the volume has reduced, 

Q. Quite so.—A. And as I tried to point out, for a time we tried and did 
keep our volume, but in so doing we sustained losses that were too great and we 
could not carry it on. 

Q. Could you supply us with some statements, your regular statements, or 
some statement showing your costs and so forth? Were you here yesterday?— 
A. No. 

Q. Well, if you could confer with Mr. Parry—Mr. Sommerville’s assistant 
—he will indicate to you the class of statement we want, and try to supply us 
with a few statements.—A. Yes. 

Q. A similar statement to what we had filed yesterday from other packers. 
—A. Yes. | 


By Mr. Edwards: 


Q. Do you make as complete a line of pork products as Dumarts and 
Schneiders, for instance?—A. No we do not. Pork products, as far as that was 
concerned, we practically do, but they make a great many lines, various lines of 
sausage that we do not make. 

Q. Are these salesmen that they have on a commission as well as a salary 
basis? —A. I do not think so. I believe the Swift Canadian Company offer 
bonuses for certain volume. 

Q. At the end of the year?—A. Yes. 


By Mr. Kennedy (Peace River) : 


Q. Has there been any improvement in condition since the price of hogs 
tightened up?—A. There was a difference in January, just following the first of 
the year when the price of hogs had gone up very sharply, and at a time I 
believe when the export business was quite good and profitable, and as long as 
the export business paid the large packers I understand they were quite willing 
to raise their prices for home business, domestic sales. 

Q. Was the cut-throat competition less, as far as you were concerned?— 
A. It really did not exist during the first three weeks of January, but then Just 
as soon as the export market weakened then down went prices, there seemed to be 
no bottom, and while we were able to show a profit in the month of January 
we more than lost all of that in the month of February and the succeeding 
months. 
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By Mr. Young: 


Q. You seem to be paying rather generous wages to your men. Do they 
have steady work at those rates?—A. Some of them, not all of them; some of 
the men are on part time. 

Q. 45 cents an hour is the average?—A. Of course, we have a very small 
staff and, I think, a very efficient staff now; there are so few of them, and those 
who are with us are still the best among the staff that we formerly employed. 


By Mr. Sommerville: 


@. And you have had them for some years?—A. Yes. 
Q. Married men?—A. Yes. 
@. With their families living in St. Catharines?—A. Yes, sir. 


By Mr. Factor: 


Q. Is it your opinion that the Canada Packers in your territory sell below 
cost, below their cost?—A. They do in many cases. In fact, I know that accord- 
ing to the salesman who canvasses ourselves, he always furnishes us with his 
cost; that is their rule. A salesman is given a sheet showing his cost and he is 
expected to make a profit over that, and there were times, after some pressure, 
when he was selling at less than his cost, that is to us, and I am sure that he has 
done it with small retail merchants as well. But what I have found is that on 
their staff of salesmen,—there are three men I have in mind working in the 
Niagara district; one covers St. Catharines, one Niagara F alls, and one covering 
Welland and the Port Colborne district. The St. Catharine man does not seem 
to break prices so frequently or so readily as the other two, but I think I could 
get evidence myself any day where the Welland man and the Niagara Falls man 
have taken business from retail merchants away below our cost and I believe 
below their cost. 

Q. Well, are there any instructions issued by: packers to their salesmen with 
some fixed price that they are to charge for their products, or is it entirely left 
to the discretion of the salesmen?—A. Well, some of them at least—I won't say 
all of them—but some of them are given quite a lot of authority. 


By Mr. Sommerville: 
Q. Latitude?—A. Yes. 


Mr. Kennepy (Peace River): This seems to be in line with Mr. McKenzie’s 
statement. 


Mr. SoMMERVILLE: * Well thank you, Mr. Moyer. 
Witness retired. 


A. B. SHrpHErD, examination resumed. 


By Mr. Sommerville: 


Q. Mr. Shepherd, I think you have for us a statement that was being pre- 
pared yesterday; has that been typed?—A. Yes. 


Mr. SoMMERVILLE: I want to examine Mr. Hutchinson on this. 
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CANADA PACKERS LIMITED 


DEPARTMENTAL ProFIt AND Loss AccouNT FOR THE YEAR ENDED Marcu 29, 1934 
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By Mr. Sommerville: 

Q. I wanted to have cleared up this question of costs of individual products 
in the packing industry. Perhaps you will be good enough to tell the committee 
just what is the general rule and what you know to be the practice in the packing 
industry with respect to costs of individual items and your further statement on 
that, Mr. Shepherd?—A. Dealing first of all with hogs in the packing industry, 
the operation of the hogs is known ag joint products. | 

Q. The operations are known as joint products?—A. Joint products, yes. 

Q. That is, the products of the hog constitute joint products?—A. In other 
words, a hog is bought as a hog then it is distributed into a number of different 
grades, and all those grades sell at different prices. I should have said “ cuts” 
instead of “ grades.” The cuts sell at different prices, with the result that it is 
impossible to determine the cost of any particular cut. And in support of that 
contention I propose to read a paragraph of a pamphlet prepared by Mr. J. H. 
Bliss, late of Swift & Co., Chicago, entitled “Cost Methods in the Packing 
Industry.” 

By the Chairman: 

Q. Where was this read?—A. This is a pamphlet prepared for the National 

Association of Cost Accountants. 


By Mr. Sommerville: 
Q. Of the United States?—A. Yes, and issued as one of their official publi- 
cations. Mr. Bliss says this:— 
Being Joint products (he is speaking now of hogs) it is impossible 
to figure the cost of each separately, though the cost of the whole group 
might be readily calculated. 


And further, I have before me a book written by Howard C. Greer, entitled 
“ Packinghouse Accounting,” and it is prepared by the Committee on Accounting 
of the Institute of American Meat Packers. Mr. Greer says in regard to cost 

accounting :— i 
Where markets are sensitive and frequent changes occur, the operator 
necessarily depends greatly upon his cost figures for information and 
guidance. The essence of the method of cost-figuring for joint products 
expresses the current market situation to the man who handles the mer- 
chandising transactions for such a business. Nowhere is this better illus- 
trated than in the hog business of the packing industry, where tests or 
estimated costs are prepared in this form daily for the purpose of indicat- 

ing the market relationships. 


Now, that shows that there is no possibility of arriving at what might be the 
actual costs. The same condition applies in regard to beef. 
Q. In regard to beef?—A. Yes. 


By Mr. Factor: 


Q. What is the object of splitting the industry into so many departments? 
You spoke yesterday of 70 departments. What. is the object in doing that?— 
A. If I might read from Mr. Greer. He says:— 


The development of departmental accounting in the packing industry 
results directly from the character of the business and its transactions. 
The managers of packing. companies handling various classes of live 
stock (cattle, sheep, calves, and hogs) and frequently having in addition 
allied industries, necessarily have to consider each division of the business 
as a unit. Moreover, the principal departments of a packing house 
establishment have the characteristics of separate business organizations 
in that these departments customarily buy and sell products and their 
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managers are held responsible for the conduct of merchandising transac- 
tions and the operations of their respective departments as though they 
were carrying on a separate and individual business. 

I think that expresses it very clearly. 


The CHAIRMAN: We are dealing of course, for the moment, with the Canada 
Packers, and Swifts, who are the two large packers in Canada. T hey copied the 
American system of packing house accountancy, as I understand it. 

The Wrrness: Generally speaking; that is to say, there are certain dif- 
ferences. 


The CuarrmMan: They have adapted the American packinghouse account- 
ancy system here. 


The Wirness: It is the same general system of accounting as is used in 
the States. 


By Mr. Factor: 


Q. Let me ask you this. Perhaps I should not put this question to you, 
but I have been worrying about it. Was the origin of the accountings moti- 
vated in any way by the large packing sndustries in the United States with the 
object, in case any investigation should arise, that it could not be investi- 
gated?—A. I do not think so. 1 think the system can be definitely 
stated as the only practical system that could be used from their standpoint. 
They must operate on department costs. You see, after all, it is no good to 
them to know the results of the operations of 70 departments in one figure. 


Mr. Sommervitte: They want to know the operations of each specific 
department of the 70 departments, so that they could put their finger on any 
trouble that would be indicated by those results. 

The Wirness: And the department managers are responsible for their own 
department. 


Mr. Epwarps: They have a very close running audit every day of the week. 
The Witness: Well, controlled, not exactly audit, but close control. 
Witness retired. 


Tuomas A. Hurcutson, called and sworn. 


By Mr. Sommerville: 


Q. Mr. Hutchison, you are an accountant?—A. Yes. 

Q. A member of the firm of Peat, Marwick, Mitchell and Company, 
Toronto?—-A. I am. 

Q. In connection with the audit or examination of the packinghouse indus- 
try, you particularly had to do with Canada Packers Limited?—A. Yes, I did. 

Q. You had a good deal of experience in the packing industry accounting, 
prior to that?—A. Several years. 

Q. So that you are familiar with the methods and accounting system in 
force in those industries?—A. The general principles would be the word, rather 
than the system. The system might be different in different firms. 

Q. In the examination of Canada Packers—perhaps | might ask you first 
of all—when the question was raised this morning about there being different 
prices quoted to different people, for the same product in the same town or city, 
did you make any observation of that condition in the books of Canada Pack- 
ers?—-A. Yes; there is no question of it. 

Q. No question?—A. No. 

Q. Did you take off a few samples in Hamilton and Niagara Falls during 
the month of May?—A. Yes. 

Q. Is this the result (producing) ?—A. This is the result we gave to you. 
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(). This is filed as exhibit 204. 

List of samples obtained from books of Canada Packers filed and marked 
exhibit 204. 

Without giving the names of the parties which are available on the exhibit 
for the members of the committee, did you compare actually the same grade as 
shown on the books for the various prices?—A. Yes, I think we designate on 
that sheet the grade which the records of Canada Packers show they shipped. 

Q. Take for instance, Niagara Falls, Ontario. On May 14th, they sell to 
firm A, one carcass of baby beef, good grade, at 104 cents a pound; firm B, the 
same day, one carcass of baby beef, good, 114 cents a pound; May 18, firm C, 
one carcass, steer, 550—what does that mean?)—A. That would be the weight. 

Q. 550 steer, medium grade, 9 cents; May 22nd, firm C— 


Mr. Instry: The same day? 


Mr. SomMervintE: Four days later. One carcass, 550 steer, medium, 104 
cents. Then, let us take Hamilton. May 2nd, firm A, one hind quarter, 550 
steer, fair—that is a definite grade? 


The Witness: “Fair” would be a definite grade. 


By Mr. Sommerville: 

(). 105 cents. Firm B, same day, 1 hind quarter, 550, fair, steer, 84 cents 
—a difference of 2 cents in that?—A. Yes. 

May 2, same day, firm C, one hind quarter, heifer, fair, 12 cents: May 1, 
the day before, firm D, 2 hind quarters, heifer, fair, 104 cents—a difference of 14 
cents; April 27, firm A, 1 side, 550 steer, fair, 9 cents; the same day, firm F, 1 
side, 550 steer, fair, 94 cents; May 8, firm G, 1 front, fair, heifer, 7 cents; May 
7, firm H, 1 front of heifer, fair, same grade, 10 cents—a difference of three 
cents in that respect; May 9, firm J , 1 hind quarter, medium, heifer, 12 cents; 
firm K, the same day, 1 hind quarter, medium heifer, 94 cents—a difference of 
25 cents; May 9, firm L, 2 hind quarters, heifer, 84 cents; the same day, firm 
M, 1 hind quarter, heifer, fair, 114 cents—a difference of 3 cents; May 17, firm 
N, 1 front, 550 steer, fair, 9 cents; the same day, firm O, 1 front, 550 steer, fair, 
7 cents; May 12, No. 2 account, 2 hind quarters baby beef, fair, 123 cents; 2 
hind quarters baby beef, No. 1 account, fair, 103 cents—A. That will be two 
steers for the same individual at different prices. 

Q. Two steers to the same man at a difference of three cents?—A. Yes. 

Q. Two hind quarters of baby beef here?—A. Yes. 


Mr. Kennepy (Winnipeg): How do you account for that? 
Mr. SoMMERvVILLE: Good salesmanship. 
Mr. Epwarps: All the traffic can bear. 


By Mr. Sommerville: 


Q. These are some sample indications?—A. Yes. 

Q. That you took from them covering beef alone?—A. Yes. 

Q. The same thing prevails with respect to other products?—A. We have 
some examples of it on hog products. 


By Mr. Factor: 


Q. Does that prevail throughout the dominion, or is that confined to this 
point?—A. I think it is particularly noticeable in eastern Canada, but it would 
cover the whole of Ontario and Quebec, anyway. The competition is more severe 
between salesmen at those points than it would be in other parts of Canada 
where there would be not as many salesmen going into one town. 
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By Mr. Young: 


Q. Do their prices for beef products fluctuate with the price of cattle? If 
during the day the price of beef cattle dropped, would it be reflected that day in 
the beef?—A. No, I do not think it would necessarily be reflected as rapidly as 
that. I cannot say how rapidly the salesmen would be advised of the changes 
in the cost of beef. 


By Mr. Sommerville: 


Q. Now then, with reference to the lower grades of beef, they are called 
what?—A. Cutter and boner. 

Q. Cutter and boner?—A. Yes. 

Q. Did you find a wide variation in the prices at which these lower grades of 
beef, cutters and boners, were sold to different customers?—A. Yes, a fairly wide 
variation. Of course in these cases they are not all being sold in the same terri- 
tory, and the freight differential would enter into it in each case, would enter 
into the difference in prices. 

Q. The variation would run from what prices?—A. We have not prepared 
an analysis on that basis. 

Q. Perhaps from the sheets that are before you you could give us the low 
price?—A. I think it would take me a little while to make that up. These 
are cutter and boner steers, cows, heifers, and bulls, and we cannot compare one 
with the other. 

Q. Let us take the lowest grade. What is the lowest grade?—A. The lowest 
grade would be the bull, but I notice here there are cows, fronts of beef, boner 
cows, I should say, sold at 34 cents. That is the lowest price at which they were 
sold during the week ending April 19. 

Q. What is the top price for cutters or boners?—A. I have here one at 43, 
another cow, boner cow front. 

Q. I thought there were wider variations than that?—A. One cannot com- 
pare a boner cow with a boner steer, because they are two entirely different types 
of animals. Nor would it be fair to compare a front with say a hind, because 
there is a two or three cent spread between the two. 

Q. The statement you have prepared, however, gives us some instances of the 
variations in prices of each of those cutters and boners?—A. Yes. 

Q. Let us have them please, and we will then examine them, 


By the Chairman: 


Q. Is there any indication of the extent to which these cutters and boners 
go into the fresh meat retail stores as meat consumption?—A. All these sales 
during that week, I presume, go to retailers. They might go indirectly to fox 
farms, but on the face of the shipment records, they go to butchers who would 
be retailing. 


By Mr. Sommerville: 

Q. I shall just give some of the locations. There are about 10 different 
individuals at Hamilton, then Port Dalhousie, St. Catharines, Welland, Port 
Colborne, Nova Scotia and New Brunswick, Bonaventure, Quebec, Merritton, 
Ontario, Chatham, Ontario, Preston, Ontario, Guelph, Owen Sound, Kitchener, 
Midland, Waubaushene, Elmdale, Craighurst, Port MeNicholl, Sturgeon Falls, 
Three Rivers, Quebec, and then there are about 20 more in Quebec, New Bruns- 
wick and Nova Scotia?—A. Yes. 


By Mr. Factor: 
Q. I suppose you cannot tell whether the retailer sells boner and cutter 
beef to the consuming public?—A. No, it would be impossible to tell that. There 
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is one case mentioned there, where I think they were sold—you will notice I 
have an asterisk there—to some city for relief purposes, That would be a clear 
indication they were used for human consumption. 


By Mr. Sommerville: 

@. Does this cover all the sales of cutter and boner grades for the entire 
week?—A, All in the shipment records we examined, That was a certain class 
of shipments. JI think there would be sales through their branches which we 
would not have seen. 

Q. Shipments?—A. Yes; this is the Toronto plant. 

@. That would not cover all the sales?—A. Some of the shipments to their 
branches they might not have a record of. 

@. But it gives an indication of the trade in that particular week, April 
12th to April 19th, 1934. 


By Mr. Kennedy (Peace River): 


@. Did I understand you to say that some cutter bull beef has been going 
out for relief purposes?—A. Yes. 

Mr. SOMMERVILLE: We have one case here of boner, 

Mr. Kennepy (Peace River): J wondered where some of it came from. 

Mr. SOMMERVILLE: One front bull, bright in flesh; the next one, 3 fronts of 
bull beef, the next one two fronts of bull beef, and so on down the line. 


By Mr. Ilsiey: 


Q. In those varying prices for beef that you have set out in the statement 
that Mr. Sommerville just read, are some of the prices below cost?—A. Some of 
them would be, undoubtedly. 

Q. The last witness said that salesmen are supplied with a list indicating 
the cost price?—A, When I say “ cost price” T should not say the cost, but the 
cost as they compute them; that is, they have what they call the beef cost 
record, on which they make a computation for their own purposes of the cost 
of beef carcasses, That includes the expenses, and these expenses include 6 per 
cent on the capital employed; and that is just a figure against which they com- 
pute the profit or loss on selling the carcass. 

@. I understood the last witness to say that the salesmen are supplied with 
something indicating the cost of the meat they are selling, is that correct?—A. I 
think I had better explain the method under which they retail, or their salesmen 


retail their products. 


By Mr. Sommerville: 


Q. If you will, please?—A. This is particularly true of hog products rather 
than beef. The salesman is given a price list which is made up each week. On 
that price list is the price the firm would like to obtain for their product. They 
don’t anticipate they will obtain it, but they would like to obtain it. Against that 
list is set a code with letters designating the number of cents below the price listed 
on the price list which the salesman can sell the product at. That is the price which 
he is expected to obtain for that product. He must obtain that. Above that there 
may be a 8-cent margin to the retail selling price which is put on the selling 
price list. 

By the Chairman: 


Q. This is a margin of freedom in which he can use his judgment?—A. Yes, 
that is so. He might have hams, we will say, listed at 22 cents on the selling 
price list. The code would show that he could sell them down to 20 cents. 


t 
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By Mr. Ilsley: 


Q. Would he be permitted to get more?—A. Yes, I think so. I won't say 
definitely, but he is allowed to take what price he can get, anywhere between 20 
and 22 cents. I would not say definitely he can take more than 22. 

Q. You don’t know that?—A. I don’t think they could, because the retail 
trade would know if they are being charged. 


By Mr. Factor: , 
Q. Is 20 cents below the cost, according to their system?—A. You can’t say. 


In the case of hog products it is impossible to say whether it is below cost. 


By Mr. Sommerville: 

Q. Perhaps you will explain to the committee how that salesman operates 
in the matter of his own sales, the sales costs and what he gets?—A. Take this 
example I was quoting of the 20 cent price; anything the salesman can obtain 
over 20 cents is known as his margin. If he obtains 21 cents, he gets 1 cent 
margin a pound on selling this ham, I think I quoted. At the end of the week they 
add up all these margins which he obtained on all his sales for the week, and 
against that they apply his salary and travelling expenses and a certain propor- 
tion of overhead and operating expenses of the plant as a whole. He is expected 
to show a profit; that is, his margins obtained from selling should exceed those 
expenses which they charge him with. 

Q. From your examination did they exceed that? In the tests that you took 
of the various weeks, did they exceed the margins that were set out, or the costs? 
__A. We didn’t examine it from that point of view, and particularly not their 
individual salesmen. The best thing I could quote would be from this statement 
that you have in front of you. The car route selling department for the year 
ended March 29, 1934, made $11,907.13. 

Q. Interpreted, what does that mean?—A. That would mean that the margins 
which the salesmen obtained exceeded the costs with which they were charged 
by $11,907.13. 

Q. That is net?—A. Yes. 

Q. But then that may involve a very large volume?—A. Yes, it would. 

Q. That involves the volume of all the sales?—A. Well, all of the sales sold 
through the car route department. 

Q. And that may involve heavy losses on one product and heavy gains on 
another product?—A. It might do so, yes. 

Q. Have you any examples of that particular phase of it, of the car route 
selling department, reflecting gains in the one case and losses in another?—A. 
Well, I can quote some margin figures on provisions. 


By Mr. Ilsley: 

Q. Just excuse me a minute. Before you go into that, I would like to under- 
stand these margins. The sum of these margins to the salesmen is supposed to 
exceed what?—A. The expenses with which they are charged. Those expenses 
will be their salary, their travelling expenses and a proportion of the operating 
and overhead expenses of the organization as a whole. 


By Mr. Sommerville: 
Q. Charged to the selling department?—A. Yes. 


By Mr. Ilsley: 
Q. Suppose a salesman went down to the code minimum on every sale, what 
would happen to him?—-A. He would be showing heavy losses all the time. : 
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@. Then he would lose his job, I suppose?—A. Well, I won’t say that. They 
would want to know why he was showing heavy losses. 
Q. He is given that discretion?—A. Yes. 


By Mr. Sommerville: 

Q. For instance, if he went down to the code and sold at the code, just 
showed the clearance that he sold at the code, there still: would be a profit of 
6 per cent in the product that had been sold?—A. If he sold exactly at the code 
price, his week’s operations would show a loss on the entire amount of expenses. 

Q. Of selling?—A. Yes, 


By Mr. Factor: 

Q. You heard Mr. Moyetr’s evidence this morning where he said that Canada 
Packers were selling pork products below cost in this territory ?—A. Yes. 

@. From the books, have you got any illustrations to give us that would 
corroborate that?—A. I think we have already said that to determine the cost 
of an individual pork product is not possible, but that you could determine it 
in the total, that is for the total dressed hog carcass. But once they have 
broken it up into cuts, you can’t determine the cost of an individual cut, 

@. How could Mr, Moyer tell that it is below cost of Canada Packers? 


By Mr, Isley: 
Q. Mr. Moyer meant their code minimum, didn’t he?—A. He may have 
meant the code minimum. I would not like to say what he meant. 
(. That would be cost, including 6 per cent on investment, according to 
your computation. 
Mr, SomMmervitiE: They are calculated costs. 


By Mr. Isley: 


Q. Yes, that is the way I would understand it, jumping to a lot of conclu- 
sions in understanding it in that way. I understand that they fix the code 
minimum at what they consider to be their cost, including, as you state, 6 per 
cent on their investment?—A. Yes, 

Q. And they don’t let their salesmen go below that, If their salesmen had 
made all the sales at that, the company would be out. They would have 6 per 
cent on their investment, but they would be out the salaries and expenses to 
the salesmen?—A. Yes. 

Q. The selling cost?—A. Yes, 

Q. They would be out that?—A. Yes, the entire selling cost. 

Q. They give him that discretion to enable him to grab some business from 
competitors, It would never do for him to do too much of that, but he can do 
some of it for the sake of getting business from competitors, is that it?—A. I 
would think it is a matter of personal incentive, in a sense, It makes the sales- 
man try. He wants to try and show a profit on his own route, and makes him 
go out after the best price and obtain the largest volume that is possible. 


By Mr. Factor: 


Q. If he wants to get business, he will go down to the code?—A. Of course, 
if he goes down to the code all the time, he will show a loss on his route. 


By Mr. Sommerville: 


Q. But he may go down to the code in certain areas and make it up in 
others?—A, It was explained to me by some of the employees of Canada Packers. 
What I think he does is this: He might go into a butcher’s and find that in order 
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to get business in bacon, he had to cut the price of hams. In that case he would 
cut on the hams and obtain his price on the bacon. The next man he went in to 
see might be the exact reverse, He might have to cut the price on bacon to get 
the price on hams. 

Q. We find these variations that you have referred to prevailing, on the 
previous exhibit, in beef?—A. Yes. 

Q. Where he had a wide variation?—A. Yes. 

Q. And in some of these cases he may be below the margin, may vary as 
much as 3 cents a pound on beef?—A. Yes. 

Q. Some of the same beef selling at 9 cents to one man and at 12 cents to 
another, on the same day, in the same town, the same quality?—A. Yes. 


By Mr. Factor: 
Q. There is no code in beef, though?-——A. I would not like to say that. J 
was specifically interested in pork in certain of these inquiries. I didn’t ask 
the conditions in the beef. 


By Mr. Sommerville: 
Q. Does not the same system prevail in all the live stock products?—A. 
The car route selling system prevails on all the products, but I would not like 
to say what code they use on the beef, just how they figure it. 


By Mr. Ilsley: 

Q. How much variation is there? Can you give us an idea of how much 
they can discriminate as between their customers in this way?—A. In the code? 

Q. Yes?—A. Well, the margin runs from 1 cent up to 25 cents. That is the 
margin. But the 25-cent margin, of course, may apply on products sold by the 
ton or the hundredweight. It does not follow that any of these margins can 
apply to different quantities. That would be the difficulty there, in judging it. 
I can give you the way it runs: 1, 14, 2—those are cents—23. 

Q. Per pound?—A. Well, it is per unit, whatever the price is given in. It 
might be a barrel or might be a ton. 


By the Chairman: 
Q. Those that you gave us this morning were on pounds?—A. Yes, they 
were pounds. That would be more likely on this first one I mentioned. 1 cent, 
14 cents, 2 cents, 24 cents, 3 cents, 33 cents, 4 cents. 


By Mr. Ilsley: 


Q. You are giving the difference between the list price and the code now, 
are you?—A. I am just giving the code. I have the code here. I have the 
sapere applied against each letter. The first letter is 1 cent; the second letter 
is 14 cents. 


By Mr. Sommerville: 
f ye If the code had the first letter on it, it would mean a 1 cent margin ?— 
. Yes. 

Q. And if it had the second letter, it would mean a 14 cent margin; if it 
had the third letter, it would mean, as you state, a 2-cent margin?—A. I think 
I can give may be one or two examples of the spreads here. I have smoked 
me oe On Maple Leaf hams, the week ending April 7, 1934, the margin 
was 3- cents. . 


By Mr. Factor: 


Q. Between the code and the selling price?—A. Between the selling list price 
and this code price. oi A 
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By Mr. Sommerville: 


Q. That is, they had a leeway of 3 cents?—-A. Yes. 
Q. The salesmen had, on that product?—A. Yes. 


Mr. Factor: Per pound. 
Mr. SOMMERVILLE: Per pound, yes. 
The Witness: I have here Maple Leaf sliced backs, 4 cents on this week. 


By Mr. Isley: 

Q. The effect of all that is just this, that a leeway is given, irrespective of 
volume altogether. Irrespective of the volume or quantity that the purchaser 
buys, the salesman is allowed to cut prices within a certain range there?—A. The 
salesman is really put in the position of a trader within his territory. I don’t 
think the manager of the department or of the business concerns himself with 
the individual sales. He concerns himself with the results shown by the salesmen. 


By Mr. Sommerville: 
Q. The net result at the end of the week?—A. Of the salesmen, yes. 


By Mr. Factor: 


@. Did you ever find any illustrations where they sold below the code?— 
A. Well, we never looked for any and we didn’t find any. We might have noticed 
them if we had been specifically looking for them. They would not sell below 
the code without instructions from their head office or from the manager of the 
department. 

Q. I think we had some evidence along that line from one of the witnesses. 
Now, going back to this exhibit that you have put in of the prices of beef sales 
for cutter and boner grades during the week of the 12th to the 19th, I observe 
that there are two grades. One is cutter and the other is boner?—A. Yes. 

. And in this large list of sales of cutters, the prices range from 34 cents 
to 10 cents over these various customers who are buying cutters?—A. Yes. 

Q. That may be affected by whether they are hind quarters or fore quarters? 
—A. And also whether they are steers, cows or bulls. 

Q. That is for cutters?—A. It is hardly on the basis of comparison unless 
you break it down into the kind of animals and the kind of cuts. That could be 
done fairly rapidly, if you would like to have that done. . 


By Mr. Factor: 
_ Q. You did give us an illustration of the same grade, and of the same animal 
being 3 cents and 4 cents?—A. 35 or 4 cents. 
Mr. SoMMERVILLE: We will have that done later. 


By Mr. Iisley: 


Q. Did Swifts have the same system of giving their salesmen leeway to 
trade?—A. I didn’t examine the accounts of Swifts, and I could not tell you that. 

Q. You don’t know anything about other meat packers?—A. Well, I was 
specifically concerned with Canada Packers in this investigation. 


By Mr. Sommerville: 


Q. Looking at the sheet before us, this sheet has been prepared as showing 
departmental profit and loss account for the year ended March 29, 1934?—A. 
Yes. 

@. And in the first column it includes the interest charges that have been 
made ~ each of these departments by Canada Packers’ head office, is that right? 
—A. Yes. 
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Q. And in the second column it eliminates the interest charges that have been 
made to the departments?—-A. With the exception of an item you will notice at 
the foot, $382,000. 

Q. With the exception of the item at the foot?—A. Yes. 

Q. Just as an illustration to the committee of the difficulty of ascertaining 
the difference between the price paid for the live animal and the price obtained 
for the beef, will you indicate to the committee where the various parts of the 
animal are to be found in this statement?~-A. Yes, I will. The beef department 
listed first includes the sale of the beef in sarcasses and cuts. The by-products 
would include the handling of the hides, what they call tallow, edible tallow, 
obtained from the animals, and also fancy meats which would be livers, tongues 
pale on; and the casings include beef casings. The sausage would include some 

eef. 

Q. So that if you show, according to this statement, a loss in the beef depart- 
ment, that covers only certain cuts of carcasses?—A. The beef department covers 
the carcasses and what are known as the beef cuts. 

Q. And the by-products, which show a profit there of $549,000 contain 
these other parts of this same animal?—aA. Yes, they do. 

Q. And the casings department, which shows a profit of $200,000 odd, con- 
tains other parts of this same animal?—A. They do, yes. 

A i And the sausage and cooked meats department contain other parts?— 

. Yes. 

Q. So that if you wanted to reassemble the animal, you would have to get 
the parts from these various departments?—A. Yes. 

Q. And the costs and the profits made on each of these departments would 
have to be taken back?—A. Yes. 

Q. To ascertain what was the price obtained for the original animal?—A. 
Yes. 

Q. Is not that the difficulty that exists in connection with the industry? 
_-A. In certain departments it would be impossible. For instance, in the 
sausage department, if you sell sausages containing both beef and pork, you 
can’t determine how much the beef was sold for and how much the pork was 
sold for. 

i By Mr. Factor: 

Q. Take the profits from by-products and the casings. They total $749,000 
odd of profit, and the loss on the beef is $813,000?—A. Yes. 

Q. So that even taking the profits on the by-products and casings, it still 
shows a loss?--A. That is right. Of course, you should not take the whole of 
the casings. Those are casings from beef, sheep, lambs, calves and hogs. But 
it still shows a loss, as you say. 


By Mr. Sommerville: 

Q. But in that item of loss are interest charges?—A. Yes, interest. 

Q. Then when these products are produced, they go to the sales depart- 
ment?—A. That is right, yes. 

Q. And then the sales department handles the selling end?—A. Yes. 

Q. And on that there may be, as I understand it, a loss in one variety of: 
product and a profit on another?—A. I would not say exactly that. I would 
say that they obtain different margins on different kinds of products; and no 
one can determine the cost of selling beef as against pork when they are all sold 
through one agency or one department. 

Q. Yes, but what did you find, for instance, in arriving at a net figure of 
$11,000 as a profit on car routes selling departments, as to profits in one branch 
as against losses in another branch of the industry?—A. I estimated that the 
provisions department margins ‘n the week ending January 4, in the four weeks 
period ending January 4, 1934, and March 29, 1934, exceeded the average expenses 
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of selling by 55 cents a hundred pounds. That would represent 55 cents a 
hundred pounds profit or margin in that department, and that applied on the 
total sales of provisions through the car routes department would amount to 
approximately $100,000 during the whole year. 

Q. Take the total meat and by-product departments, if you include interest 
charges it shows a loss of $189,000 odd, is that right?—A. Yes. 

Q. And excluding interest charges, a profit of $308,999.37?—A. Yes. 

Q. The difference being made up in the interest charges only?—A. Yes. 

Q. In other words, the 6 per cent difference has accounted for the set-up?— 
A. For that change. 

Q. And then would not the question of profit in each department depend 
upon the price at which that is transferred from one department to the other? 
—A. Yes, sir. 

Q. So that you may have in the case that you have given us, of provisions, 
where you say the profits on provisions in the selling department for the year 
would amount to $100,000, does that not really mean that the selling depart- 
ment got those products at $100,000 less than their real value to the company? 
—A. Of course, that is a difficult statement to answer because you cannot say 
that it is an excess of the average margin over the average expenses. 

Q. Of the selling department?—A. Yes, the average margin of the provisions 
department over the average expenses of the selling department as a whole. 
The trouble there arises in what are the costs of selling of provisions, that is, 
pork products, as against selling beef products. 


By the Chairman: 

Q. Well then, just follow that point of provisions. In your statement you 
show on provisions here a loss for that year of $138,000?—A. Yes. 

@. Now, is that loss— —A. That is after interest. 

Q@. After interest, yes. That loss then is at the figure that is arbitrarily 
fixed when it is passed on to the selling department?—A. Yes, certainly. 

@. And then the selling department took hold of the provisions, sold them, 
and made a profit of $100,000?—A. Yes. 

(. Would it be fair then to say that this is before interest was taken off, you 
deducted $100,000 from the $188,000 and you would get a net loss of $88,000 on 
provisions?—A. Yes, that is correct. 

(. So with interest eliminated it would show?—A. $189,000. 

Q. It would be more than that. Take the selling department. Have you 
got that broken down there without interest?—-A. You mean the $65,000? 

Q. You gave $100,000 profit on provisions.—A. Selling through the selling 
department, yes. 

Q. But how about it without interest?—A. You mean, there is interest at 6 
per cent in the costs of the selling department? 

Q. Yes.—A. Yes, this would amount to about 4 cents per hundred pounds, 
I think, which would represent about $8,000 or $10,000 for the whole year. 

Q. There would be about $110,000?—A. It would not be more than that. 

‘ Q. Plus the $89,000, which would be about $200,000?—A. Approximately 
200,000. : 

Q. In the provision department if you eliminate interest?—A. Yes. 

Mr. Facror: ‘There is one interesting item there, Mr. Chairman, the Fer- 
tilizer Department. 


The CuarrMAN: That shows a profit all across the board. 
_ Mr. Factor: We had a gentleman here from the Fertilizer Association who 
painted a pretty blue picture to us about the fertilizer situation. 


Mr. SOMMERVILLE: This is the Fertilizer at the Toronto branch which covers 
western Ontario. 
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Mr. Factor: Yes, the Fertilizer Department. 


Mr. SoMMERVILLE: The Fertilizer Department, showed a profit with interest 
charges, of $73,790.99, and without interest charges $98,776.69. 


Mr. Factor: If I remember the evidence correctly at that time, the presi- 
dent and secretary of the Fertilizer Association told us they had a loss of $100,000. 


Mr. Younc: That is the commercial fertilizer. 
Mr. Factor: What is this? 


Mr. SoMMERVILLE: ‘This is the same thing because you will remember the 
statement was made that the secretary of the Fertilizer Association of Ontario 
is Canada Packers representative. 


Mr. Younc: What do they mean by “ tankage’”’? 
The Witness: So as not to mislead you too much, I ought to mention 
that the year 1933 showed a loss in fertilizer, and it is possible that the secre- 


tary of the Fertilizer Association was dealing with 1932 figures. That might 
mislead you. 


By Mr. Edwards: 


Q@. You are speaking about the sales and the way the overhead was added 
to the cost of selling; the overhead and operation of the plant was added to the 
cost of selling—A. Yes. 

Q. Is that the general basis?—A. Well, this is a method of carrying on 
business peculiar to the packing business, that is, selling through a special depart- 
ment. 

Q. Well, would not that have a tendency to show that the cost of selling 
was just that much higher; for instance, if a salesman thought he should have 
more salary and they say: {This is what it is costing us to sell and he says 
look at the overhead and the interest charges—A. I do not think you can 
say that. This interest charge and overhead charge, as I think we mentioned, 
is included in all these departments. It is Just the general practice of the com- 
pany to charge overhead, which includes interest, to every department, every 
operating department in the company. 

Q. Is that the general practice of industry, manufacturing concerns par- 
ticularly, where you bring the cost of your product, your overhead and so forth, 
the finished product to your salesmen and then from there on you add your sell- 
ing cost?—A. It is hard to make a general statement of that kind. I think 
yesterday Mr. Shepherd mentioned that some manufacturing industries added 
interest into their costs and some did not. Therefore, you cannot lay down a 
rule on that. I would say that myself. 


By Mr. Factor: 


Q. Mr. Hutchison, this final analysis in this statement—just correct me if 
I am wrong-—shows that the net profit before providing for income tax is 
$1,881,000 odd?—A. Yes, that is what it shows. 

Q. Is that the net result of the operation of the Toronto plant, or what? 
—A. No, that is for the organization as a whole. 

Q. The organization as a whole?—A. Yes, Canada Packers Limited con- 
solidated profit and loss account. 

Q. In other words, they made $1,881,179.76 for the year ended March 29th, 
1934?—A. Before providing for income tax. 

Q. Before providing for income tax and eliminating this interest?—A. 
Well, you notice at the foot of that sheet that the amount is the same whether 
they eliminate interest or not. 

Q. Yes, and charge interest—A. The interest figure remains in at the foot 
of that first page; it is added back. 
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By Mr. Sommerville: 


Q. It means that the net profits were $1,881,179.76 after providing a sum 
of $750,000 odd for depreciation?—A. Yes. 

Q. And before providing for income tax $430,000?—A. Yes. 

Mr. Youne: And that is on a total turn over of how much? 

Mr. SoMMERVILLE: $54,000,000. 

The CHAIRMAN: Well now, are there any further questions? I do not 
think we will go on with another witness before lunch, if it is agreeable to the 
committee, and we will meet at 3.30 to hear the Swift man and another witness 
this afternoon. 


The committee adjourned at 12.30 to meet again at 3.30 p.m. 


AFTERNOON SESSION 
The committee resumed at 3.30 p.m. 
Joun H. Tapiey, called. 


By Mr. Sommerviile: 


Q. Mr. Tapley, you are the manager of the Swift Canadian Company, Lim- 
ited?—A. Yes, sir. 

Q. And you have been for some years?—A. Yes, sir. 

Q. During what period?—A. About 14 years, 

Q. And their head offices are in?—A. Toronto. 

Q. And how many plants have you in Canada?—A. Six. 

Q. Located where?—A. Moncton, Toronto, Winnipeg, Moose Jaw, Edmonton 
and New Westminster. 

Q. And each of these six plants is operated as a packing plant?—A. As a 
separate unit. 

Q. As a separate unit?—A. Yes. 

Q. You have not a consolidated statement of the operations of your company 
of all the plants in Canada?—-A. Each one have their own statement and then 
they are brought into Toronto. 

Q. That is, the net result?—A. The net result. 

Q. But I understand there is no single consolidated statement in existence 
of all the plants?—-A. That is correct. 

Q. And then you operate your business by department?—A. Yes, sir. 

Q. And you have about how many departments?—A. 70 or 80. 

Q. And each department is operated separately?—A. Yes. 

Q@. And each department’s accounts are kept in the department separately? 
—A. That is right. 

And then you just get the net result from each department?—A. Yes. 
And that is the packing house method by which your accounts are kept? 
—A. That is the general custom. 

Q. I think you heard Mr. Shepherd this morning read the statement of Mr. 
Bliss of your company?—A. Yes. 

Q. And do you agree with that statement?—-A. I do. 

Q. You have no means of getting the separate costs of the various compon- 
ents parts of an animal when it has been broken down?—A. That is right. 

Q. And, therefore, your costs whether of hogs, or cattle or other live stock 
are based on an estimated basis, are they not?—-A. The dressed costs are accur- 
ate; beyond that they are estimated. 


Q. 
Q. 
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Q. Yes, beyond the dressed costs then they are estimated based upon past 
experience?—-A. The value of one particular cut depends on what you are to get 
for the other cuts in the same carcass. 

Q. And those estimates are a sort of arbitrary rule that you use in fixing the 
prices at which the product is transferred to another department?—A. That is 
right. : 

Q. And then all those products pass through to your sales department, or to 
your export department, or your branch department?—A. That is right. 

Q. And is sold in that way?—A. That is so. 

Q. And then there is a profit reflected in the sales department, we hope?— 
A. We hope. 

Q. Now, can you furnish the committee with a statement of the volume of 
your purchases of live stock during the past two years?—A. You mean the value? 

Q. No, the volume, the number of heads of cattle, hogs, sheep and calves?— 
A. I have not that with me. I understood the auditors would naturally work 
that up when they were at our plant. 

Q. I see. Well, will you send that in to the committee?—A. I will be very 
glad to. Do you want that in head or weight? 

@. We would like to have it in both head and weight—A. Of all live stock? 

Q. Yes—A. At each of the plants? 

Q. At each of the plants, yes—A. All right. 

Q. And if you will be good enough to indicate the proportions that have been 
bought by direct shipment, or by truck, or on the stockyard. 


Mr. Facror: We have got that, have we not? 

Mr. SOMMERVILLE: Not the total. 

Mr. Younc: Just hogs. 

Mr. SomMervILLE: And then we had it for the particular plant in Toronto. 
Mr. Younc: For several plants, Winnipeg and Edmonton. 


By Mr. Sommerville: 


Q. I would like you to have a look at the statement that was put in by the 
auditors for Wilsill’s plant showing the condensed statement of operations of the 
plant; I would like you to look at page 2246 of the evidence and ask you, Mr. 
Tapley, if you have a similar statement for your entire company’s operations?— 
A. We may be able to give you one fairly close to this, but whether it would be 
exactly the same I would not be able to say. 

Q. Made up from the nets of your various departments?—A. Yes. 

Q. I see, but this is an exact statement of the entire operations, you will 
see, the total amount of your purchases, the total costs of your operations, the 
total gross profit---A. Well, there are some items in there that it would be very 
difficult to get in just this shape. 

Q. That is because of the departmental method by which you operate your 
business?—A, That is right. 

Q. I just wondered whether you had that available—A. That is the kind 
of statement that is very simple to work up where you have only one unit, but 
when you have a number of units it is quite difficult. 

Q. And it is a matter of considerable expense?—A. That is right. 

Q. And it is really of little use to you in your operations?—A. No use at all. 

Q. You have got to have?—A. Each unit separately, 

Q. Well, you buy some of your live stock on the stockyards at the various 
cities where your plants are?—A. Yes. 

Q. And some by direct shipment?—-A. Yes. 

(). And some by truck, do you not?—A. Yes. 
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Q. We have had some evidence here, that as the result of direct shipments 
when you have a large quantity coming in by direct shipment it places the 
packer in a position where he may stay off the market for a while. Do you 
agree with that, Mr. Tapley?—A. No, 1 do not. 

Q. Well, what explanation have you for that statement?—A. I never heard 
of it before I heard of it in connection with these proceedings. All I can say is 
that in any of our operations we have never, as far as I know, set up the fact 
that we had surplus stock that would enable us to lay off the market. 

Q. That is, you have never deliberately stayed off the market because you 
had surplus stock?—A. That is right. 

Q. That is what you mean?—A. That is what I mean. 

Q. That was not exactly the question I was asking you, Mr. Tapley. The 
very fact that you did have surplus stock would enable you, if you desired to do 
so, to stay off the market for a while?—A. If we wished to, I suppose. 

Q. Yes, and that would have the effect of making the market a slow market, 
if the others were to do the same?—A. If everybody did the same thing then 
the market naturally would be delayed in opening, so to speak; trading would 
not start until later on. 

Q. Well, we have had some evidence that frequently trading does not really 
start until say the afternoon of the opening day of the market?—A. That is not 
our experience. 

Q. That is not your experience?—A. No, Our buyers start to buy the 
minute the bell rings, as close as possible to it. 

Q. And are they keen buyers throughout?—A. It depends on the values and 
whether or not the results are profitable, or reasonably close to profitable. If 
they are bad then it might be a different thing; we either have to get higher 
prices for our product or lower prices for our live stock and then I imagine they 
would not be quite so keen, 

Q. And would not their keenness be affected by the supply?—A. I do not 
think so, sir. I think the keenness of the buying would depend more on whether 
or not the business were profitable. 

Q. Mr. Tapley, would you prefer to have all your buying done on the 
stockyards and where all the packers would have an equal chance at all the 
stock that is offered?—A. Our position on that is this: We are willing to buy 
live stock anywhere the owners wish to operate, either stockyards or direct. 
Naturally it depends quite a lot on the plant entirely. For example, we are 
situated adjoining the stockyard. The stockyard operations there fit into cur 
business reasonably well; but take, for example, live stock east of Toronto 
which naturally might flow to Montreal where we have not a plant, then in that 
kind of situation I think we will probably be more interested in receiving receipts 
direct, because tie natural flow of that live stock in that district would be away 
from us instead 01 towards the stockyards where we are located. Then you take 
another situation at Moose Jaw: If we had to operate our plant—as far as our 
experience has been—entirely by stockyard purchases there we would not get 
enough to operate the plant economically and we might have to close down, and 
in a situation like that I think our Moose Jaw management would have to go 
where the live stock is. 

Q. But then would he not be in a position to buy other live stock on this 
stock market where it is offered?—A. No, I do not think so because he would 
have to buy to advantage at some point in the country where he would get a 
direct freight haul to his plant rather than a freight haul into some stockyard 
west of Moose Jaw, let us say, and then from that stockyard to Moose Jaw. 

Q. Yes.—A. By the time he manufactured these animals into the finished 
product and shipped them to his markets in the east, or wherever they happened 
to be going, I think it would be economically unsound. I do not think he could 
compete. 


— 
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Q. There is a stock market in Moose Jaw, is there not?—A. There is, yes. 

Q. Well then, if all the cattle were offered in that district, or all the live- 
stock in that district were offered at the stockyards in Moose Jaw you would 
have the same conditions prevail as at Toronto—A. If there was enough of it 
to carry on with and providing competitors were not buying live stock to better 
advantage somewhere west. 

Q. Yes, but you also buy hogs at your Toronto plant; you buy western live 
stock and bring it in here, do you not?—A. Direct? 

Q. Yes?—A. In a limited way. 

Q. Where do you use the hogs that you buy in Alberta?—A. We do not bring 
any hogs from Alberta to Toronto. 

Q. You use them in the west?—A. We use them largely in the west and we 
have some killed in Montreal. 

Q. Western hogs killed in Montreal?—A. Yes, sir. 

2. Will those brought from Alberta to Montreal be killed for you?—A. That 
is right. 

Q. That seems to be a long haul. Now, does that fit in with your argument 
that it is economically unsound if your hogs come from somewhere in Alberta and 
then to Moose Jaw?—A. Well, that is a direct haul to Montreal. 

Q. Well, but it is a hau] that has a charge of 1-14 per hundred——A. That is 
the same as our competitors have to pay, so we are not at any disadvantage. 

@. All your competitors are at the same disadvantage, you say, but they 
have not the same advantage at Moose Jaw, or at least they have not got the 
same advantage as you have there?—A. The competition at Moose Jaw is very 
limited. 

Q. You cannot have plants wherever your competitors are, at all the points, 
can you?—A. Not very well. 

Q. Well now, from the standpoint of the farmer though, from your observa- 
tions would it not be in his interest to have the live stock offered on a public 
market where all the packers and all the buyers might have an opportunity of 
buying that live stock.—A. It seems to me that is something for the producers to 
express their point of view on. 

Q. Well now, you are being given an opportunity as a processor?—A. I have 
not got a very definite opinion on that, but I presume from the fact that they do 
ship direct it must be to their advantage. 

Q. Well, does that necessarily follow?2—A. Not necessarily. 

Q. No, but it might be to your advantage if they ship direct—A. It may be 
or it may be the reverse. 

Q. Is it not a fact, generally speaking, that your dressed costs on direct 
shipments are less than your dressed cost on stockyard shipments?—A. I think 
in a general way it may be a little less, but sometimes we find it the reverse, and 
over a year’s business I would think it would be fairly comparable, if you check 
grade for grade; when you check a month’s operations it may be that the per- 
centage might show in favour of the direct shipments, but I do not think that 
would be a very true comparison. 

Q. It has been shown by the auditors statements, that for the four week 
periods in all the plants there seems to be a general uniformity in the experience 
that the direct shipments showed a lower dressed cost than those bought on the 
stockyards?—A. I think in a general way that is correct. 

Q. And still lower costs in respect to truck hogs than stockyard hogs?—A. 
Stockyard hogs include truck hogs also. | 

Q. I mean direct truck hogs?—A. You mean truck hogs against all hogs 
received from the yards. 


Q. Yes. 
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By Mr. Kennedy (Winnipeg): 


Q. Does any other element enter into that increased price other than the 
matter of the price paid for the stock? Let me put it this way: As Mr. Sommer- 
ville pointed out, the auditors’ statements appeared to show that stock purchased 
through stockyards the average price was higher than for those purchased through 
direct shipment. 


Mr. Younc: It does not show on the statement here. 


Mr. Kennepy (Winnipeg): I think you will find it there. Now, what is the 
factor that makes that price higher, is it the price paid to the producer, or any 
other factor? 


The Wrrness: Mr. Sommerville as I understand it, all the way through, has 
referred to dressed costs in making his comparisons. The live costs really have not 
the full bearing on it; your general condition of live stock might be higher or 
lower, and it depends on the yield. 


By Mr. Sommerville: 


Q. Yes, but you estimate on your dressed costs, you do not estimate on your 
live costs when you are dealing with your product.—A. | do not know what 
you mean by estimate. 

Q. Well, you figure your costs on your dressed costs, on the basis of your 
dressed costs?—A. That is right. 

Q. Yes. Now your dressed costs, in each case, take into consideration your 
yield and the price you paid for the product and the cost of your dressing —A. 
Except hogs. 

Q. Except hogs?—A. Yes. 

Q. The cost of dressing is not taken into consideration—A. Not dressed 
costs. 

Q. But in the other products the same factors are taken into consideration, 
the original cost of the product, and the yield from that particular product?— 
A. That is right. 

Q. Yes, so that then when they are on the rail you get to a comparable 
cost?—A: That is right. | 

Q. Taking those two factors into consideration?—A. Right. 

Q. And that gives you a picture of just how these various purchases com- 
pare with one another when they are on the rail dressed—A. If you are dealing 
with the same grade of live stock, yes. 


By Mr. Young: 


Q. In this statement here of your purchases for the period September, 
1933, I notice at Toronto you paid 34 cents less for what you paid in the yard 
than for what you paid by direct shipment. In the same week at Edmonton 
you paid 20 cents more, and in December you paid 7 cents more in Toronto 
and 68 cents less in Edmonton. Can you explain how that came about?—A. 
ha} would depend entirely on the live stock and the yields and all these other 
things. 

Q. You mean just the average outturn in grading of the hogs bought in the 
yard would be better this week and next week at the packing house?—A. That 
often happens. 

Q. You sometimes pay higher prices at the packing plant than you do at 
the yard, and you say that would depend on the quality of the stock, but if 
the reverse is true, that you are paying higher prices in the yard than at the. 
plant it would be attributed to the same cause, would it?—A. I think it depends 
a great deal on the condition of the animal and your yield. 
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Q. Do you pay a better price, other things being equal, for the stock you 
buy in the yard than what you pay direct at the plant?—-A. No, I do not think 
so. We try to make our prices fairly close. 


By Mr. Sommerville: 

Q. Mr. Tapley, do I understand you to say that you pay as much for your 
direct shipment product as you pay for your stockyard purchases?—A. We 
endeavour to, yes, sir. 

Q. Generally speaking?—A. Yes, sir. Our policy is to pay the market and 
we assume the market is fairly parallel. Now this might happen, when you are 
dealing for any shipment, you may go out and buy and in the meantime the 
market may change either up or down and that would have some bearing in try- 
ing to make a comparison. 

Q. With reference to direct shipment at Toronto you pay the stockyard 
charge whether they go through the stockyard or not?—A. That is right. 

Q. But that same situation does not exist at Edmonton?—A. No. 

Q. And they are not comparable?—A. No. 

Mr. Youne: What is this stockyard charge, 5 cents a head? 

a SOMMERVILLE: The regular stockyard charge is 25 cents a head on 
cattle. 

Mr. Youne: What is it on hogs? 

Mr. SoMMERVILLE: 10 cents; on calves 6 cents, and hogs. 

Mr. Youne: Here is a difference of 34 cents per hundred pounds at 
Toronto for the period September, 1933, direct shipment 9-83, stockyards 9:49. 

Mr. Kennepy (Winnipeg): 9-42 and 9:46. 

Mr. SomMervILLE: 9:49 stockyards and 9-44. 


By Mr. Sommerville: 

Q. How do yeu account for that difference that week, Mr. Tapley, or do 
you know?—A. No I would not know without checking the figures. It is just 
possible in making a comparison of that kind in respect of hogs that the costs 
of one system of buying may have more selects or more bacons and another 
may have more lights, and so on. You have different grades of live stock, and 
that is an important point. 

Q. Well, but you get the same averages wherever you buy when you are 
buying in such quantities—A. You may over a longer period, but whether for 
a week or not I would not be so sure. 

Q. Well then, I understand your evidence now is that over the period of a 
year you pay as much for your direct shipment hogs as you pay for your stock- 
yard hogs.—A. We may buy at the same price but it may work out on account 
of yield or something else. ; 

Q. The price you pay for direct shipments, is that not based upon the 
price, that is, the published price on the public stockyard?—A, Sometimes, I do 
not think always. 

Q. Is not that generally so?—A. No, I think the stockyard price registers 
the market rather than makes it. 

Q. Well then, who makes the market if it is not made on the stockyard? 
It is either made on the market or outside the market?—A. It is probably a 
combination of both, 


By the Chairman: 
Q. Well, who is in the other side of the combination?—A. The various 
buyers bidding for their live stock or sending their quotations out to their 
drovers, or the market or both. 


86332—159 


2460 SPECIAL COMMITTEE 


By Mr. Sommerville: 

Q. Well who are the big buyers of live stock, yourselves, Canada Packers, 
Wilsils, Gainors?—A, And Burns. 

Q. Burns, yes?—A. Hunisett. 

Q. Well, Hunisett we will say 1s in a small way and in cattle alone, not in 
pork ?—A. No. 

Q. Do you say then that the market is made by these five big buyers out- 
side the stockyards?—A. Some markets are made; a combination of both is my 
point. Take for example the various influences that enter into making markets, 
take the pool hogs in Alberta; they are all sold by sealed tender. Every buyer 
forms his idea of what he can afford to pay for hogs and he puts in his bid, so 
in that case you see the market would not have anything at all to do with it. 

Q. Would it not?—A. I would not think so. 

Q. Why is it then that you and somebody else put in a bid exactly the 
same on exactly the same day yet you are thousands of miles away from each 
other?—A. That does not happen very often. 

Q. It does happen though, and it has happened lots of times?—A. It might 
happen at times. After all is said and done, they secured the hogs at 8 cents, 
let us say, if that is the prevailing market—it might be a cent or two up or 
down from that, but I suppose the average would be somewhere around 8 cents; 
then they would bid 8, 8.10 or something else, according to how badly they 
wanted them, and if they wanted to bid high enough to get them. 

Q. Yes. Now, you are speaking of Alberta hogs. These bids are sealed 
bids that are put in for the Alberta hogs?—A. Yes. 

Q. And each of these buyers put in a sealed bid?—A. ‘Yes. 

Q. Well, at the time the bids are put in you have a pretty good idea of 
market conditions in hogs?—A. The general market, yes. 

Q@. And there should not be very much variation in the bids on those hogs? 
—A. Unless one packer was a little more enthusiastic about the market, and 
was willing to take them at let us say an advance. 

Q. Yes. Well now I have here a record of all the bids on Blind Man Valley 
hogs; we will take April 12: Burns 6.60, Canada Packers 6.60, Swifts 6.55, Wil- 
sils 6. 40; and they went to Burns as the high bid, Then the next week, ’ April 
26, Canada Packers’ bid was 7 .05, Burns 6.92, Swifts 6.75; is there as much 
difference as 30 cents a hundred when you are bidding for hogs—this i is a direct 
market?—A. I would think so, at times. 

Q. There is not a 30 cent difference when you go to the stockyard, is there? 
—A. This is what may happen: some packer may have information, or a feeling 
for example, that the export market looks pretty weak, is liable to go down 
immediately. T think he would be apt to have pretty low ideas on hogs if he 
was dealing with sealed bids. 

Q. Remember this is a steadily rising market. Here we have May 3rd: 
Burns bid 6.30, Swifts 6.60, Canada Packers 6.25; is there a difference of 45 
cents?—A. Apparently there was; apparently they were feeling pretty weak that 
week, by the looks of it. 

Q. Who was feeling weak that week?—-A. The one who bid 40 cents under. 

Q. That would be Canada Packers then? Next week for hogs from the 
same place: Canada Packers 6.75, Swifts 6.25—you were feeling weak?—A. We 
got a cable or something. 

Q. Or something, yes; of course it was something. Canada Packers got it. 
And then the next week: Burns 7.10, Swifts 6.75—a difference of 35 cents; you 
were feeling weak that week. Well, is there any coincidence in the fact that first 
Burns get it, then Canada Packers, then Burns, then Canada Packers, and then 
Burns that gets it?—A. No, I do not think so. 

Q. None whatever?—A. According to my check up here. As a matter of 
fact we have not had Blind Man Valley hogs for about six to eight weeks. 


se 
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@. Not recently?—A. No. 

Q You have been very weak on them?—A. Apparently. 

Q. I am trying to find out about last year, when the market was strong. 
Let us take Ponoka’s for the same period: April 12, Swifts 6.60, Wilsil 6.40; 20 
cents difference there. They were the weak ones that week?—A. Apparenily. 

Q And Canada Packers bid exactly the same as you, 6.60; and Burns, 6.59. 
And they went to Swifts. Then the next week, Ponoka’s: Canada Packers 7.05, 
Burns 6.95, Swifts 6.75—then they go to Canada Packers (that is for the 26th 
April). Then May 3rd: Swifts 6.60, Canada Packers 6.25, Burns 6.50—and 
they go to Swifts. And the next week, May 10: Canada Packers 6.75, Swifts 
6.25—a difference of 50 cents a hundred—and they go to Canada Packers. Weil, 
Mr. Tapley, could you not get nearer than 50 cents to the market when you were 
bidding outside the stockyards?—A. I do not think, on a sealed bid. 

Q. You do not think you could; there is not 10 cents difference between 
you on the stockyards, is there?—A. No, possibly not; on a sealed bid it is 
everybody’s guess as to what they can get the hogs for, providing they want 
them. 


By Mr. Senn: 


Q. Mr. McLean made the statement when he was before the committee that 
the price paid to the producer was based on the price received for export bacon; 
now, you say it is only a guess—which is correct?—A. On a sealed bid it is only 
a guess, and I do not see how else it could be. 

Q. Then you have the price that you received for the finished product, par- 
ticularly export bacon, you say it bears no relation to the price you paid to the 
farmer?—A. Yes, it bears some relation to that product, but it is not sold for 
a month or six weeks later. In buying hogs to-day we would have to figure out 
the situation to our own satisfaction as far as we could. 

Q. Would you say then that Mr. McLean’s statement does not give clearly 
your method of determining the price to the farmer?—A. My viewpoint on that 
is—regardless of Mr. McLean’s statement—the price of hogs is arrived at from 
a combination of both markets rather than entirely export. 

Q. You made a statement a while ago that you could not follow the dressed 
carcass down through the different departments to the finished article to show 
the spread clearly, did you not?—A. Nevertheless, you have got a general line 
on the domestic market. 

Q. I know, but surely the price you received for the finished product must 
bear some relation to the price you paid. It seems to me that is the most impor- 
tant question of our whole investigation, as to how you determine the price to 
the farmer; that is what I want to know?—A. In the case of the export market, 
you understand, your product is not sold until about four to six weeks later. In 
the case of the domestic market, some of your product is sold fresh within a few 
days or a week, some of it is put into cure and not sold for thirty, sixty, or ninety 
days. 

Q. Can you make any statement as to how you base that price to the farmer, 
as to the relationship between the price for the finished article and the price to 
the farmer; you surely do not just guess at it?—A. You use the last price that 
the grading was done at, whatever it was; you consider whether receipts are 
limited or if a market lacks strength—everybody knows about it, the sellers and 
the buyers, or the people offering these hogs probably, and they say we want 25 
eents more for our hogs—or 50 cents, whatever it may be. 

Q. You do not mean to tell the committee that when you buy a carload 
of hogs you do not know whether you are going to make a profit or a loss on 
them?—A. We do not know, I wish we did. 
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Q. Then you are just buying in the dark?—A. We just buy every day, 
because we are in business every day; and there is no packer I know of that 
absolutely knows whether this week is going to be profitable or not.., 


By Mr. Sommerville: 


Q. We will all be in heaven if we made a profit on everything, would we 
not?—A. Close to it. 

Q. Following up, May 10 I find the bids on Ponoka pool hogs: Canada 
Packers 6.75, Swifts 6.25—that is 50 cents above your bid. Then, on the next 
week: Burns bids 7.10, you bid 6.75 and Canada Packers bids 6.75. Is there 
any significance in the fact that both you and Canada Packers bid the same 
price?—A. I do not think so. 

Q. Is there any significance in the fact that you alternate—that alternately 
you get the hogs?—A. None whatever. 

Q. I observe here that on April 12 you got the Ponoka hogs, on April 26 
Canada Packers got them, on May 38rd you got them. On May 10th Canada 
Packers got them; no significance, you think, in that?—A. No significance at 
all, 

Q. Do you keep track of who gets all these hogs?—A. Yes, sir. 

Q. Who gets them, and the prices paid?—A. If we miss them we make a 
little note of it, and note who gets them. 

Q. Do you make a note of all the bids made on the hogs by the various 
buyers?—A. Yes, our people in the West I presume get that information. 

Q. You keep a record of that?—A. We keep the memorandum of it, for no 
particular purpose. 

Q. I beg your pardon?—A. For no particular purpose, except to keep posted. 

Q. At any rate there are these bids outside of the stockyards that have 
the variations I have indicated, on what you call these sealed bids. Is it not 
a fact that very frequently you pay more for these hogs than you could buy 
the hogs for on the stockyards, after adding your freight?—A. Sometimes I 
think they are high, sometimes they may be low. 

Q. Is it not a fact that generally speaking these hogs cost you more when 
you bring them to Winnipeg than hogs bought that day at Winnipeg?—A. I 
would not think so. 

Q. How frequently, in your judgment, does that occur?—A. I would not 
know that without looking into it. 

Q. Is it not a fact that you buy these Alberta pool hogs away from the 
markets and frequently pay high prices for them, in order to stay off the market 
and not raise the whole market on hogs?—A. I do not think so. 

Q. Well, if you buy these hogs in Alberta and pay your $1.14 differential 
to bring them to Montreal, has it frequently not been your experience that they 
cost more than the hogs bought on the stockyards at Montreal at that time?— 
A. We buy very few at the Montreal stockyards. 

Q. But for similar hogs bought on the stockyards?—A. I think sometimes 
they are higher, sometimes lower; I think they would fairly well average out 
over the year. 

Q. On the occasions when they are higher, is not that because of the fact 
that you buy them away from the stockyards, and thus do not raise the stock- 
yard prices on the whole of the hogs that are offered?—A. No, I do not think so. 

Q. Of course, if you went to the stockyard and paid more for your stock- 
yard hogs, that would affect the price of all hogs going to your plant, wouldn’t 
it?—A. It might, yes. 

Q. Is not that a natural assumption?—A. It may be, I don’t know; that 
happens mostly I suppose in the West. If we went out and paid 25 to 50 cents 
higher for hogs at the stockyard, I think it would have its effect on all of the 
markets—yes. Likewise, I think if we paid a higher price for the pools it 
would have a general effect on the market. 
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By the Chairman: 

Q. But before you leave us, Mr. Tapley: It looks strange to greenhorns 
like myself, that you three concerned—Burns, Canada Packers and Swifts— 
could go to the Blind Man Valley, and to this North pool, and bid week by 
week; and over a whole period of weeks and then find that the successful 
company—the one that secures the hogs—is more or less different each week; 
that is, you one week, Burns another, and Canada Packers another. Do you 
say that there is no understanding between the companies in that respect?— 
A. Positively not. 


By Mr. Senn: 


Q. Might I ask another question before you leave that: one of the former 
witnesses before this committee made the statement that at Toronto, or with 
respect to killings at the Toronto abattoir, there was a relationship of 68 per 
cent for Canada Packers and 32 per cent for Swifts; and he also made the 
statement that on a short market if Swifts were buying too many hogs, making 
it above that proportion, they would hold back a little to let Canada Packers 
get their share. Do you know anything about that statement, is there any truth 
in it?—A. Nothing to it at all. 


By Mr. Sommerville: 


Q. Is it a fact that on the Toronto market, the proportion of buying, as 
between Swifts and Canada Packers, is 68 per cent and 32 per cent—or two- 
thirds and one-third?—A. No sir. 

Q. That is not a fact?—A. No. 

Q. Is that not a practice?—A. No, I think it works out—it may work out 
all the way from 25 per cent to 40 per cent. 

Q. But on the average over a week’s purchases?—A. It may be 32 per 
cent or 33, 34 or 31 per cent or something else. 


By Mr. Young: 

Q. What is the relative capacity of the two plants, Swifts and Canada 
Packers?—A. The total capacity? 

Q. The relative capacity—is one twice the other exactly?—A. With their 
combined facilities on the spot, they are perhaps two to three times our capacity 
at Toronto. 

Q. They buy two or three times as many hogs as you?—A. I do not know 
exactly what they do. 

Q. I mean, are your purchases determined by your capacity?—A. No. 

Q. They are not?—A: We are under packing house capacity, everybody 
has practically double the number of hogs slaughtered, at least. 

~ Q. What are your purchases determined by, prospective sales?—A. Pros- 
pective sales, or the price of the product, determines how many hogs they want 
for the week, each department orders according to how they think the market 
is. If we think the market is going to be pretty good next week, or in England 
next week, we may be very active. Another time we might be losing money 
and not buy very high, or we would be slow—if we are losing money on this 
they would slow up—could not stand it. 


By Mr. Sommerville: | 
Q. Mr. Tapley, vou made the statement with respect to a laggy market 
that you either had to get your purchases lower or get better prices for your 
product?—A. Yes, sir. 
Q. Now, what is there to prevent you large buyers because you do buy the 
vast bulk of the product—what is there to prevent you buyers going out on & 
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market that has been say bad, as has been described here, where the farmers 
were getting 2 cents to 3 cents a pound for finished steers of one thousand pounds 
weight in Alberta—and I think you recognize that is a very bad price, isn’t it? 
—A. It certainly is. | 

Q. What is there to prevent you from going out and saying, the price that 
we will pay for that class of cattle is 5 cents?—-A. My opinion is that the price 
of 3 or 4 cents—or whatever it may be—is probably caused by heavy receipts 
and surplus; and you arbitrarily put the price up to 5 cents or something else, 
and I think you would curtail consumption and immediately you would have 
a surplus of beef that would drop the price down to the old three or four 
cent price. 

Q. Then, what you were saying is, that the consumer curtails consumption 
when you increase the price beyond 2 or 3 cents to the farmer on his finished 
product?—A. As prices advance, consumption we find goes down. 

Q. You contend that the consumer wants the farmer to get two cents for his 
finished beef?—A. I do not, no. 


By Mr. Factor: 

Q. What relation has the price of the processed product to the live product; 
if you pay the farmer 2 cents or 3 cents a pound on a thousand pound finished 
steer, what does the product sell for?--A. You figure your dressed cost whatever 
it is—2 cents or 3 cents or 5 cents-—and your dressed product sells in line with 
that—at a profit, if you can get it; if not, at an even break, or a loss—according 
to what you are able to do with it, according to the demand. 


By Mr. Sommerville: 


Q. In the event that you do raise the price of beef to 5 cents—?—A. 

Increased demand, or less receipts, as the case may be automatically raise the 
rice. 

: Q. That automatically raises the prices; and that you think is the only 

method?—A. Is the only practical method that I can see, unless something could 
be devised to take a lot of surplus cattle out of the country. 

Q. We will come to that in a few minutes. You did say, however, when you 
faced such a situation you had either to get your product at a lower price, or 
else get more for your finished product; and when you depress the price to 2 
cents, you are making the farmer take the end of it that will be profitable to you 
in the sales to the consumer, are you not?—A. We are not making him take it, 
that is the market. 

Q. That is making him take it?—A. That is, it is the selling price of the 
product that makes him take that low price. 


By the Charman: 


Q. What proportion of the beef that is slaughtered is what you would call 
good or choice steer beef?—A. Maybe 25 per cent, very small. 

Q. And what proportion would be the next grade, and what is the next grade? 
—A. The next grade is fair to medium, I suppose that might be another 25 or 
30 per cent. 

Q. All right, what is the next grade?—A. The next grade would probably be 
a matter of 15 per cent. 

Q. What do you call that next grade?—A. Fair. 

Q. What is the other 35 per cent?—A. There would probably be another 
grade in between that grade and these canners and cutters—they take about the 
tail end of the grade. 

Q. What is the proportion of canners and cutters?—A. Offhand I would say 
15 to 20 per cent. 
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Q. Now, just one more: you said a moment ago something about taking a 
certain proportion of cattle off the market. If we took 100,000 head off the 
market, would that make the difference that you were suggesting?—-A. I think it 
would take nearer 200,000 head. 

Q. That would be about 15 per cent of the number slaughtered?—A. Of the 
number of government inspected slaughtered. 

Q. Yes?—A. You see, only about I suppose 50 per cent of the cattle go to 
government inspected houses. 

Q. Quite so? 


By Mr. Senn: 
Q. That is what you would call country killings?—A. Yes. 


By the Chairman: 


Q. Now these canners and cutters, they are really not fit for the fresh meat 
market, are they?—-A. They are wholesome. 

Q. I suppose if you stew them long enough?—-A. If you have got good teeth, 
they are a little tough. 

.Q. They really are not “ fresh meat”? 


By Mr. Young: 
Q. What is the matter with tough meat, we have all eaten it? 


The CHairMAN: Oh we get lots of tough meat, you can get lots of tough 
meat in all the grades other than perhaps “ Baby Beef.” 
Mr. Younc: You cannot condemn meat because it is tough. 


By the Chairman: 

Q. I am not condemning it, I am experimenting with it. That would be 
about 15 per cent, therefore, if we could get rid of that lower class—the tail end, 
as you called it a moment ago—it would leave about what is required for the fresh 
meat market in this country; would you agree with that?—A. In general I think 
probably that would meet the situation, Mr. Stevens. I think you have to give 
some consideration to this, when you are dealing with percentages these canners 
and cutters are much lighter cattle—they would run only about 200, 275 to 325 
maybe a side. The general butcher shop cattle run about 500 to 550. 

Q. Yes?—A. But I think for the purposes of the idea you are developing 
there, that is correct. 

Q. Now, you have good, choice and medium, about 50 per cent?—-A. Probably. 

Q. Why could not the packers—and the whole business is in the hands of 
Canada Packers and yourselves, and Burns and a few other small ones—virtually 
you control the packing business of the country, the largest portion of it—why 
could not the packers endeavour to raise the price of good cattle that come on the 
market, and work out a plan to use this refuse in a different way, and thus raise 
the price for good beef cattle?—A. I am just wondering how these other 15 or 
20 per cent of “ tail ends” could be used. It seems to me, you know after all in 
the purchasing public there are a good many classes, and that lower grade of 
beef is not just so good, it does fill a purpose for someone with small spending 
power. 

 Q. Yes, there is a lot to it; still it is not good beef, and it might help to 
get rid of it?--A. Possibly. 

Mr. SOMMERVILLE: It has a very serious effect, undoubtedly, upon the gen- 
eral meat market. 


By the Chairman: 
Q. How about this red and blue label beef; have you had much experience 
with that; do you favour it?—A. Yes, graded beef, yes; I am in favour of it. 
Q. Have you found it successful in handling?—A. Yes. 


2466 SPECIAL COMMITTEE 


By Mr. Sommerville: 
Q. Do you favour the grading of all qualities of beef?—A. No, I do not 
think so. 

_ Q. Why?—A. I think the minute you put a third, fourth, fifth or sixth 
grade upon it—whatever it might be—the minute you put such grades on metr- 
chandise, it puts such merchandise out of business. 

The CuatrmMAN: But it would stop that from competing with the good 
grades, the one and two?—A. Of course it would hurt the producer who owns 
that kind of stuff. 


By Mr. Kennedy (Winnipeg) : 

Q. From the point of view of profit returns to the packer, is it as profitable 
for them to handle the poorer grades—the canners and cutters—as it is to 
handle the better grades?—-A. I do not think it makes any difference. 

— Q. So that, from the packers’ point of view you have no interest in eliminat- 
ing the poorer grade from the market?—-A. If it had a beneficial effect on the 
live stock industry and would help the producer, yes. 

Q. I am taking things as they are, to get an expression of opinion from the 
packers’ point of view as to profit returns on their business; is it desirable that 
the canners be gotten out of the way, or would you just as soon have them?— 
A. It does not make any difference to the packer; do you mean, are they more 
profitable than other classes of cattle—no, no difference to the packers. 

Q. Just as profitable?—A. Maybe, maybe not; in a general way I do not 
think it makes any difference as far as the packer. is concerned, if it would be 
beneficial for the live stock industry as a whole we would be glad to see 
something worked out to take them out of the way, and make a better market 
for what is left. 


By Mr. Sommerville: 

Q. Is it not a fact, however, that a substantial proportion of the cuts from 
these remnants—the 15 per cent called canners and cutters—do go into the mar- 
ket at fair prices, and interfere with the price of real good beef?—A. Not good 
prices. I think they go into circulation at probably pretty fair prices. 

Q. Pretty fair prices. Then perhaps you could tell me what you think of 
these prices: here we have ten cents a pound for a cutter, that is a pretty good 
price for any kind of a cutter in the month of April?—A. You say the sale price 
was 10 cents a pound? 

Q. Yes, the wholesale price?—A. Is that the hind quarter or what? 

Q. That is the hind quarter?—A. Yes, it looks pretty good. 

Q. Yes, for a remnant?—A. It looks pretty good. It may have been a poor 
cow or something like that. I could not sav without some knowledge of the 
product or some knowledge of the value of it. 

Mr. Kennepy (Peace River): I venture to state that it cost the packer at 
least one cent a pound. 

Mr. SoMMERVILLE: Well, live weight. 

The CHAIRMAN: What date were you speaking of, Mr. Sommerville? 

Mr. SoMMERVILLE: April 12 to 19. 


By Mr. Sommerville: 
Q. Here is another price. Cutter, 94 cents a pound, a hind, steer or heifer, 
so that you can have your choice?—-A. What date is that? 
Q. April 12, 1984?—A. That sounds like a pretty good price. 
Q@. Yes; and here is another one: steer hindquarters, cutters, 94 cents?— 
A. That sounds good. 
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@. Here is another one, one front of beef, cutter, 84 cents; is that a pretty 
good price?—-A. It don’t sound bad. 

Q. You are not extending yourself, Mr. Tapley?—A. I have not got the 
product in front of me. I can’t tell. 

The CHarrMAN: I think Mr. Tapley is saying to himself that he wishes he 
could have a whole lot of them for his concern. 

Mr. SoMMERVILLE: = Yes. 


By Mr. Sommerville: 

Q. I see here 8 cents, 7 cents, 84 cents, 9 cents, 10 cents, 74 cents, 6 cents, 
74 cents, 54 cents, 64 cents; they are pretty good prices for cutters?—A. On the 
average, they look good. 

Q. If those prices were paid, they would compete with what were the better 
qualities of beef, would they not?—A. To that extent, yes, sir. 

Q. Is there any suggestion you can make to this committee that will improve 
that situation? Because we have had the complaint that the retail trade has 
been bedevilled by just that sort of thing, that the cutters have been put into 
the retail stores, and have been sold at cut rate prices and other people demanding 
good beef for the same price. You have found that to be so?—A. I have heard 
that, and I have seen evidence of that, yes. But I have not any practical sug- 
gestion. These canners and cutters come in and they are made into beef. Some 
of them are boned out and made into sausage products of various kinds. The 
hind quarters are cut off and are sold generally to these people that do a lower 
class meat business, and there seems to be a demand for them. If something was 
devised to take them out of the way, out of these stores, naturally you would 
have to buy the next higher grade. 


By Mr. Young: 

Q. Would they be in a position to pay a higher price? I mean would the 
customer be in a position to buy the meat?—A. The higher priced meat? Of 
course, your purchasing power comes into it. If the other meat was taken out 
of the way, if they wanted that meat, they would have to pay for it. 

Q. Suppose they didn’t have the money?—A. They would have to buy the 
next higher grade or buy some other product, buy another product which is 
cheaper. 

Mr. Mutuins: May I ask a question? 

The CHAIRMAN: Yes, Mr. Mullins, what do you want to ask? 

Mr. Muuuins: I want to ask the witness if it is not a fact that this class 
of cattle he is talking about got a better price when the old time exporter was on 
the market, the man who went down the line and took 200 or 300 cattle off the 
matket for export? Was there not a better price for local cattle at that time? 

‘The Witness: That is too far back for me. 

tr. Munuins: It made you step up the line and pay a better price, is that 
not a tact? 

Mr. SomMERVILLE: Mr. Tapley says he is not in your class. He can’t get 
that far back, Col. Mullins. 

Mr. Muturns: Oh, yes, he can. 


By Mr. Senn: 

Q. Mr. Tapley, when you were making your estimate of taking 2,000 cattle 
off the market to keep the market in line with domestic consumption, did you take 
into account our exports this last two or three years, or is that additional?—A. 
Additional to the export. 

Q. It is additional?—A. Yes. 


2468 SPECIAL COMMITTEE 


By Mr. Kennedy (Peace River): 

Q. Mr. Tapley, a little while ago you said you would not grade this cutter 
and canner beef down to say Nos. 5 and 6, because it would hurt the sale of it? 
—A. That is in the stamping of it, dressed? 

Q. Yes?——A. Yes, I did. 

Q. Don’t you think that the sale of a lot of that stuff as beef hurts the 
beef trade generally? A person buys that possibly thinking it is fairly good 
beef, and is sick of beef after that?—A. ‘Yes, I think it would be apt to pre- 
judice people against beef. 

Q. By protecting that sort of stuff, by not putting the stamp on it, don’t 
you think you are hurting the sale of the better class of beef?—A. If there is 
much of that class of beef going into circulation, into the homes, I think it has 
an adverse effect on the general beef trade. 

Q. Don’t you think the people who should be encouraged are the people 
who are purchasing the high class products? If there is any question of pro- 
tecting one or the other, don’t you think that the people who ought to be pro- 
tected are the people who are purchasing the good product?—A. I think you have 
to face this kind of situation, Mr. Kennedy: Suppose some scheme was devised 
in, let us say, government inspected packing houses to take this low priced 
stuff off the market, or to have it marketed in such a way that it would be 
plainly indicated just what it is. It seems to me that the quality of that class 
of live stock that would come to market would not be through the regular mar- 
keting channels at all. It would come from the farm, the villages or somewhere 
and still have to be consumed. You would still get it in circulation, because 
half of your cattle now don’t go through government inspected packing houses. 
They come farm kill or village kill or small town kill or something like that. I 
think that stuff would go right around you and still come into circulation as meat. 

Q. There is another question I want to put in connection with the surplus 
of meat products in Canada. There is a surplus of about 10 per cent in hogs, I 
believe, and about 10 per cent in cattle, roughly. That is Mr. McLean’s evi- 
dence. I think it was Jess than that, but put it at 20. We shipped last year to the 
British market about 10 per cent of what we were entitled to under the Ottawa 
agreement. 


The CuHarrmMan: Of hogs. 
Mr. Senn: Bacon. 


By Mr. Kennedy (Peace River): 


Q. All right, bacon and hams; it works out that way. Why could not the 
packers of Canada, a half dozen of them, get together and get out twice as many 
hogs and leave the market for the beef and the rest of the hogs that were left, 
because all meats are competing?—A. Well, that movement of hogs to the export 
market has, as everybody knows, advanced the hog market from that low level 
of a year or two ago up to a very substantially higher level. 

Q. Why could they not have sent more hog products abroad or to the old 
country? The market was there. Why could you not have doubled the export, 
and have a market in Canada for that much additional beef?—A. In the first 
place, the qualitv of your hogs are not good enough yet to ship in the quantities 
you suggest. I think probably in the last year nearly every packer shipped about 
all he could, consistent with good enough quality to satisfy that British market. 


By Mr. Senn: 
Q. I suppose a considerable proportion of higher grade hogs are consumed 
in Canada, are they not?—-A. Higher grade hogs? 
Q. Yes, higher grade hogs that would be fit for the British market?—A. 
They want the best over there. 
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Q. I know, but don’t you think that a considerable proportion of those hogs 
are consumed here, hogs that would be fit for that market?—A. You are sug- 
gesting, Mr. Senn, that the export percentage could be increased by taking another 
top off the balance of the hogs, let us say, and shipping them export? 

Q. Yes?—A. I don’t think you want to overlook the fact that the domestic 
market requires a good grade of bacon also. 


By Mr. Sommerville: 


Q. That is exactly what Mr. Senn was asking you. Is it not a fact that the 
domestic market takes a large proportion of the good hogs raised in Canada? 
—A. It takes its share, yes. | 

Q. What proportion, would you say? We had an estimate from Mr. 
McLean. What proportion, would you say, of bacons and selects are required 
for the domestic market?—A, Selects and bacons, the two tops—selects, bacon 
and butcher? 

Q. Well, selects and bacons?—-A. Selects and bacons? 

Q. Yes?—A. 35 to 40 to 50 per cent. 

Q. Yes, probably 50 per cent?—A. Yes. 

Q. Mr. McLean’s estimate was substantially higher than that. But it 
would be, you think, 40 to 50 per cent anyway—A. Yes, I think 40 to 50 per 
cent, probably. 

Q. As a matter of fact, for your finished product in Canada you use selects, 
bacons, butchers and lights, don’t you, for your domestic trade—A. The domestic 
trade gets the general run of all of our hogs. 

Q. Of all of your hogs—A. Yes. 

Q. Of all the grades—A. Of all the grades. 

Q. We had evidence here that for the old country market you did ship 
some from selects, some from bacons, some from butchers and some from lights— 
some products from each of these. Is that not a fact--A. It is possible. I 
would think that the shipments from the lights would be remarkably small, 
because they would make a Wiltshire that is too light to be popular in the 
British market. 

Q. But they make cuts, don’t they? Don‘t they make a certain kind of 
hams that are desirable over there?—-A. No. Hams from the light hogs would 
be entirely too light. The only call we get for hams is a much heavier hog than 
that. 

Q. I think Mr. Wilson submitted to us the sizes and weights of the various 
erades that came into the English market, and gave us evidence to the effect 
that the lower weights could only be made from the light hogs, and that a sub- 
stantial proportion did go over from those light hogs?—A. I think there must be 
some misunderstanding or confusion on that, Mr. Sommerville, because a light 
hog, I am sure, would not make the most satisfactory Wiltshire cut for the 
British market. 

Q. They perhaps do not make the most satisfactory Wiltshire cut, but do 
they make Wiltshire sides from light hogs?—A. Broadly speaking, the British 
market do not want a Wiltshire side lower than 50 pounds. 

- Q. I don’t care what you say or what the British market wants. Is it not 
a fact that Wiltshire sides from lights are shipped from Canada?—A. Very 
limited. As far as I know, we don’t ship any. We may ship a few at some of 
our plants. 

Q. You ship Wiltshires from butchers, bacons and selects?—A. A large 
percentage of selects would go, a smaller percentage of the bacons, and I would 
think quite a very small percentage of the butchers. 

Q. Do you send any of the cuts from the heavies, for any purpose, to Eng- 
land?—A, There may be some hams and some heavy Wiltshires. 
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Q. If you are using heavies and butchers for the export trade, why are you 
taking the differentials of one dollar a head off these products that, as soon as 
they go into the killing room, lost their identity and go into export bacon?— 
A. Well, in the first place I don’t suppose the percentage of butchers, for example, 
that would go as Wiltshires, would be very large; and you still have an extremely 
heavy percentage for your domestic requirements. Also, Mr. Sommerville, a 
certain percentage, as you probably know, of selects and bacons that are paid 
a higher price are not available for export on account of bruises or for other 
reasons, So while it is true there may be some butchers taken for Wiltshires, 
there are a lot of selects and bacons that are not suitable. 

QQ. Why take off the differentials when you are using them for the domestic 
trade, much of which is fresh pork trade?—-A. A very small percentage of your 
trade is fresh pork. 

Q. You find that to be so?—A. A very small percentage compared to the 
total. 

Q. Why take off from the heavies the differentials, a substantial differen- 
tial, when you are using such a proportion of them for the export trade?—A. I 
would say a very small percentage of them are export trade. 

Q. Then, in the domestic trade you use them?—A. For the domestic trade 
we use whatever heavies we need. 

Q. And for the domestic trade you use the lights?—A. Yes. 

@. As a matter of fact, the lights are desirable cuts for the fresh pork 
business, the ordinary butcher shop, are they not?—A. I think they are for 
some butchers that wish to buy their requirements in the whole hog form as a 
carcass. But compared to the total trade, the total domestic trade, that per- 
centage is extremely small. 

Q. I have never seen the difference, in a butcher shop, between a light and 
heavy when it came to a loin of pork, have you?—A. I don’t think you probably 
see loins of pork made out of light hogs. Thev are made out of heavier hogs 

Q. All out of heavier hogs?—A. I think in the great majority of cases 

Q. We had evidence here of a demand for light hogs for cutting purposes, 
to make up into fresh hams and into loins?—A. I think, as I said before, that 
is a demand from butchers who like to handle carcass hogs. But the majority 
of the fresh meat trade call for their loins and shoulders and other fresh cuts 
out of heavier hogs, regular butcher hogs. 


By Mr. Senn: 


Q. Did I understand you to say that very few of the selects and bacon 
hogs go into the fresh meat domestic trade?—-A. Quite a few of them, yes. — 

@. You said there were from 40 to 50 per cent of that class of hogs con- 
sumed in Canada. Can you give us the percentage that is consumed in the 
fresh meat trade, your estimate?—-A. Offhand, I would say the fresh meat trade 
might be 20 per cent of the total. 

@. As packers, could you not control that consumption and process it, so 
that it could be exported?—A. I don’t think so. 


By Mr. Kennedy (Winnipeg): 


Q. From the point of view of profit return to the packers, is a higher or 
lower general market price desirable, or is it immaterial?—A. Higher, by all 
means. 

Q. Let me get that clear. Then the higher the general market price is, 
the more profitable the business is to the packer?—A. Let me put it this way: 
The higher your general market is, the more favourable your expense ratio 
is to the value of your product. When products get too low, your expense, 
relatively, is too high; and that is very bad in any business, I think. 
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By the Chairman: 


Q. Going back for a moment to these cutters and canners, I sent out for 
the market quotations in the Mail and Empire of April-12, and I find that 
cutters and canners are quoted on the live stock market that day at $1 to $2 
a hundred. Now, having in mind that quotation for the live animal on April 12, 
I ask you what effect has it on the fresh beef market when the same class of 
beef, cutters, are sold on the 13th, 14th or 15th—I have others here—at 734, 
95, 10, 8, 65 and 6 cents a pound? What justification could the packer or 
processor give for a situation of that kind?—A. I think those quotations you are 
reading there, down to 6 cents, your low figure, are for a grade of animal 
higher than canner or cutter. 

Q. I am advised that they are for the canner and the cutter. 

Mr. SOMMERVILLE: That is what the evidence is. They are taken under 
that name from the records. 


The CHAIRMAN: Yes, from the records. 
The WiTNEss: I can’t check with that. 


By the Chairman: 

@. The point I am getting at, Mr. Tapley, is that it looks to me as though 
the packing industry were buying those low priced animals, exceedingly low 
priced animals, and a substantial portion of the beef from them is going into 
the retail stores in competition with the better class of beef. Obviously no 
retail store—take the chain store which nowadays does so much of your dis- 
tribution—can put on a display of this cheap beef and then expect to get a 
fair price for the good beef alongside of it, nor can the butcher next door to 
him expect to get a fair price for the higher grade even. Therefore I am asking 
this question of you: Does not that practice demoralize your whole beef market 
and result in the farmer getting for a finished steer a ridiculous price? For 
instance, choice steers paid only $5, which was very much better, or somewhat 
better than they were before that; but on April 12, steers, good and choice, 
were $5 to $5.60 in Toronto. Obviously the farmer is not getting anything near 
4 fair return for that class of beef?—A. My opinion on that, Mr. Stevens, is 
that probably 75 per cent of those canners and cutters go into sausage meat. 
They are boned out as trimmings. Some of those trimmings, of course, are 
exported at various seasons during the year. We might say 25 per cent might 
find its way into the fresh beef trade, as you suggest. I think it would have an 
effect on the general level of the beef business, as you suggest, to that extent. 

Q. We have records for one week here showing a very substantial portion, 
and they are sales to all sorts of people scattered all over the country. It is 
not a picked week or anything like that, but it does show a very large quantity 
of this class of beef being distributed as fresh beef. It strikes me, personally, 
as most unfair competition for the farmer who raises good beef. That is what 
I am getting at?—A. I would like to suggest, Mr. Stevens, in order to clear that 
point up, that a check be made—each packer could furnish it in a very short 
time, I think,—as to what percentage of these canners and cutters do go into the 
fresh beef trade; get the disposition of it, of all your canners and cutters, what 
happened to them, where they did go. Then we can find out exactly how much 
it is influencing the higher class trade. 


By Mr. Kennedy (Winnipeg): 


Q. Mr. Tapley, may you not buy on the classification of canner and cut- 
ter as a packer, and yet when you put it into the fresh beef trade it does not 
go into that classification at all?—A. A very great deal of it goes into the fresh 
beef trade as hind quarters, does not go in as side. It is not a grade at all. It 
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is just a hind quarter. The fore quarters and in many cases the whole carcass 
is boned out but if you come to some of these animals that have a little more 
quality than the worst of them, then the hind quarters are cut off and sold at 
quarters. 

Q. Would the records of the packing company show just what disposition 
was made of all cattle purchased as canners?—A. I think so. But if the records 
as they stand now do not show that, then it would be a simple matter to ask the 
packer to start a record over a period, to see. Then everyone would have a 
clear idea of just how important that point was. 


By Mr. Sommerville: 


Q. Now, while we are dealing with the question of quality, you say that 
you are in favour of this grading of beef as red and blue label beef?—A. Yes. 

Q. Why do you favour it?—A. Because I think it indicates to the house- 
wife, in a very definite form, the quality of the beef. The average housewlie, 
as most people know, is not always a good judge of beef in the butcher store. 
Some of them are and some of them are not. 

Q. But this enables them to determine, or at least to find out whether the 
beef is good?—A. This enables them all, I think, if they wish, to know that it 
is good beef. 

Q. That is for your blue label and red label?—A. Yes. 

Q. Are all those labels put on by a government inspector?—A. They are 
either put on by a government inspector, or put on by an abattoir employee and 
checked or supervised by a government inspector. 

Q. Are there any exceptions to that?—A. There may be, I don’t know of 
any. 

Q. Is it not a fact that certain chain stores have these marking machines 
themselves, and they put the red and blue label on their product?—A. If they 
do, it is done at the packing house. As far as I know, they don't, I think all 
that branding is done by the packer under the government inspector’s super- 
vision. 

Q. That is, it is put on, you think, by the packer and the inspector goes 
about from time to time to inspect the carcasses, to see if a particular carcass 
bearing that label answers the requirements?—A. Yes. 

Q. Of course, he does not examine all the carcasses. He can’t do that?— 
A. He can’t do that. In addition to that, these inspectors, I understand, go 
around the stores and shops and check the grading and branding as well. 

Q. There is just one inspector in Toronto, is there not?—A. One, yes. 

Q. There is one in Toronto, and he checks on the grades at the abattoirs at 
Toronto, and all the stores in Toronto?—A. Yes. 

Q. And you never heard of any of the chain stores having these marking 
machines with which they put the label on themselves?—A. No, sir. 


By Mr. Senn: 


Q. Mr. Tapley, did you ever hear of a concern putting in their window: 
“We sell red label or blue label beef,’ and then they have five or six different 
qualities in their store. Presumably a customer comes in and expects he is get- 
ting either blue or red label beef and he may be getting another quality entirely? 
—A. Well, I presume there are stores that cater to several classes of trade and 
they will have some, let us say, blue brand beef and they will have beef not 
branded. They will have both in the same store, I think, yes. 

Q. Don’t you think that that practice is detrimental to the interests of 
the trade generally?—A. No, I would not think so. I think in the final analysis 
you have to depend on the reliability of your butcher. 
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Q. If you had all the brands of beef graded, the customer would have no 
difficulty in knowing what brand of beef he is getting?—A. That is true, but 
I think it would hurt the saleability of your lower grades. If that is satis- 
factory to the producer, of course that is another matter. But I am quite sure, 
in my own mind, that it would hurt the sale of those grades. 

Q. You think it would not be in the interests of the producer himself to 
have all of these graded?—-A. I don’t believe your producers that have these 
other grades have come to the point yet where they could stand that kind of 
campaign. 


By Mr. Sommerville: 


Q. You have government graded poultry?—A. Yes. 
Q@. And the producers are getting the benefit of that?—A. Yes. 
@. And you have government graded eggs?—A. Yes. 


Mr. Kennepy (Peace River): And hogs, and wheat. 


By Mr. Sommerville: 


Q. You have government graded hogs?—A. Yes. 

Q. And many other products are graded for the producer?—A. Yes. 

Q. Why stop at beef? There is no government grading of beef of any kind, 
except the carcasses you have referred to as red and blue label, is there?— 
A. That is right. 


By the Chairman: 


Q. What would happen if we were to prohibit the use of these cutters and 
canners in the fresh beef trade, and say they could be used only for sausage 
or other purposes?—A. Nothing would happen as far as the packers are con- 
cerned. But as I pointed out to Mr. Kennedy a little while ago, I think, Mr. 
Stevens, that possibly might cause these lower grades, canners and cutters, to 
find their way to the market without going to the packing houses. As far as 
the packers are concerned, I don’t think it would make any difference. 

@. You mean through local butchers?—A. Local butchers, and from the 
product of the village markets, et cetera. 

(. Is it not true in the business generally that the local butcher is finding 
the modern method of merchandising through the large packing concerns his 
chief competition?—A. Yes; or you might reverse that, 


By Mr. Sommerville: 


Q. You find that the little local butcher is still in existence?—A. Yes, we 
find that, and it is particularly so in the last two or three years. We find our 
toughest competition is these small butchers that buy a few head in the country 
and bring them in and kill them in the outskirts, 


By the Chairman: 


Q. Well, that is encouraging. But I want to get back to this point because, 
although I won’t say I am convinced, I think it is rather impressive evidence, 
if you like, that the price of this lowest class of beef being retailed on the 
market as fresh beef is fatally affecting the price to the farmer for his decent 
beef. I can’t help but be impressed with that thought. If it were defined in 
some way so that a person would know they are getting the most inferior type 
of beef when they were buying, it would not be so bad. You must know, 
from your experience in this, that when beef is displayed in a chain store, which 
is a large distributing agency to-day, the average buyer that goes in there 
cannot discriminate between a decent class of beef and the poorer class. It all 
looks about the same. Unless they are trained in choosing a type of beef, 
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they won't know it. Yet that one cent paid for these canners and cutters, or 
14 and 2 cents in Toronto, has a substantial influence in setting the price for 
the best beef that goes in there, first class stock, well finished. Is that not 
correct?-A. I don’t really believe that it has quite the effect that you seem to 
think, although I do think it has some effect. I don’t see how it can help but 
have some effect. But as a rule, these cheaper cuts go to stores that cater to 
a different class of trade. 

The CuamrMAN: They cater to every class of trade. You can’t tell me 
much about that, because I used to own them for many years. That class of 
store we are talking about, the ordinary chain store, is catering to every class of 
trade to-day. 

Mr. Factor: He did say that only 25 per cent of the canners and cutters 
go to the retail trade. 

The CHAIRMAN: Quite so. I am not saying that all the beef sold there is 
of that class. 

Mr. Kennepy (Peace River): As fresh beef. 

The Wirness: It has been my experience, Mr. Stevens, that the ordinary 
shain store does not buy that class of stuff at all. 


By the Chairman: 
Q. It does not?—A. No. That is not my experience or my understanding. 
I don’t think the ordinary chain store buys canners or cutters. 
Q. Where is it sold?—A. It goes to some of these co-called cut-throat stores, 
singles or two or three. 


By Mr. Sommerville: 
Q. Cut-throat butcher shops?—A. Yes. 
Q. With all the electric lights and the high signs outside?—A. Yes. 
Q. And cut up to look very attractive in the windows?—A. Yes. 


By Mr. Young: 

Q. May I ask a question there about these canners and cutters. From what 
kind of cattle are they made?—A. From what kind of cattle? 

Q. Yes?—A. The poorest kinds that comes off the farm. 

Q. I mean, they are dairy cattle, are they not?—A. Mostly dairy cattle, yes. 

Q. And old breeding stock?—A. Dairy cattle or may be other cattle that 
have not been extra well fed, that didn’t have much to start with; and they come 
on in with the others. But a good many of them are dairy cattle. 

Q. Is it practical to stop people from raising them altogether?—A. That is 
a problem for the producer. 

Q. Where you have dairy cows that have about outlived their usefulness the 
dairyman has to have some place to put them.—A. I would not attempt to give 
an opinion on that. I think that is something for the producer to grapple with, 
That is outside my line. 

Mr. Kennepy (Peace River): I think the evidence of an Edmonton dairy- 
man was to the effect that it did not pay to haul them to market. 


By Mr. Sommerville: 


Q. Now, was there any statement that you desired to make to the com- 
mittee in answer to any evidence that has been given, Mr. Tapley?—A. No, sir. 


By Mr. Kennedy (Peace River): 


Q. I would like to ask a question on the matter of hog products, or hams 
and bacons being shipped to Great Britain under the Ottawa Agreement. You 
said that you must hold a certain amount of the select bacon and hams for the 
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Canadian trade. Why must you hold that in Canada for the Canadian trade? 
—A. Because the Canadian consumer wants good quality the same as anybody 
else. 

Q. There is nothing wrong with lights and butchers?—A. There is nothing 
wrong with them, no. 

Q. Well now, don’t you think then that in view of the very low prices, the 
ruinous prices we have had, that the packers might have done something more 
than they did to get rid of a greater amount of the bacon and hams especially 
view of the Ottawa agreements taking them off the Canadian market and leave 
a better market for the other kinds that are here?—A. I think the packers have 
done everything that they could. 

Q. Did you ever consider that?-—A. I think the packers have done every- 
thing they possibly could. 

Did you ever consider that question that I put to you, shipping a greater 
portion of bacon and hams to Great Britain and leaving less meats as a whole on 
the Canadian market?—A. I think the packers have considered that all the 
time, trying to get everything they possibly could providing the market in the 
United Kingdom is reasonably fair over there; it is to their advantage to do so. I 
know that has been our policy. 


By Mr. Sommerville: 

Q. Well then, you have been sending 50 per cent more selects out of the 
country than before you had the Imperial agreements; much more than that 
of bacons and selects?—-A. You mean the export department? 

Q. Yes?—A. I think it is much greater than that. As a matter of fact, I 
think it has been running about 35 per cent of the total government inspected 
kill within the last year or so. 

Q. And what you have removed has been taken up for the domestic market; 
that was used in the domestic market?—A. That is right. 

Q. And what you have removed has been taken up by the butchers, and 
lights, and bacons that you retained in this country?—A. And? 

Q. And the heavies?—A. And the heavies and? 

Q. Yes?—A. And some of the selects and bacons that are not suitable for 
the British market on account of being bruised or something else. 

Q. I think the fact that you have removed such a large proportion to the 
export market has given you a better market domestically for butchers, lights 
and heavies; have you never considered the question of reducing the differential 
that you take off the bacons from the farmers since the Ottawa agreements 
came into effect?—A. Off the bacon? 

Q. Yes, the differential is practically the same today as it was two years 
ago?—A. Virtually. 

~Q. Yes, and although there has been that big increase in the market you 
have not passed that back to the farmer in reducing the differential on the 
grades below the bacons consisting of butchers, lights or heavies?—A. I think the 
producers— 

Q. You have not done that, have you Mr. Tapley?—A. May I answer that 
in this way: I think the producers have received for their lights, heavies and 
extra heavies a price in line with the realization price of the products. 

Q. Yes, but it is the same differential? A. It may be about the same differ- 
ential, but as your export market raises your prices to a higher level your prices 
for the other go up likewise. 

Q. And your price for the domestic product goes up likewise?—-A. That is 
right. 

Q. Then why not bring the farmer’s differential nearer the realization price? 
—A. Well, the farmer’s price did advance correspondingly with the product. 

86332—160 


2476 SPECIAL COMMITTEE 


Q. Oh yes, his general price did, but why not reduce the differential when 
you had such an increased demand for these grades?—A. Well, there is a very 
small percentage in these hogs, not more than probably 15 per cent. 

Q. 15 per cent?—-A. That people buy. 

Q. 15 per cent that people buy, but there is more than that, butchers, lights 
and heavies?—A. You mean lights, heavies, extra heavies, and sows. 

Q. I am talking all the way down the line, I am not getting away from any 
of them, I want them all considered. You have been getting a better price for 
that product because of the Imperial agreements, have you not?—A. Yes, sir. 

Q. Yes, but the differential has not been altered in the slightest on those 
erades which were brought up in price?—A. Practically none. 


Mr. SommeErvILLE: All right. 


By Mr. Factor: 
Q. Supposing there was no export market would you apply the differential 
domestically?—A. The differential below the bacon? 
Q. Yes?—A. It applies anyway whether there is a big export market or not. 
As a matter of fact, the Canadian packers on account of the bad market in 
England had to go out of the export business for a year and a half or so and 
the differential still continued. 


By Mr. Sommerville: 


Q. But that differential had nothing to do with the export market at all, 
it was a differential fixed ten years ago, was it not?—A. The differential was 
initiated in the beginning as an incentive to producers to raise better hogs. 

Q. That is, the differential at the beginning was initiated as an incentive? 
—A. That is right. 

Q. But the differential below bacon was not initiated with that in view?—A. 
The differential below bacon? 

Q. That was a penalty?—A. Dealing first with the butchers, it was intended 
to create a second grade there that would give a man something of the benefit 
of a better price because he did not quite reach the selects. 

Q. Yes, but was it not a fact that you started with a differential of $2 for 
your selects?—A. Yes. 

Q. And then that was reduced to $1, the premium?—A. Originally, I think, 
the premium for selects was on a percentage basis of 10 per cent. 

Q. Yes, originally 10 per cent, then it was fixed at $2, and then it was reduced 
to $1—A. By the Hog Conference. 

Q. And at the Hog Conference you wanted all the premium taken off and 
the bacon hog made the premium hog, that was what the Hog Conference desired; 
that was the motion; we had it before the committee—A. And have no premium 
for selects? : 

@. And have no premium for selects?—A. I do not recall that. My under- 
standing is from the beginning the idea was to give a premium for selects. 

Q. However, at that time there was a change and a dollar was fixed as the 
differential premium on selects?---A. That was fixed— 


Mr. Kennepy (Peace River): The proposal was to wipe it out. 


By Mr. Sommerville: 


Q. Yes, the proposal was to wipe it out, and they succeeded in retaining a 
dollar. Now then, after that was it not a fact that the differentials below the 
bacon were put into eifect to a larger extent to offset the premiums that were being 
paid on the select hog?—A. I do not think so. 

Q. Now, let me get this clear: Was it not a fact that that differential was 
an arbitrary amount agreed upon by the packers and put into effect by the 
packers?—A. On the butchers? | 
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Q. On the butchers, and lights, and heavies, sows, and extra heavies?—A. I 
think the packers— 

Q. Fixed it?—A. Arrived at this differential, but it was not necessarily the 
same all over Canada. 

Q. No, there are some very slight variations?—A. Yes, it is a local proposi- 
tion arrived at by the packers. 

@. And the packer said: Here is the differential and this is the basis on 
which we will buy.—A. That is right. 

Q. And the seller could not sell except on those terms; that was the fact, was 
it not?—A. Yes. 

Q. And then that continued until the present time, with one exception at 
Montreal where flat rates were still in force until March; how much are they now? 
—A. I am not very familiar about the Montreal market. 

Mr. Facror: I was wondering, Mr. Sommerville, is it possible to have the 
premium on selects and then abolish the differential and let the packers pay for 
what it is worth. 

The CHAIRMAN: The same as they did in Montreal up until March. 


The Witness: You are suggesting to do away with the discounts on butchers, 
for example? 

The CHarrMAN: Arbitrary discounts. 

Mr. Factor: Yes, just keeping your premium and selects. 

The Witness: It is possible, but it seems to me that in doing that you are 
taking away the incentive for the man to raise a bacon hog. You have got a 
bacon hog which has a certain quality value and then you have got a butcher 
hog on the same market that might sell right up against your bacon hog if you 
do that, and then you have two men bringing in hogs of different quality, both 
getting the same price for some reason or other; as far as the packers are con- 
cerned it is possible. 


By Mr. Sommerville: 


Q. Mr. Tapley, are you consistent? You want that penalty continued:on the 
man who grows a heavy hog but you do not want it placed on the fellow who pro- 
duces a canner or a cutter in beef cattle—A. I do not object to it being applied 
to the man that produces a canner or a cutter. I think the man that produces a 
canner or a cutter should expect to get a low price. 

Mr. SOMMERVILLE: He gets it. 


The CHarrMAN: But you did object. 


By Mr. Sommerville: 


Q. You objected to the branding because you said that would discourage the 
buyer, the housewife who would be purchasing?—A. I do not object to them 
branding; I based the viewpoint on the fact that I thought it would affect those 
producers that raised those animals. I do not object to it. 

 Q. At any rate, when this differential is applied there is no brand put on so 
that the purchaser can tell whether or not that has suffered the differential of $2.50 
or whatever it is, whether it is only a differential of 50 cents. 


By the Chairman: 
Q. Why did the packers insist upon Montreal inaugurating this system of a 
differential below bacons?—A. I do not know; we do not operate there. 
Q. You do not operate in Montreal at all?—A. Except in a limited way; we 
might buy the odd car, but I am not very familiar with the Montreal situation. 
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By Mr. Kennedy (Peace River): 

Q. Mr. Tapley, do you not think the abolition of the $2 premium on hogs in 
1927 or 1925 is one of the chief reasons for the shortage of the right kind of hogs 
bought for the British market?—A. You are suggesting if that had not been 
changed we would have had more selects? 


Q. Yes?—-A. I am rather doubtful of that although on paper it might appear — 


that way; I will agree with you on that. The larger the incentive the more spur 
there should be to raise more of the better hogs. 

Q. Now another question: Why is it that while Canadian bacon exported to 
the British market about the time the Ottawa agreements were signed was on a 
par with Danish bacon—there was very little spread—but after a short while 
there was quite a spread between Canadian and Danish bacon; what is your 
explanation of that?—-A. I think that is fairly simple, Mr. Kennedy. There was 
a large volume of Danish bacon going to the British market and a small volume 
of Canadian bacon. Naturally they would sell pretty close together with that 
kind of supply situation. As soon as the quota went into effect the volume of 
Danish bacon became very much smaller while the volume of Canadian bacon 
was very much larger, so it is natural— 

Q. But if the quality was up what difference would it make?—A. Well, 
they have their established trades, you know, they have their following, there- 
fore, they are able to get a better price for it. 

Q. Would you agree with Mr. Wilson who gave evidence here that some of 
the bacon going forward from Canada was not all that it should have been? 
—A. Yes, I think that is probably correct over the period, but I also understand 
now that the Canadian bacon going over is of very good quality and giving 
very good satisfaction, because the packers have gradually improved— 

Q. There is no reason then why Canadian bacon should be at all below the 
Danish in quality?—A. I think it is largely a matter possibly of being patient 
to the point of finding an increased outlet for Canadian bacon, because after all 
is said and done each class of bacon in England has its following. We have got 
to create that following as I see it for the Canadian bacon in order to absorb 
these increased shipments. Quality for quality, there might not be much justi- 
fication for a spread, Mr. Kennedy. 

Q. There is another statement you made that I think rather needs some 
explanation. You said something about as the price went up there was less 
consumption of a particular article?—A. Less than what? 

Q. I think you were answering Mr. Young and you said: If the price went 
up the demand for an article would fall off?—A. Yes. 

Q. Is there a noticeable falling off in pork to-day?—A. In pork? 

Q. Yes?—A. Yes sir. 

Q. Will you tell me why it is then that I can get 7 or 8 cents from a farmer 
at Edmonton for pork and 44 or 4-75 a pound for best quality beef steers?—A. 
I do not know quite the point you are endeavouring to develop. 

Q. Well, the point is this, that the price of hogs has gone up, and the demand 
for pork has been at least sufficiently strong that there has not been any falling 
off?—-A. Oh, on export it is very strong. 

Q. No, domestic; 90 per cent is still sold in Canada?—A. I think your 
domestic demand will go down for your product as your price advances. 


By Mr. Sommerville: 


Q. We had Mr. McLean’s statement and I think he said 90 per cent of the 


pork in Canada, of the hogs in Canada were domestically consumed?—A. He 
was referring to farm kill, butcher kill and farm kill. 

Q. I do not know at the moment what the reference was.—A. I think so, I 
think that is what he was referring to. I would say the domestic demand at the 
moment may be 65 per cent. 


a 
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By Mr. Senn: 
Q. That is of the buteher kill?—A. Of the butcher kill. 


By Mr. Kennedy (Peace River): 

Q. The fact is that the increase in the price has not really destroyed the 
demand at all?—A. Yes it has. 

Q. It has affected it very little—A. As the volume of the product goes down 
accordingly your price is based. 

Q. Then the price of beef ought to go up with it—A. The price of beef has 
responded. I think that is one of the things that has helped the beef market, 
and the beef market I think will continue to advance. 

Q. Well, as a shipper of beef cattle I have not seen it yet except in a very 
very slight degree-—A. I do not know about your experience. 

Q. I still think the packers are buying just at rock bottom prices, for as 
low as as they can get, and using every pressure to keep the prices down?—A. 
I think, if you check up the market, you will find that your good cattle are prob- 
ably 32 per cent higher than your medium. 


By Mr. Sommerville: 


Q. You have handed in to us a statement on the storage of eggs, butter and 
poultry by your firm; is this from the Toronto plant?—A. Yes. 

Q. Will you be good enough to furnish us with a statement for all the 
plants?—A. I will be glad io. 

Q. And if you will be good enough to furnish us with a statement of your 
monthly purchases, and your monthly sales?—A. The same kind of a statement 
you have there? 

Q. No, I will show you the kind of a statement we have from another firm, 
so we can have them on the same basis?—A. I will be glad to do it. 

Q. Now, with reference to the statement you have filed, it appears that in 
the year 1933 you handled butter to the extent of 527,915 pounds, of which 
your profits were $6,637.18; or an earning per hundredweight of $1-257—is that 
correct?—A. I presume so, if it is on the statement. 

Q. That earning per hundredweight was after charging the regular storage 
charges into the butter?—A. That is right. 

Q. And that statement of charges included your 6 per cent interest for the 
investment you had in the product?—-A. No, we did not. -We have a carrying 
charge per month which covers the cost of carrying the goods, which would 
include the storage stocks—interest for that particular product carried that month, 
insurance and cold storage. 

Q. That would also carry part of your plant overhead?—A. No, it might be 
stored outside; I think most of it was stored outside. 

Q. Does it carry part of your administration expenses?—A. That would be 
stored outside, most of it. 

Q. Will you show us how your carrying charges are made up?—A. I have 
not got any definite break-up on it. I showed, in the margin there, the figure 
we use—an arbitrary charge of half a cent on butter. 

@. I see here you have an arbitrary charge of half a cent per pound per 
month on butter, you add that to your price, do you?—A. We add that to get 
the accumulated cost, month by month, so we will know what the up-to-date 
cost of the storage product will be. 

. Now then for eggs, I find for the year 1933 you bought 11,266 cases, 
your earnings were $5,778.12, and your earnings per case were -513—that is half 
a dollar a case on a 30-dozen case?—A. Yes. 

(. Then I find that on eggs you make a charge of 15 cents per case per 
month, is that a carrying charge?—A. Yes. 
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Then your storage poultry; you handle 9,524 pounds of poultry, earn- 
ings Mee 671.93, or earnings per hundredweight of '$2- ‘072. And in poultry you 
have half a cent a pound per month while in storage. Were your poultry ship- 
ments western poultry?—A. Some of them may have been; I think most of it 
probably was eastern shipments. 

Q. Your sheet also shows the average price paid in each month for each of 
these products, and the average price for the product in each case?—A. Yes. 


By Mr. Young: 

Q. In regard to butter, Mr. Tapley, was your firm requested last fall to 
dump a quantity of butter which you had on the world markets in order to get 
rid of it and get it out of the country?—A. I do not know as I get that. 

Q. I understand from the Minister of Agriculture that a request was made to 
large holders of butter in Canada that they dump a quantity of their butter on 
world markets? 

The CuarrMan: Mr. Young, that is not a fair way to put it. 

Mr. Younc: Well, how would you say it? Well, they exported it then. 

Mr. Factor: Don’t you like that word “ dump,” Mr. Chairman? 


By Mr. Young: 

Q. At any rate, they were requested to export a quantity of butter even if 
they took a loss, in order to create an artificial scarcity, and to create a price; 
is that right?—A. I am not very familiar with that, our produce man would be 
the one to answer that. I think some butter was exported, two carloads, but I 
do not know the details about it. 

The Cuarrman: I think you had better get me to give evidence on that, I 
could give you some. 

Is that all, gentlemen? 

Well, Mr. Tapley, thank you very much; you have been a very patient and 
a very sood witness, I think; clear in your ev idence. 


The witness was discharged. 


The CHAIRMAN: Gentlemen, as I told you this morning, unfortunately Mr. 
McLean was called away but he will be here to-morrow; and I suggest that we 
start at ten o’clock to-morrow morning, if you will agree to come. 

Mr. SoMMERVILLE: Mr. Burns will be here, and a wire has been sent to the 
Dominion Securities Corporation to have present a representative who is familiar 
with the Burns financing to answer the enquiries of the committee. 


The CuairMAN: We wiil adjourn until ten o’clock to-morrow morning. 


The committee adjourned at 5.30 p.m. to meet again to-morrow, June 1, 
1934, at 10 o’clock a.m. 
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House oF Commons, Room 368, 
Fripay, June 1, 1934. 


The Special Committee appointed to enquire into Price Spreads and Mass 
Buying met at 10.30’ a.m., the Chairman, Hon. Mr. Stevens, presiding. 


Mr. Norman Sommerville, K.C., and Mr. W. W. Parry, K.C., of Toronto, 
appeared as counsel for the Committee. 


The CHatrman: Order gentlemen. The minutes of yesterday record the 
witnesses heard and certain exhibits filed. We will declare the minutes approved. 
Now, Mr. Sommerville, who is your first witness? 


Mr. James A. Law, called and sworn. 


By Mr. Sommerville: 


Q. Mr. Law, you represent Wilsil Limited?—A. Yes, sir. 

Q. What is your position there?—-A. General Manager. 

Q. How long have you been with them?—A. Since 1930. 

Q. Was there any statement you desired to make to the committee in con- 
nection with any of the evidence that has been given respecting Wilsil Limited? 
—A. I think not, sir. 

Q. Your company operate single unit at Montreal?—A. They do sir, 

Q. And they engage in both the domestic trade and the export trade?—A. 
That is correct. 

Q. And you manufacture all kinds of packing house products?—A. That is 
correct. 

Q. You buy on the Montreal stockyards, and also direct?—A. Very little 
direct. 

Q. Your preference is for buying on the stockyards, is it not; that is your 
practice at least?—A. It is our practice anyhow. 

Q. Perhaps you will give the committee the benefit of your judgment upon 
this question, as to whether or not you would prefer all the purchases being 
made on the stockyards, where all the cattle and all the livestock are available, 
and where all packers have an equal opportunity to bid for them?—A. I would 
think, all other conditions being equal, that would be an ideal situation. 

Q. Yes, and in the interests of the farmer whose stock was being offered, 
would that not provide the conditions under which he could get the best price? 
—A. Well, he could feel in that case that he would get as much as his neighbour; 
I do not know that he would get the best price. 

Q. At any rate, there would be open competition between packers, and 
there would be open selling on all the stock together?—A. That is right. 

Q. As a matter of fact, at present the price of livestock, the only published 
price, is that which comes from the stockyard, is it not?—A. Published price, 
yes. 

Q. And these public prices are the prices which given to the farmer might 
give him an idea of what values are on the stockyard?—A. Yes, sir. 

Q. Then the existence of large quantities of livestock being suppressed and 
off the market must have its own effect upon that market?—A. Yes, I would 
think so; although at times when the run on the stockyards is small that may 
have a tendency to raise the price at that particular point. 
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Q. Yes, but if you have your stock all going to the yards, you would not 
have these fluctuations of light and heavy runs?—A. That is correct. 

@. And you would not have these variations between outside buying and 
buying on the stockyards?—-A. That is correct, sir. : 

Q. Now, in the case of your company, will you be good enough to furnish 
us with a statement of your entire purchases of livestock for the past two years, 
by the various sources—that is, direct, stockyards and truck?—A. And divided 
into? 

Q. Divided into the various classes of live stock?—A. Cattle, hogs, ete. 


By Mr. Factor: 


Q. What do you mean, “All other conditions being equal it would be ideal 
to buy through the stockyards”; what do you mean by, “ all other conditions 
being equal” ?’—A. If all the packing houses were situated close to stockyards. 
There are packing houses at a distance from stockyards. I do not know just 
how it would affect us if we were in that fix, whether we would advocate buying 
on the stockyards. 


By Mr. Sommerville: 


(. On the other hand, Mr. Law, if you have a packing plant adjoining the 
the stockyards, and 50 per cent of your entire supply comes into the plant along- 
side of the stockyard, in reality you are setting up a rival market alongside 
of the stockyard; is not that what it amounts to?—A. I suppose so, that would 
make that condition. 

_ Q. And that must affect the stockyard?—A. Oh yes, undoubtedly. 

Q. Then, what is the object of encouraging these direct shipments in this 
way; whereas formerly they used to come to the stockyard, what is the object 
from the packer’s standpoint in encouraging shipments direct to his plant rather 
than getting them on the stockyard; did somebody start it, and the others 
had to follow to stay, or was it something that was done for price?—A. As 
long as I can remember we have had what you call f.o.b. buying; that is, cer- 
tain drovers in certain portions of the country would have connections with a 
certain packing house; that drover would say on Thursday, what can I pay 
for hogs this week-end; he would be told, you can pay so much; and he would 
try to buy the hogs and ship them to his packer customer: 

«QQ, Yes?—A. That I know has been going on-for a long long time. 

| Q. When you get hogs in this way do you pay the drover a commission on 
what he ships to you?—-A. Well, we do not; we have no drovers of that sort, 
we do not do it at all—but it is from past experience I am speaking. 

@. Then, your direct shipments; you buy them on other stockyards?— 
A. Or from Pools where we put in bids. 

Q. Then, of course, your direct shipments that you buy on other stock- 
yards do not go into the same class?—A. No. 

Sey Qe But when you buy on bids from the Pools, these bids are made for you 
by local agernits?—-A. We wire. 
Q: You wire the bids?—A. Yes. 

Q. Do you pay a commission on those hogs?—A. We do. 

Q. To the agent in the area?—A. Yes. 

' Q. And is that the same commission as is paid to livestock men for the 
purchase of cattle on the stockyards?—A. It is the same. 

Q@. The same rates?—A. Yes. 

- Q. So the cost to you on that operation is exactly the same, as far as the 
commission man is concerned, as though you bought them on the stockyards?— 
A. Exactly. 

Q. And as reflected in your dressed cost?—A. Yes. 
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Q. Now, Mr. Law, we had evidence yesterday of wide variation from week 
to week in the bids of the different packers on these Pool hogs. Can you give 
us any idea why this week, say, there should be 50 cents a hundredweight 
difference on bids on Pool hogs?—A. Well, so far as we are concerned, some 
weeks we feel good. 

Q. Yes?—-A. And we have not been able to get the hogs from the Pools 
for a few weeks. 

@. Yes?—A. In that case we may extend ourselves. 

Q. Yes?—A. Other weeks we may have had a cable from England, the 
Domestic market may not be very good, and on the whole we are not feeling 
very good; our bid suffers in that case, some weeks we do not bid at all. 

Q. But that wide variation of 50 cents a hundredweight you never find on 
the stockyards?—A. Well, that would be natural I think, because everyone 
knows what the other fellow is doing right on the market. 

Q. Yes, but outside there is not the same knowledge?—A. Oh no. 

Q. Now, we have had evidence that when live stock is weighed over the 
stockyard scale, the tickets are marked with the price paid, the grade of the 
livestock and the name of both the buyer and the seller?—A. That is correct. 

Q. And that becomes known to the packing house buyer at once?—A. Yes. 

Q. It is a general practice to keep runners?—A. Oh yes. 

Q. And in this way the packers know what is going over the scales, and > 
the prices being paid?—A. They are getting quick action. 

Q. What would you think of that same system applying to a packing 
house, where the same information would be available to all others, to the 
general public and the farming community as well; there is nothing to prevent it 
applying?—A. You mean, if the individual packing house had to stick up some- 
where the price it was paying for its particular lot of hogs? 

The CHatrMAN: Apply the same system as now applies to the stockyards. 

The Witness: It would not do you any more harm there than it would in 
the stockyards, I would say; if they know what you are buying in the stock- 
yard it is all right. 


By Mr. Factor: 


Q. How would you work it, have fellows running into the Canada Packers 
plant say?—A. Stick it up on your own place. 


By Mr. Sommerville: 


Q. Such information would be available to government officials, and others, 
the same as on the stockyards?—A. You might inform the government repre- 
sentatives at the stockyards what you are buying, and so on, if that were 
desirable. 


By Mr. Factor: 
Q. You mean, a daily report from the packing house to government repre- 
sentatives?—A. That would be all right, I would say. 


By the Charman: 


Q. That would not match what happens on the stockyards?—A. No. 

Q. If a packer for instance has 60 or 70 per cent of his hogs coming in 
direct, which is the usual thing, he buys 30 to 40 per cent or thereabouts on 
the market; you know what the other fellow is doing with his 30 to 40 per 
cent, but you do not know what is happening to the other 60 to 70 per cent?— 
A. Information comes in from the country. too, as to what has been paid for 
hogs at various points. You would be surprised how quickly that information 
gets around. 
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By Mr. Sommerville: 

Q. You are anxious to get that, all the packers are anxious to have it?—A. 
Not only the packers, but the man who is operating in the country—he gets 
a bid from one packer and the chances are he will phone another packer, | am 
bid so and so, how much do you want to bid at. Information like that gets 
around very quickly. 


By Mr. Isley: 

Q. Those are men buying in the country, how about the people who are 
selling?—A. Well, the drover usually has a certain number of farmers in a 
territory whose hogs he generally takes; that drover tries to do the best he 
possibly can for the farmers in his area, he has to. 


By Mr. Sommerville: 


Q. But he is not forgetting himself?—A. He would naturally be in it, he 
is trying to get the highest price possible. 


By Mr. Ilsley: 


Q. How do you know about that, how much the farmer knows about what 
the packing houses are paying for direct shipments; does the farmer know 
immediately, or almost immediately, what is being paid on direct shipments ?— 
A. Oh, I think they do. I think that the Toronto papers generally show a 
price f.o.b. country points; they would have that the day after anyway. 


By Mr. Kennedy (Peace River): 


Q. A lot of the farmers would not get it until the week end?—A,. That 
might be, far back in the country; yes. 


By Mr. Ilsley: 
Q. There are some places in the West where they are not getting it quickly? 
—A. A lot of them are securing it by radio now. 
The CuamrMan: Those are stockyard quotations collected by the Depart- 
ment of Agriculture. 
The Wrrness: Not necessarily, in Toronto the f.o.b. price is in the papers, 
and that is the price paid in the country station. 


By Mr. Factor: 
Q. You mean, by the packer?—A. By the packers, or their representa- 
tives. 
By Mr. Edwards: 


Q. Would it not be a fact that there would be a natural tendency on the 
part of the drover to do the fair thing by a group of farmers whose product 
he takes, because if he did not, he would only last so long, would he not?—A. 
Oh yes, because he has competition, and he has to get the best price possible 
for his farmers. 

Mr. Insuey: In the farming community of which I am speaking, news of 
prices travels like lightening; take with respect to the purchase of farm pro- 
ducts of almost any kind, and I was wondering if that was general throughout 
Canada. I am not speaking about live stock at all, but rather of such things 
as apples, potatoes and the like. The buyers make an offer, and almost im- 
mediately all the people in the vicinity know just about how much his offer iS. 
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By Mr. Sommerville: 

Q. That may be, in a seasonal crop; but with a day to day product, such 
as butter, eggs and live stock, the situation is different; they have got to be 
advised from day to day or week to week—there are variations?—A. You 
would be surprised how well they are posted, and how quickly that information 
gets back. 

Q. At any rate, the farmer has no one representing him when the deal is 
made between the drover and the farmer in the country?—A. That 1s so. 

Q. But on the stockyards he has a commission man thoroughly familiar 

with market requirements?—A. That is correct. 

, Q. Now then, if the packing house purchases were unknown to the com- 
mission men on the yard, would they not be in a better position to gauge the 
market than they are at present when he does not know what you have pur- 
chased outside of the market?—A. As a rule, they do know; not in our own 
case, but in other cases—the price is given probably two or three days ahead 
of time. 

Q. I am not talking about price, I am talking about quantity?—-A. If they 
could have a man checking up on that? 

Q. Yes, but we have had evidence that very large quantities come by 
truck in some classes, and that this truck business is increasing?—A. Yes. 

Q. And that because of the existence of that truck business buyers will 
remain fairly quiet on the early market, staying off until afternoon, until they 
know what is coming in by truck. This buyer has his knowledge of what 
the supply is, but the seller has not; is not that a fact?—A. I do not know 
just what the conditions are in other markets, in Montreal the volume coming 
by truck is not very great, and in the winter it is practically non-existent 
owing to road conditions. 

Q. Then you cannot speak about that?—A. Not accurately. 

Q. With respect to Montreal, can you tell me: we had some evidence here 
that in the month of March you were all being made to enforce the hog 
differentials on the Montreal market?—A. Yes, sir. 

Q. What is the system that is working there now?—A. The same as is in 
existence all over Canada west of Montreal. 

Q. Then you have been successful in having the hog differential apply on 
the Montreal market?—A. To a degree. 

Q. To what degree?—A. I understand that there are some hogs still being 
sold flat, or approaching that condition, to some of the smaller operators. 

Q. But your packing company, and the Canada Packers, at Montreal, 
insist on buying them only on the basis of the fixed differential below the 
bacon?—A. Yes, sir. 

Q. And that has been in operation since March 12 last?—A. About that 
time I would say. 

Q. And do you insist also on getting all the grades, you do not allow them 
to sell out the grade below bacon and then take the premium and bacon at 
their value? A. No—well, that has been done, but it is not a general practice. 

Q. You do not encourage it?—A. No. 

Q. You discourage it?—A. Yes, sir. 

Q. Why do you insist on them giving you all the grades, when as a matter 
of fact the most desirable grades are bacon and select, particularly for the 
export market?—A. Well, we are in the Domestic trade as well as the export; 
and I would like just to put in an idea: while we pay a dollar a head premium 
for selects that does not mean that that particular hog is worth a dollar more 
than the hog of the grade below. 
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Q. What do you mean by that; apparently that is a differential that is 
put on for that very purpose, showing that it is worth more and encouraging 
the farmer to grow more?—A. Well, the latter part of that is correct; the 
purpose of encouraging the farmer to grow a better class hog. 

Q. But you say the select hog is not worth a dollar more than bacon?— 
A. Than the next grade. 


By Mr. Senn: 


Q. How much is it worth then?—A. I do not know that an exact figure 
can be put on that. 
Q. Is it worth any more?—A. Oh yes, I would say it is. 


By Mr. Kennedy (Peace River): 
Q. Does that mean that selects should go down, or that bacons should 
go up? : 
By Mr. Sommerville: 


Q. I was just going to follow that up. Mr. Law, does that mean that the 
select should go down, or that the bacon should go up to the same level as 
select?—A. No, sir. ) 

Q. What does it mean then?—A. The whole proposition is that some years 
back the quality of hogs coming on the market was not good, and it was thought 
that some effort should be made to improve the quality of hogs in Canada. 

Q. Yes?—A. Now, a method was devised—say roughly—of paying the. 
man who produced a good hog a little more than the man who does not, and in 
that way tone up the general quality of hogs in Canada? 

Q. Yes?—A. Because a certain differential has been placed on the different 
grades that does not mean, or could not mean I think, that those particular hogs 
were just exactly worth so much less or so much more. 


By the Chairman: 

Q. Would you say, Mr. Law, that a light hog or a butcher is worth a dollar 
less than a bacon hog?—A. No. 

Q. Why do you insist on paying the farmer a dollar less? —A. For the reason 
that a certain system has been devised with an attempt to improve the quality 
of hogs, and we say we will say we will pay you so much more for an extra 
good hog, and so much less. ; 

(. But for its use a good butcher hog is just as good a hog as a good bacon 
hog?—A. No, there is a little difference—there is some difference. 

. Well, for its use in the fresh meat trade?—A. Well, a pork loin from an 
average butcher might work out as well as a pork loin from an average bacon, 
but an average butcher hog is not as nice a quality as a bacon. 

Mr. SOMMERVILLE: We are not talking about form, we are talking about 
uses, 

By the Chairman: 

Q. What is the differential with the heavy, for instance?—A. I think it is 
a dollar, I forget exactly; 50 cents a hundred, I think it is, on the heavy. 

. It is more than that; oh my gracious, yes; it is a dollar and a half, or 
two dollars. 

Mr. SOMMERVILLE: On heavies it is 50 cents a hundred. 

The CHARMAN: Below what? 

Mr. SOMMERVILLE: Below bacon—a dollar on a hog weighing 200 pounds. 

The Witness: If it weighs 250, it is just so much more. 

The CHarrMAN: It is a dollar, is it? 
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By Mr. Sommerville: 


Q. Let me see what it is in Montreal, it varies a little in different places. In 
Montreal your premium is a dollar a head of bacon on heavies; on butchers it 
is a dollar a head below bacon; on lights it is 50 cents per head below?—A. Per 
hundred pounds. 

Q. I think they have got this incorrect—this table on page 2242 is 50 cents 
a hundred lower on heavies; then it is a dollar a head?—A. On heavies it would 
amount to probably $1.25 or $1.30. 

Q. And on extra heavies it is $1.50, isn’t it?—A. Yes. 


By Mr. Senn: 


Q. Do you really believe it is very necessary that we should have a larger 
percentage of bacon and select hogs?—A. If we are to get into the export market 
and improve our position there, it is very very desirable that we get a better 
hog. 

Q. Do you think that this system of premiums and discounts is having a 
beneficial effect along that line?—A. On the quality of the hogs? 

Q. Yes?—A. Oh, I think so. 

Q. Why is it, it has been in vogue some 12 or 15 years, we only have a 
percentage of anywhere from 15 to 20 per cent of bacon coming to market yet? 
Do you give any reason why there is not a larger percentage to-day, if this 
system is working out satisfactorily?—-A. No, I could not give you any reason; 
I might give you an opinion. 


By the Chairman: 

Q. Give us your opinion, we would like to have it?-A. This story is 
pretty wide spread, but for a few years the prices of all products were very 
low; and we know that for a few years we were out of the export market, and 
I do not think that the farmers exercised the care that they might have at 
that particular time owing to the low prices. But now that prices are higher and 
prospects look brighter I think there is very much keener interest amongst the 
producers in regard to improving the quality of the hogs; and I think we are 
getting very very rapidly— 


By Mr. Senn: 

Q. Mr. McLean made the statement when he was before the committee that 
there were certain reasons why the price of hogs had increased, and the hog 
industry was in a different position to-day; he also made an estimate of the 
value of the changes to the farmer. Have you read his evidence on that?— 
A. In a general way, I have heard it. 

Q. Do you agree with him as to the reasons why prices on hogs have 
increased; that is, as a result of the Ottawa agreements?—A. Oh yes, there is 
no doubt about that; to-day the basic quotation at Chicago’is 3-5 cents per 
pound, while at Montreal it is 9-25 cents. 


By Mr. Ilsley: 

Q. Those are different quality hogs?—A. The difference in quality would 
not affect the price, I would say, a quarter or a half cent. 

Q. Just for information, do they not in the United States get some more 
money out of their hogs as the result of a processing tax or something?—A. 
The United States government collect from the packer a certain amount per 
pound for every hog that he processes, and that money in turn is used amongst 
the farmers for certain purposes, I think on crop reduction and so on, but if 
the American packer exports that product he gets back— 
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Q. But does not the fact that the packer is taxed for the benefit of the 
farmer to reduce his production reflect itself in the price that is paid in the 
stock market?—A. Well I don’t think so. There is a certain fixed figure that 
the packer has to pay the government on every hog he buys. 

Q. Yes, therefore he pays less on the stock market; the farmer gets part 
of that back through the price offered on the hog market and, therefore, the 
price offered on the market is, to some extent, influenced by the process tax, 
is that not right? 


The CHatrMAN: Lessened by the processing tax. 


By Mr. IIlsley: 
Q. Yes, lessened by the processing tax.—A. Well I do not know. That 
certainly is not the purpose of it. 


By the Chairman: 
Q. In other words every packer over there passes it back to the farmer? 
—A. No, he does not pay it back to the farmer. 


By Mr. Ilsley: 

Q. The government passes it on to some of the farmers?—A. Yes. 

Q. Perhaps there is some answer to it, but if he has to pay a substantial 
sum to the government in addition to what he pays the farmer on the stock 
market and some of the farmers get that money then that set of circumstances 
means lowering the price that is offered on the market?—A. I would not say 
so, because if to-day the American producer or packer had free access to the 
market in Great Britain his market would open up. 


By Mr. Senn: 

Q. Could you tell us, Mr. Law, how substantial that tax is, and what it 
would mean per pound?—A. I know that on pork loins it is 5°15 per one 
hundred pounds. 

Mr. SoMMERVILLE: That is on loins. 


By Mr. Senn: 
Q. Yes, but on the hog to the farmer?—A. On the hog it must be some- 
where in the neighbourhood of two cents. 
Q. And you say that is returned to the farmer?—A. Through some process 
the government has fixed. 
The CHAIRMAN: ‘To some farmers. 


By Mr. Edwards: 

Q. But the producer of the hog does not necessarily get it?—A. I would not 
say that. 

Q. The same as the differential between the Chicago and Montreal 
markets, as I understood you the Chicago market is about three and one-half 
cents and the Montreal market nine and one-quarter cents, and that is due 
very very largely to the increase in exports?—A. Entirely due to our free 
entry to the British market at the present time. 


By Mr. Senn: 

Q. There is an opinion expressed quite frequently that the type of hog 
that is used in Denmark would be more suitable for the bacon trade, par- 
ticularly for the export trade, than the type of hog that is raised in Canada. 
Have you any opinion to offer on that?—A. Well, the bacon producers in 
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Denmark for years and years have concentrated on producing a hog that will 
produce bacon that will satisfy the people in England, and their hogs are largely 
one type. It is a small country and they have very tight control on production 
and killing and everything else. 

Q. They have very strong control?—A. Yes. In this country the hogs 
are not all of one breed or type; they vary greatly, and it would be a big task, 
I would think, to put into force any control that would make the farmer grow 
the accepted type of hog that is needed for the British market. 

Q. Would that be as economical a hog to raise as the Denmark type of 
hog?—A. The system in Denmark, I think, has shown that the good hog can 
be produced more cheaply than something that is inferior. 

Q. Well, there is quite a large question among the hog producers as to 
whether that type of hog should be introduced into Canada or not. Do you 
think that they should?—A. Well, yes, because as I say the market which at 
the present time is setting the value of the hog, is the market to which we 
should cater, and that is the English market; whether we ship 10 per cent or 
15 per cent, that is the market that is setting the value, and that is the reason 
that the Canadian farmer is getting such a good price for his hogs to-day. 


By Mr. Ilsley: 

@. On those figures do you say that these grades are comparable? I 
understand that they are not.—A. Within half a cent a pound I would say yes, 
because an American ham will sell in England within a shilling or so of the 
Canadian, and in some particular brands will sell for more than some brands of 
Canadian; and the American ham is a popular article in England. 


By Mr. Sommerville: 

Q. And that type of hog includes more than our grade of premium?— 
A. Oh, yes. 

Q. It covers premium, bacon, and butchers, generally speaking?—A. Well, 
generally speaking, yes. 

Q. So that the American hog that is their top price is practically the same 
as our top three grades?—-A. Well, the buyers in the Chicago market—the price 
there as a rule is not paid with the regularity that we pay here. For instance, 
hogs here are 9 cents, everybody is paying 9 cents; at Chicago some particular 
load might be worth 3.40; another load might be worth 3.50, a little better type. 

Q. There may be some slight variation?—A. Yes. 

Q. But my point is, that in their grading their top price would come within 
selects, bacons and butchers?—A. I would think roughly that. 


By Mr, Ilsley: 
Q. I find in Mr. McLean’s evidence, page 256, the following:— 


By Mr. Kennedy (Peace River): 

Q. About what grade of hog would the American live hog compare 
with?—A. We really have a type of hog, but it would be—the only hog 
that we have that is like it, is our sow, the fat sow, sows that have been 
fattened after breeding. 


Have you any comment to make on that?—A. Well, I have operated on the 
other side, and the hogs on the average are fatter. As a consequence, hams 
sold on the American market, most of them are what are called skinned hams; 
a certain portion of fat and of what is left— 

Mr. SOMMERVILLE: Rendered.—A. A good ham. The skin and fat, of 
course, as you say, is rendered. 
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By Mr. Sommerville: 


Q. What is taken off is rendered and the balance sold as a good ham?— 
A. The hog is a fatter hog, no doubt, but the eating quality is quite all right. 


By Mr, Ilsley: 
Q. At page 255 of the evidence: — 


Q. That amounts to 24 cents a pound, on the hogs they sell?—A. I 
would rather you would not ask me for details of that, because I do not 
know. 

Q. That would make a difference of 34 cents a pound to be added 
to the price of hogs in Chicago?——A. I don’t know that. 


I think they are talking about the processing tax:— 


Q. 25 cents to be added to the price of hogs in Chicago that the 
farmer ultimately receives?—A. I doubt that is the case, but I would 
not want to say; I don’t know. 

Q. You do not know anything about that. Do you know of the 
difference between the American hog and the Canadian hog? The price 
you quote here is for a Canadian select bacon hog. Is that hog known in 
the States at all; do they raise them?—A. No. 

Q. What kind of hog do they raise down there?—A. A fat back hog. 

Q. A class of hog that would not go over in this country. 

That is a fact, is it that they do raise in the United States a fat back hog?— 
A. Well they do not term it in that way. Their regular run of hog will carry 
more fat than the regular run of Canadian hog. 


By Mr. Sommerville: 


Q. As a matter of fact, their regular line of top hog would be included in the 
three grades I have mentioned; many of our heavies would be included in their 
top run of hogs as well?—A. No. The hogs run up to, I would say 230 pounds 
or 240 pounds. 

Q. However, you say that the differential on premium hogs was fixed with 
a view to encouraging the improvement of hogs?—A. Yes. 

Q. That was under government auspices, that is for the premium?—A. I 
think that was provided in consultation with the swine breeders and with the 
government. 

Q. So I believe. You say also that there is not the difference in value 
between hogs below the bacon that is represented by the differential of $1 a 
head or $1.50 or $2 a head that has been indicated by the Chairman?—A. I 
would not say it is the difference in value either way. | 

(). But the differential below the bacon was a fixed differential, that is, put 
on by the packer as the basis upon which he will buy, and you say that is not 
on the basis of value but with a view to encouraging the production of better 
hogs?—-A. That is the idea, sir. 

Q. And in the meantime until that ideal hog is produced the packer gets 
the benefit of that differential?—A. No, sir. 

Q. Well, if the differential does not represent the value of the hog, as you 
have just sworn, who gets the benefit of it?—A. In the first place, we pay a 
certain amount of money for a given quantity or weight of hog. 

Q. Yes?—A. Now, what happens in between does not matter a very great 
deal to us. What I mean is, if the average run of hogs to-day are worth 94 
cents a pound— | 
_- Q. Bacon grade?—A. No, to put through the plant, in that case the quota- 
tion ter bacon hogs might be 9-25 or 9-35; I do not think that the application 
of the differentials makes an appreciable difference in the amount of money that 
actually passes to the farmer for his production of hogs. 

Q. Do you not think so?—A. No. 
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By Mr. Factor: 


Q. The farmer does get the $1 or $1.50 less which you say does not repre- 
sent the actual difference in the value?—A. No, but for the hogs that he produces 
he gets a certain amount of money, and we pay a certain amount of money— 

@. Suppose the differential was abolished entirely and the farmer would 
only get a premium on select hogs, would not he benefit in the amount of money 
he received for his hogs?—A. If he produced a good proportion of selects he 
would. 

The CuHatrmMan: But, Mr. Law, in Montreal, March 12, before you forced 
upon the stockyard trade the differential system, is it not true that the average 
price of heavies in Montreal was about 50 cents above Toronto and there was a 
drawing of heavies to Montreal even from the Toronto area?—A. Well, we have 
always had hogs come from the Toronto area; we have to pay for our hogs. 

Q. We have had evidence here to the effect that there was a higher price 
paid for those below the bacon grade in Montreal than in Toronto?—A. No. 
We have always had to bring hogs to Montreal from sections west of Montreal. 


By Mr. Sommerville: 

@. Then were you paying less?—A. We had to pay more than would be 
paid in Toronto, just like we would with wheat or anything else when it is 
brought east, it is increasing in value all the time. 

Q. Oh yes, but this was quite different, in fact, it has been definitely stated 
in evidence that the prices paid for orades below the bacon gerade were higher 
in Montreal than in any other yard in Canada?—A. That is correct. 

Q. That is correct?—A. Yes. 

@. And they were sold on a flat rate?—A. No. 

_Q. The hogs were all sold on a flat rate before the 12th of March?—A, I 
would not be sure of that. Sows were not sold; extra heavies, I would not be 
sure of that, but so far as bacon and butchers— 

Q. Butchers, bacon, lights and heavies?—A. Not always. I know that the 
bacon and butcher hogs were not differentiated between but the others were. 

Q. Yes?—A. That would infer I think that in the Montreal neighbourhood 
there was the demand for a heavy hog so encouraging the shipment of these 
heavy hogs to that market. 

Q. Now, Mr. Law, if you were not paying more for these grades below the 
bacon grade, why did you force on the 12th of March the Montreal market to 
come into line with all the other markets in Canada and force the differential 
upon them?—A. It was represented to us that our action in buying hogs flat on 
the Montreal market was detrimental to the general program of improvement 
of hog production in Canada. 


By Mr. Ilsley: 
Q. By whom, who represented that to you?—A. The Department of Agri- 
culture. 


By Mr. Sommerville: 

Q. And who in that department?—A. Mr. Pearsall. 

-Q. With what result?—A. The result was that we fell in line with the 
other sections of the country. 

Q. And it was solely because of that?—A. Yes, sir. 

Q. Was it not at the instance of certain other packers who approached you 
with a view to having you come into line?—A. Well, I don’t know, the other 
packers were interested in it too. 

Q. But did not the invitation come from other packers to you to come into 
line and force the same condition upon the Montreal market that prevailed upon 
the other markets?—A. No, sir. 

86332—161 
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Q. Was there not a conference held for that puropse. With other packers 
in Montreal?—A. No, sir. After Mr. Pearsall’s visit to us, yes. . 

Q. Yes. And as a result of this conference then you insisted that the 
differential take place on the Montreal market as on the other markets?—A. 
That is correct, sir. 

Q. That is your statement?—A. Yes, sir. 


By Mr. Kennedy (Peace River): 


Q. Does the Department of Agriculture insist on that differential, or is it 
the premium on the selects that they insist on?—A. The premium is insisted on, 
but they do not specify what the differentials below are to be. 


Mr. Kennepy (Peace River): Exactly, I think that is the point. 


By Mr. Sommerville: 


Q. As a matter of fact, the Department of Agriculture have nothing what- 
ever to do with the differentials below the bacon?—A. With that amount? 
Q. With the amount of it?—A. No. 


Mr. Kennepy (Peace River): That is fixed by the packers. 


By Mr. Sommerville: 
@. That is fixed by the packers?—A. Yes, sir. 


By Mr. Factor: 


Q. But the principle of applying the differential in the Montreal market 
was suggested by Mr. Pearsall?—A. Yes. 
Q. Of the Department of Agriculture. 


By Mr. Ilsley: 


Q. Did you find that having no differential encouraged the production of 
poor hogs for market at Montreal?—-A. Well, I do know that ten or twelve 
years ago when I first went to Montreal, the hogs marketed there were not very 
good, and I do know that they have improved. 

Q. Without the differential? 


Mr. SomMeErRvILLE: Without the differential below the bacon. 

Mr. Iusuey: Yes. 

Mr. SoMMERVILLE: When they were being sold on a flat rate. 

The Witness: We paid them a premium for the selects at that time. 


By Mr. Factor: 


Q. I can see the advantage to be secured by the production of a better hog, 
but I cannot see how the application of a differential would encourage the pro- 
duction of a better hog?—A. Well, if you penalize a man you are going to make 
him do something different if possible. 


By Mr. Kennedy (Peace River): 


Q. Mr. Law, has not the matter of the premium policy of this country been 
fixed with the object of aiming at the production of that type of hog, and the 
other grades below bacon and so on are largely accidents; you just have them 
on your hands as the result of trying to produce a particular type of hog?—A. 
I would not say that because we know that years ago the hogs coming from the 
a were not a very good type, but now we are getting really good hogs from 
the West. 

Q. As the result of the premium policy aiming at the type?—A. Well, I 
cannot say that it is just the result of the premium and no reflex from the 
penalty. 
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Q. My question is simply because of this fact that I think the spreads 
below the bacon, the penalties if you like to put it that way, are not a real factor 
in producing better hogs; it is the premium on the selects, and I think that was 
the idea in fixing the premium?—A. Well, as I said before, if you are going to 
pay a premium for a good article that infers, I think, a penalty for an inferior 
article. 


By Mr. Sommerville: 


Q. No, that is the packers’ inference. The government’s inference was: We 
will set a premium and therefore they will strive for the premium. And the 
packers said: We will put a penalty on and, therefore, we will discourage. Is 
not that the fact?—A. The combination has produced a better hog in the West. 

@. And more money for the packer?—A. Well, I would not say that. 

Q. Let us see. During the last five years, you agree with the auditor that 
you carried into income reserve $714,336.68?—A. Yes, sir. 

Q. And then your dividends paid were $68,000?—A. Yes sir. 

Q. And your bonds redeemed were $143,000?—A. Yes sir. 

Q. And that is an improvement of $925,336.68 out of cperating in five 
years’—A. Yes sir. 

Q. At Wilsil’s?—A. Yes sir. 

Q. That is pretty good work, is it not?—A. I do not figure it to be abnormal, 
it is reasonable. 


Mr. Kennepy (Peace River): Mr. Sommerville, I do not think you brought 
up the question of the. advisability of separating the hogs in the different: 
grades and selling them. 


By Mr. Ilsley: 


Q. About this question of hog differentials, it seems we will never leave 
it; but is it true that a farmer is likely to get as much for a butcher hog as a 
bacon? Is he likely to produce a butcher hog that will pay him better to-day, 
will he get more out of it?—-A. I do not think so. I am not a breeder or a feeder, 
but my opinion is that it is just as cheap to produce a good hog as a bad one. 


By the Chairman: 


Q. Would you say a butcher hog is a bad one?—A. Not a bad hog. 

Q. Well now, here is some evidence we have, Mr. Law; this is evidence 
from a Montreal seller, one of the Commission men, Mr, Donovan, I think it is, 
at page 814:— 


Q. Then your system in Montreal has been selling at a flat rate plus 
a dollar for the selects, or selling each individual grade as you saw fit, 
to the best buyer in each grade?—A. Right. 

Q. And that has been your practice steadily?—A. Yes. 

Q. And how does that compare with the system of selling for a fixed 
differential, in the return that it makes to the producer?—A. Well, I 
would say that it returns anywhere from $10 to as much as $40 or $50 
per load more to the producer. 

Q. Perhaps you could illustrate that with some of your experience 
this very week. Take some of Monday’s sales, Monday of this week, 
your own sales?—A. Well, on Monday of this week, I can state offhand 
that I had one lot of 46 hogs that were all butchers. The packer’s price 
was 8 cents a pound for that bunch of hogs, but I sold them to a local 
butcher who asked for a bunch of butcher hogs, for 84 cents a pound. 

86332—1614 
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Now you see he got half a cent a pound for those 46 butcher hogs more than 
would have been given to him by the differential; at that time they were just 
trying to force the differential on the Montreal market; and he goes on:— 


Q. And on that load the producer got what?—A. Well, $46 instead 
of $1 a head cut. He got that dollar in there, half a cent a pound. They 
averaged about 200 pounds. 


In other words, they got $1 a head more. Now, that is a tremendous amount 
to the producer. It may not mean much to a packer but it certainly means 
something to the producer, and what I cannot quite understand is why the 
packers insisted in Montreal, after Montreal had for years followed out the 
practice indicated here, that the differential below bacon should be imposed. 


By Mr. Sommerville: 


Q. Well, you agreed to do so and you did, in any event?—A. That is 
correct, sir. 

Q. That is the only answer is it not, Mr. Law?—A. Yes. 

Q. And it was a packers’ differential that was put on?—A. So far as the 
lower grades are concerned. 

(). Now then, Mr. Law, in Montreal there are packers that do not engage 
in the general packing industry?—A. Yes, sir. 

Q. And they cater to the local domestic trade?—A. Yes, sir. 

Q. And they kill and supply fresh meat to the domestic trade in and about 
Montreal?—A. That is correct, sir. 

(). And if these men wanted to buy all the light hogs from a load they 
could not do so under the present enforced differential system?—A. Well I 
would not say that they could not. 

@. Well, it is mighty difficult for them to do so, let me put it that way?— 
A. Well, they are not divided up as they used to be. 

. No, they are not divided up as they used to be because you insist upon 
having the whole load and not take the remnants after they have taken out the 
lights or the heavies, or the butchers, is not that correct, although the remnants 
of the load are of the very finest grades, the selects and bacons; you refuse to 
take them if they break up the load?—A. The remnants are what? 

Q. I say that if they break up the load, if they were to give these local 
butchers the lights and the butcher hogs you would refuse to take the balance 
even if they were all selects and bacons?—A. Not necessarily, no. 
ee . Well, but we have evidence here that you did for a whole week?—A. 

0. 


Q. Well, a man came forward here and said that for a whole week his 
selects and bacons remained in that yard and he was being penalized because 
he had sold his butchers and his lights out of the load, and nobody would give 
him a bid, that is, no buyer for the packers, either yourselves or Canada Packers, 
would give him a bid on the selects and the bacon hogs that he had in the yard 
and they remained there from the one Monday till the following Monday, 
that is sworn evidence, is not that true?—A. I would not like to say, sir. 


By Mr. Factor: 

@. Why do you present the argument if you are looking for a good hog, 
and under a system of that kind you will not purchase a better hog just because 
the lower grade is taken out?—A. Well, I have already said that the select 
hog is not worth to us the dollar extra that we have to pay on it. 


By Mr. Sommerville: 


Q. All right then, you get the bacon— —A. Nor is the butcher hog. 
@. —worth a dollar less?—A. It is not worth it to us, in my opinion. 
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By Mr. Kennedy (Peace River): 


Q. Then how do you manage to make that statement in view of the evi- 
dence we have had here that they cannot trace through a particular load of 
hogs; how does the identity result there?—A. We figure to pay a certain amount 
for our run of hogs. 

Q. But how do you say that the bacon is not worth a dollar more?—A. 
It may be worth part of that dollar, but I say the premium on select hogs 
will not be worth the full dollar to us as for the hog of the same weight. 


By Mr. Sommerville: 


Q. As a matter of fact, when these hogs are bought and paid for on 
the differential, the differential is applied only for the purpose of settlement?— 
A. That is all. 

@. And when the hogs go on the killing floor and are killed they lose their 
identity ?—A. Yes sir. 

Q. You do not then identify them as selects, bacons, butchers, lights, or 
heavies, or sows?—A. No sir. 

Q. They go right through to the various rooms for the various cutting pur- 
poses, and for processing and such like?—A. That is correct. 

Q. And do you agree with the auditors that it is impossible to get the 
exact cost of the various cuts of the animal when once it has been broken 
up?—A. Yes. There is a simple way of looking at that. 

Q. But is that a fact?—A. Oh yes, that is a fact. Other manufacturers 
manufacturing by-products know what goes into anything they make. We 
buy a finished article and break it up and it is impossible, therefore, to work 
it down. 

Mr. Factor: It was Mr. Hambly who said he could not get a bid on his 
bacon or selects for five days because the butchers had been taken out. 


By Mr. Kennedy (Peace River): 


Q. Has there been a noticeable falling off in the selects since the premium 
was reduced some years ago; the premium was reduced from $2 to $1?—A. I 
think generally in the country the quantity or the percentage of selects has 
increased; I think it has been increased. 


By the Charman: 


(). Before you leave that, I was a little bit perturbed a moment ago about 
Mr. Law’s statement that they were advised by the Department of Agriculture 
to put in this system. I recall that there was some evidence on that before. I 
just want to call your attention to that evidence, Mr. Law, because I suggest 
to you that in the light of what you said you would like to reconsider your 
answer there. In this case Mr. Donovan was under examination, and it was 
in connection with the suggestion that Mr. Pearsall had written a letter or given 
some instructions as you suggest; and then the question was asked—I think 
by Mr. Ilsley—this is on page 820 of the evidence—and Mr. Donovan’s answer 
was:— 

As I understand it, a member of the Department of Agriculture 
admitted to the Minister that it was his suggestion to the packer that the 
buying of these hogs flat had a tendency to decrease the number and 
deteriorate quality, and it was on his suggestion this new regulation was 
being put in force. 


And then there are some further questions followed by examination by Mr. 
Sommerville: — 

Q. I want to follow that through. When it was brought to the 
attention of the Minister, I understand from you, that the Minister said 
that the Department of Agriculture was no party to any such arrange- 
ment?—A. No party to any arrangement to discount any grades of hogs. 
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Q. In other words, the Minister did not agree with any suggestion 
of any member of his staff; is that the fact?—-A. You may take that con- 
clusion. That is the conclusion we came to. 

Q. And as a result you subsequently got this letter from Barton?— 
A. Yes. 

Q. From the Deputy Minister, Dr. Barton?—A. Yes. 

Q. Which cleared the air for you?—A. Yes. 

Q. That you could sell your hogs on the actual grades on their own 
value?—A. Right. 

Q. And that there was no differential as far as the department was 
concerned?—A. Yes. 

Q. And that is the conclusion you came to as the result of your con- 
ference?—A. Yes. 


By Mr. Factor: 


Q. Although an official of his department did actually advise the 
packers to exact a differential?—-A. Not advised them, but suggested that 
this differential would improve the quality and increase the quantity. 


Now, that seems to indicate that subsequent to this so-called advice there was 
a correction from the Department of Agriculture which left Montreal free to 
make its own determination that did not force you to inaugurate this system of 
differential?—A. Well, sir, there are regulations which force us to settle for all 
hogs on the graded basis. 

Q. The bacon premium?—A. The bacon premium—all graded right down. 


By Mr. Sommerville: 

@. No, no. Where are these regulations now?—A. I think I can produce 
them. 

Q. I would lke to see them. I have never yet seen them, and I have been 
hunting for them ever since we opened this inquiry. You say there are regula- 
tions which require you to settle on the basis of grades?—A. Yes. 

Q. That is, a statement that you shall settle on a grade; but the only regula- 
tion that fixes any differential really is that which fixes the premium of a dollar 
over the bacon, is that the fact?—A. That is correct. 

Q. Under those regulations?—-A. The government has not at any time fixed 
the amount of the differential on anything below the bacon grade. 

Q. Quite; and you have never approved of any fixed differentials that the 
packers have imposed?—A. I could not say that. 

Q. You do not know of any approval?—A: I do not know of any; and I do 
not know of any to the contrary. | 

Q. So that when you say you have settled on a fixed grade, you do not have 
to put a differential below bacons under government regulation; that is your 
own choice, is not that a fact?—A. I can get the regulations we have on the 
subject. 

Mr. Inustny: There is a mystery in this matter because I see on page 821 
that according to the narration of what went on at a conference the Minister of 
Agriculture appeared to think that the regulation required some differential 
below bacon. The evidence is this:— 


By Mr. Sommerville: 

@. When this was brought to the attention of the Minister in con- 
ference, the Minister repudiated any such responsibility?—A. Yes. 

Q. Or the authority of any member of a staff to do any such thing 
as that?—A. If you will let me explain a little further, I think we can 
clear this up. At the meeting with the Minister and the Deputy Minister 
and Mr. Pearsall, we got to the point that the Minister explained to his 
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Deputy Minister and Mr. Pearsall and ourselves, that zero was as much 
a differential as 50 cents or a dollar. Zero was a numeral, and it was a 
differential, if you would, or one was a differential. Whether it was zero 
or $1 a hog, it was still a differential, and complied with the letter of the 
law... 


A. Yes, that is right. 
Q. They seemed to think they should put a regulation on according to the 


differential below bacon?—A. Yes, that is right. 
@. The answer continues:— 


... Now, the Minister had an appointment; there was a caucus that 
morning at 11 o’clock, and it was 11.45 then. He left to go and said he 
would get in touch with us later. We came back to the hotel, and we 
did get in touch with Mr. Barton about it, and this is the letter. Then, 
the next day, after our meeting, I do know, the Department of Agriculture 
called in the packers from Montreal for another meeting, and then they 
gave us this letter after that. 


The CHAIRMAN: Here is the letter on page 818. Just read that letter. I 
think that covers it. 


By Mr. Isley: 
Q. The letter says:— 


Dear Messrs. RYAN AND DONAVON: 

This will confirm my conversation with you to-day in regard to hog 
marketing in Montreal. 

It is understood that butcher hogs and other grades can be sold and 
bought separately, the option to sell any grade of hogs resting with the 
seller, and the option to buy resting with the purchaser, 

I am assured that the packers subscribed to this undertaking. In 
accordance with the hog grading regulations, differentials are required, 
but apart from the payment of $1 per head for select bacon hogs, this 
department does not determine the differentials. 

In the interests of the hog industry, this department feels that full 
advantage should be taken of the provisions for hog grading in Montreal, 
and the intention is that insofar as may be possible, every effort shall be 
made to make it effective, in order that the results obtained elsewhere 
throughout Canada may be reflected in the hog production districts served 
by the Montreal market. 

I gathered that you were in sympathy with hog grading, and I would 
request your cooperation in this endeavour to improve the hoz industry— 


Yours very truly, 
H. Barton, Deputy Minister. 
That bears out what I say, that the Department does not determine differentials 


below bacon.—A. There is a differential. 
Q. But they say there must be a differential?—A. Yes. 


Mr. Kennepy (Peace River): Not necessarily a fixed spread. 


Mr. Factor: Not the amount; but the principle of differentials is apparently 
according to regulation 


By Mr. Sommerville: 
@. Now, according to this letter the Minister had called in the packers 
from Montreal—yourself and Canada Packers?—A. Yes. 
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Q. And as the result of calling you in, which was because or a complaint 
that you were changing the system from the flat rate to the fixed differential 
method of buying—A. Yes, sir. 

@. —as the result of that did you not agree that the hogs to be sold on the 
Montreal market in their own grades, each grade separately?—A. They had 
the option to sell them any way they liked—that is in various grades; we had 
the option to buy them. 

Q. That is the full understanding of that arrangement?—A. I think you 
will find in that letter from Dr. Barton that the word is “option.” 

Q. You had the option to buy them. That is, the seller could sell in grades? 
A. Yes. 

Q. And do you say that the full effect of that is that if he could find some- 
body to buy them in grades he could sell them that way?—A. Yes. 

Q. But you would not buy them in that way?—A. We have since. 

Q. Not very often, have you?—A. Well, I do not know how often. 
Q. Not if you can avoid it; shall I put it that way?—A. Well, no, I do not 


(2) 
jo) 


say 
Q. The practice is to insist—A. To buy full loads. 
(). And not to take grades?—A. Yes. 


By Mr. Chairman: 


Q. And you refused, Mr. Law,—the packers refused on the occasion of the 
introduction of this system to purchase the separate grades from the Com- 
mission men when they separated them?—A. Well, for a day or two I guess 
there probably was a little pull between the two ends of the string. 

Q. The sworn evidence is that you refused. On page 821 of the evidence 
I see these words: ‘We endeavoured to do that on Monday morning, but the 
packers refused to take them.” And then the witness goes on to say: “After they 
refused on Monday morning, I immediately got in touch with Dr. Barton on the 
phone, and his department then got in touch with one of the packers in Montreal, 
and they came out in the market and bought 20 or 30 select bacons from one 
Commission man, and 40 from another, and 50 from another. That did not 
by any means clear up the market. They made a pretence of following the 
agreement.” And then it goes on: “Since this happened, Wilsil’s, who used to buy 
anywhere from 1,000 to 2,000 hogs on our market, in three weeks, have not 
bought 300 hogs.” However, you say that has now all been cleaned up, and that 
you do?—A. Oh, we buy. We are not buying so many just now because of 
general conditions. 

@. Do you buy separate grades now, or in lots?—A. Mostly in lots, I would 
say. I think that matter has died down largely. 

Q. It had to die down, did not not?—A. Things are moving smoothly. 


By Mr. Sommerville: 


Q. It had to die down because you refused to buy except on differential? 
—A. I think, perhaps, they have found out that the differential is not so bad 
after all. 

Q. In other words they had succumbed, is not that what has happened? 
—A. No, I do not think so. 

Q. They fought very hard against it?—A. Yes, they did; but they cannot— 

Q. They cannot fight you packers?7—A. They cannot tell us that 99 per 
cent of the country is wrong and only Montreal right. 

@. You were right for twenty years, and they wanted you to continue?— 
A. No. I would not say so. 

Q. Well, for fifteen years then. Why did you have such a change of 
heart?—A. We may have been wrong for twenty years. 


oY oo 
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By Mr. Ilsley: 


Q. What I cannot see is that you say that the grade of hogs, the type 
of hogs which were being supplied to the Montreal market was improving 
during this period, so there was no reason from the standpoint of the improve- 
ment of the hogs to put into effect or insist upon a differential system at all; 
it must have been for a different reason?—A. No. 

@. The department did not really insist on any differential below bacon; 
they said you could make it infinitely small, and, therefore, it must have been 
the packers that insisted on it in the face of a condition where the hogs were 
improving in quality. What did you do it for unless to profit yourselves?— 
A. I might explain. I think I mentioned when I was in the country ten or 
eleven years ago the hogs were of a fair quality; they are better now; but the 
quality of the hogs in the province of Quebec as shown by the records of 
government grading—the quality has not improved in anything like the degree 
it has improved in other parts of Canada. 

Q. Oh, yes, but remember you are only referring to hogs that are graded 
and killed at the abattoirs in those records?—A. Graded at the stockyards. 

Q. Or at the abattoirs?—A. Yes. 

Q. And that the majority of the hogs in the province of Quebec are sold 
by men who kill their hogs and bring them in, and they are not included 
in the government reports?—A. No. Of course, fhat condition as a whole 
has always obtained. 

Q. It obtains to a greater extent than ever I am told?—A. I do not know 
about that, sir. 

Q. That is what I am told, and the evidence given here was that the 
quality of the hogs in Quebec had improved very substantially according to 
the Department of Agriculture in the province of Quebec?—A. I have not seen 
their figures. 


By the Chairman: 


Q. There is one other thing. Evidence was given to us that the Commis- 
sion merchants in the Montreal Livestock Exchange used to sell a lot of 
hogs to the local butchers which constituted a very healthy competition for 
the packers; that was under the old system?—A. Yes. 

Q. Then the packers, under this system, are forcing these butchers now 
—literally forcing, that is the evidence—I do not say it is right—forcing the 
butchers to buy their stuff now from the packers instead of going to the market 
and buying their supplies on the open market?—A. I do not think that is right. 

Q. Are you selling to the butchers their fresh meat requirements?—A. The 
butcher shops. We sell to the butcher shops. 

Q. The wholesale butcher?—A. They are still buying. 

Q. They are now?—A. Yes. 

_ Q. But the point was that for a time they were getting their supplies 
from the packers, probably not from you, but from the Canada Packers, and 
they were choosing them from the rail at cost, is not that a fact?—A. I have 
heard something of that sort. 

Q. And that removed them from the competition on the Montreal market? 
—A. Yes. 

- Q. And now, under your system of insisting on getting the whole load, 
the local butcher cannot buy his lights or heavies or butcher varieties unless 
he takes the whole load; is not that the fact?—A. No. I would not say so. 


By Mr. Sommerville: 
Q. I do not know what else can be the result?—A. They are still buying 
the odds and ends. 
Q. Odds and ends. That is perfectly true. You have put it well, I think, 
Mr. Law. 
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By Mr. Factor: 

Q. Do you still favour the retaining of the principle of the differential 
below bacon?—A. Now, I happen to be in the packing business, but speaking 
from my own point of view, if I could I would return to the old system—that 
is, buying where, when and how you can. 


By Mr. Sommerville: 
Q. That is very fair; and let the farmer do the same?—A. He is a pretty 
good trader as a rule. 


Mr. Factor: I think the farmer wants to do the same thing. 
The CuHatrMan: Is there anything further? 


By Mr. Ilsley: 


Q. There is a question or two I want to ask about the British market 
situation. The rise in price in Great Britain is due to what? Is it due to the 
shutting out of foreign pork products; is that it—placing all foreign countries 
on quotas?—A. Reducing the quantity which they can ship into England. 

Q. Yes, permitting us to ship in two and a half million— —A. Hundred- 
weight. 

Q. Per year; and cutting Denmark and other exporting countries down to 
a smaller quantity than they have been accustomed to shipping?—A. That is 
correct. 

Q. And that was done partly to encourage the production of hogs in Great 
Britain?—A. That was the avowed object of it. 

@. That was the avowed object. Is it having the effect of increasing the 
production of hogs in Great Britain?—A. I heard that the production this year 
will be greater than it has been for some time. 

(. Is it substantially greater? Do you know anything about the propor- 
tions?—A. I do not think the increase—it would appear large if it were half 
a million hogs. 

Mr. SOMMERVILLE: Because of the English market. 

The Witness: Yes. 


By Mr. Ilsley: 


Q. That would be a large proportion?—A. That would be a large propor- 
tion; that would appear to the average person over there as a big increase. 

(). There was a rapid increase in the price of bacon and ham, was there 
not, after the imposition of these prohibitions against pork products from 
foreign countries?—A. A funny thing, there was a very rapid decline. 

Q. In the price of ?—A. Bacon. 

). Would you say there was an increase in the price of pork and a decrease 
in the price of bacon?’—A. No, there was a rapid decline, a speedy decline in 
England in the price of bacon, after the quotas were first imposed. That was 
brought about, I think, by the anticipation in those countries of the quotas 
and they filled the country with bacon. 

(). That was a temporary condition, was it not?—A. For a month or two, 
a few months. 

Q. But these high prices we are getting the benefit of did not set in until 
it was over, did they?—A. No. That did not start until last fall, I would say. 

Q. The fall of 1983?—A. The fall of 1933. 

Q. That is when this amount that they shipped in from foreign countries 
was reduced?—A. They began to get the effect of the application of the quota. 

Q. I was going to ask you one or two questions. When this situation did 
reach normal, and the effect of this began to be felt, the price of bacon and 
ham increased in Great Britain, did it?-—-A. Yes. 
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Q. Substantially ?—A. Yes, quite a bit. 

Q. Did that have any effect on the consumption in Great Britain; did it 
fall off?—A. Yes. It got to a certain height, then we got a rapid decline after 
that reached the peak. 

Q. Do you know the proportion of the decline?—A. From 90 shillings, I 
think, to 68 shillings. 90 shillings was the top price. We slipped back to 68 
shillings in a few weeks. 

Q. What was that attributable to—the falling off of demand?—the falling 
off of demand as the production of hogs increased rapidly in Canada?—A. 
The supply is very short at the moment, but the information we have is that 
breeding has been very general and we look for more hogs in the future. 

Q. That is high prices. How permanent is that condition hkely to be? 
That is a difficult question, but you have a falling off in consumption and an 
increase in British production and an increase in Canadian production and 
that eventually will, no doubt, result in a lowering of prices, will it not?— 
A. That has always been the—if you pay a high price you increase production; 
cut the price and you cut production. 

Q. So that the farmer would be well advised to consider this situation 
temporary ?—A. If the farmer can watch the swings and get in the right swing. 


By Mr. Kennedy (Winnipeg): 

Q. Referring to what is known ordinarily as the Ottawa agreements and 
the increase in our pork exports under those agreements to the old country, 
how do the exports for the first four months of this year from Canada to 
Great Britain compare with the exports for the same period a year ago?—A. I 
have not got the exact figures, but I would say that they would be much higher. 

Q. Do you know how much?—A. I have not got the figures. 

Q. Would they be substantially higher?—A. Substantially higher. 


Mr. Epwarps: Nearly three times higher. 
The Witness: There are figures available here. 


By Mr, Kennedy (Winnipeg): 

Q. Is the increase in the exports due to the operation of the agreements, 
in your opinion?—A. Oh, entirely. 

Q. Now, Mr. Ilsley asked you to express a point of view as to how long 
this improved condition existed—whether it was only temporary or not. Is 
there any reason to believe that the tendency will not still be along the line of 
improvement?—-A. The agreement, I believe, is for five years, and if the British 
consumer is willing to saddle the load and pay the high price for bacon, we 
should have a good time at the expense of the Americans and other people. 

Q. And under the operation— —A. Of the quota system. 

Q. Under the present operation of the quota system are we having that 
good time?—A. But if the English consumer wakes up and says, “No, I will 
not pay twice the price for bacon; I can buy it for half,” there may be trouble. 

Q. But our exports to Great Britain, under the operation of this agreement, 
are continually increAsing?—A. Oh, yes. 


By Mr, Ilsley: 

Q. The consumers, you say, may wake up; what about the producers in 
Great Britain? The tendency of the consumers in other aspects has been to 
agitate for quotas against the colonies. Is there any tendency to do that 
against bacon?—A. There is a tendency in Great Britain to complain that the 
shipments from former shipping countries have been reduced and that Canada 
has been given a large quota, and that the result has been a large increase in 
the price of bacon—that is, the Englishman’s breakfast bacon. 
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By Mr, Kennedy (Peace River): 


Q. Mr. Law, do you think we could have avoided some of that if we had 
shipped a greater amount of bacon to Great Britain?—A. Avoided some of 
the— 

Q. Complaint?—A. In regard to the— 

(). In regard to the price of bacon, if we had shipped a greater volume?— 
A. I think everyone is struggling to ship every side they can. 

Q. Now, were you here last night?—A. Yes. 

(). I was asking Mr. Tapley some questions why the packers did not ship 
more pork products under the Ottawa agreement than they did?—A. I know 
in our case we have been struggling to ship every pound we could, because on 
a rising market you cannot help but make a little raoney. 

Q. You said a while ago if the United States could get into the British 
market they would use a lot of pork products?—A. Yes. 

Q. But their pork products do not compare with our bacon and select 
grades. So why could not the packers of Canada get out more of the pork 
products from Canada during the last year compared with what the United 
States people would ship to Great Britain if they could?—A. The United 
States people ship a lot of different cuts. They have not been shipping any 
great quantity in the Wiltshire sides; they have shipped lots of hams. 

@. Why could you not do that?—A. We do. 

Q. You do not ship as many as you could?—A. Yes. 

Q. Well, what place would the United States get in the British market 
if they could get in?—A. If they could exceed their quota they would swamp 
us for the particular cuts they ship. 

Q. Would they cut you out altogether?—A. Not altogether, but the price 
would come down. 

Q. The point I am making is this: that the Canadian packers were not 
confined to bacon and certain kinds of hams; they surely could have shipped a 
great deal more to Great Britain under the Ottawa agreement than they did 
last year?—A. I do not know. I told you as far as I know in our own case 
we were shipping every pound we could, and I think most other packers were 
doing the same. | 

Q. Did the packers ever get together to see how much they could send, with 
the object of relieving the pressure or over-supply of beef or pork on the Cana- 
dian market?—A. Yes, I remember in one case—I think it was the British 
government asked that the Canadian government should give them an estimate 
of the amount of stuff which might be shipped in a given period, and the packers 
were called in to help the department in estimating the amount of bacon or pork 
products that would be available in that period. 

@. The amount of bacon?—A. Bacon and pork products. That covered 
all the subject. 

(). You say there is no more available in Canada to ship than what you did 
ship last year?—A. I do not know. We shipped all we could that was suitable. 


By the Chairman: 


@. Supposing you had run the Canadian market short? You could have 
run the Canadian market short and left a little larger field for beef?—A. Well, 
we think that did take place. Of course, we know that the pork we shipped out 
was not eaten in Canada. 


Mr. SomMeErvILLE: Of course, that is— 
The Cuarrman: I think that is fairly clear. 


oe 
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By Mr. Sommerville: 


Q. At the same time the price of beef, the finished steer that was produced 
in Alberta, was still selling at as low as 25 and 3 cents for sbme of the finest 
stuff ever produced?—A. In the west. 


By Mr. Kennedy (Peace River): 


@. Are you a member of the Industrial Development Council for Canadian 
Packers?—A. Yes, sir. . . 

Q. Now, I get a pamphlet issued by the Industrial Development Bureau, 
and you have this phrase on it all the time, “Interlocking halves of the livestock 
industry, the packers and the farmers.” It seems to me that the packers have 
simply passed back to the farmer the catastrophe of falling prices, and there 
is not a packer that has come here before us who has demonstrated in any Way 
that he really tried to size up the situation and do the best he could. Maybe 
you can tell me that I am wrong there, and submit some evidence, but I cannot 
think of any that has been submitted yet. I do not think you looked at this 
thing from the standpoint of helping the farmer at all, at least I cannot see it? 


_ —A. I do not know if the farmer goes out of business we may go out of business. 


@. The farmer is likely to gu out of business first. 


By the Chairman: 


@. The claim has been made, Mr. Law,—very definitely by packers—that 
one of their chief concerns is the welfare of the farmer. Now, Mr. Kennedy 
has asked a very proper question ; tell us something that the packer has done to 
indicate his solicitude for the welfare of the farmer?—A. Well, I do not know, 
we are always struggling for supplies, especially in the hogs at the present time. 


By Mr. Sommerville: 


Q. Mr. Ilsley reminds me that we imposed the hog differential; that is 
doubtless in their interests. Is there anything else you have done to meet the 
situation that Mr. Kennedy has raised?—A. I do not think I can point speci- 
fically to anything. 

Q. Because really nothing specific has been done?—A. Well, we are packers, 
you know; we are working our own job every day. 

Q. That answers a lot of questions. By the way, will you be good enough 
to file with the committee not only that information in volume per head but also 
in pounds?—A. Head? And pounds in value? 

Q. Yes. Will you also submit to us a statement showing the quantities 
of your exports to Great Britain and the profits made upon them?—A. It would 
have to be approximate; we do not segregate in regard to profits. 

Q. Cannot you tell what you made on your shipments to Great Britain? 
A. Not accurately. 

Q. Cannot you tell the spread between what you paid for that product 
and what you sold it at in Great Britain?—A. What we pay for hogs, and what 
we got for the cuts; we can give you that in detail at any time we got so much for 
hogs and bacons. 

Q. You cannot tell us the exact costs?—A. No. 

Q. Of those cuts? Give us that information?—A. We will make it as in- 
telligible as possible. 

Q. And your profit on the operation?—A. Yes. 

Q. Then, you have filed with the committee a statement of your traffic in 
butter, cheese and egos?—A. Yes. 

Q. I see here from January 28th, 1933, to April 21st, 1934, you bought 
butter to the extent of 873,913 pounds?—A. Yes. 
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You sold 863,832 pounds?—A. Yes. 
You filed with us a statement that you paid $194,960.18 for it, and sold 
it for $202,009.59?—-A. That is the gross sale price and the purchase. 

Q. What were the carrying charges added per month?—A. None. 

Q. None added per month?—A. We do not really carry butter. We buy 
it from hand to mouth. 

Q. You do not carry it in storage?—A. No. 

Q. You do not buy it in the spring and sell it in the fall?—A. No. 

Q. You bought $16,241 worth of cheese and sold that same cheese for 
$17,936.807—A. Yes. 

Q. You bought $76,297.29 worth of eggs and sold them for $85,093.45?— 
A. Yes. 

Q. Any carrying charges there?—A. No carrying charges or expenses of 
any kind in there. 

Q. Then they are both gross and net?—A. Gros profit, and other charges 
have to come off that. 

Q. You said a few moments ago you shipped over as many cuts as you 
could to Great Britain?—A. Yes. 

Q. Those cuts would be Wiltshire sides, hams, and bacons?—A. Wiltshire 
side is the main— 

Q. The main—-—A. —article shipped. Then we shipped hams. 

Q. Anything else?—A. Backs, shoulders. 

Q. You shipped as many as you possibly could from the product that 
you bought?—A. Yes. 

Q. Some of those cuts would be from the selects and some from bacons?— 


Q. 
Q. 


. Some would be from butchers?—A. Yes. 

Q. Some would be from lights?—A. Not many. 

Q. The lighter hams?—A. Very few of those. 

Q. Or lighter backs?—-A. Not so many; not much light stuff for export. 

Q. Some would be from heavies?—A. Yes. 

Q. And would some of it come from extra heavies?—A. Yes. 

Q. Would some of it be from sows?—A. A little. 

Q. And from the heavy sows you would get some cuts also?—A. It would 
be a few hams. 

Q. So that for the English market you supplied these cuts from all the 
grades below bacons?—A. Yes. 

@. Upon which the differential did apply?—A. And of course from the 
higher grades, too. 


By Mr. Factor: 


Q. I should like to ask you this: Your operations last year and the year 
before were profitable, were they not?—A. Not the year before. 

Q. Last year?—A. Last year. 

Q. I notice that you have 370 employees in your plant?—A. Yes. 

Q. And that the average hourly wage is 314 cents, the lowest wage of any 
packer except the Canada Packers at Hull?—A. Yes. 

Q. Will you. give me some explanation as to why the rate is so low?— 
A. That is the average rate. I think perhaps we have more people on straight 
time or weekly rates. 

Q. I will give you the weekly rate. The weekly rate $20 to $25, 15-41 per 
cent; $25 to $30, 12-70 per cent; $30 to $35, 1-89 per cent; $35 to $40, -54 per 
cent. In other words, there are 28 per cent receiving from $20 to $30 per week. 
—A. As I say, there may be a greater percentage of our people on straight time 
than in some other plants. 
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Q. What do you mean?—A. Weekly wages. 

Q. This gives you the percentage of the weekly wage; 28 per cent of the 
employees get around $30 a week, between $20 and $30.—A. That is what I say. 
You see, our hourly rates are lower than some other operators. I say that 
perhaps if some of our people who are working on a straight weekly wage were 
converted into an hourly rate, it might improve the hourly rate, I don’t know. 

Q. You have 257 working at an hourly rate and only 113 on the weekly 
wage?—A. That is a big percentage, I think. 


Mr. Heaps: Is that larger than any others? 
The Wirness: I cannot tell you; I fancy it might be. 


By Mr. Sommerville: 


Q. We have the weekly rate for the Canada Packers, Toronto. There 
we find 11-75 per cent are on the weekly rate, and 88-25 per cent on the hourly 
rate. At Hull, Canada Packers, 80 per cent on the hourly rate and 19-20 per 
cent on the weekly rate; Canada Packers, Peterboro, 78 per cent on the hourly 
rate, 21 per cent on the weekly rate; Gainers Limited, 90 per cent on the hourly 
rate, and 9 per cent on the weekly rate; Swift Canadian, 81 per cent on the 
hourly rate and 18 per cent on the weekly rate; Swifts, Edmonton, 90 per cent 
on the hourly rate, and 9-1 on the weekly rate; Wilsils, 69 per cent on the 
hourly rate and 30-54 on the weekly rate-—A. I think that is how it works out. 

@. Your percentage is higher because in your salary list 60 per cent are on 
the weekly rate, and 39 per cent on the hourly rate. Notwithstanding the 
hourly rate of your 257 employees, the average seems to be a very low one, 
31 cents, when you take into consideration that covers some people who are 
making as much as 50 to 55 cents an hour. Here are 10 per cent of your 
employees who are earning 20 cents?—A. Those are girls. 

Q. Here are— -—A. Those are girls. 

Q. Is there any minimum wage law applied to the packing plants in 
Quebec?—A. Yes. 

Q. What is the rate?—A. Up to a week ago, it was 182 cents. I think 
now it is up to 20 cents in Montreal. 

Q. Montreal?—A. Yes. 


Mr. Hears: How many hours a week? 
The Wirness: It used to be 55, now it is 50. 


By Mr. Heaps: 


@. They have cut down the hours and increased the salary rates of pay ?— 
The hourly rate, yes, the minimum hourly rate. 

Q. But they are getting about the same, $10 a week, as before?—A. About 
that. 

Q. Assuming they are working a full week?—A. Yes. 

Q. How often do they work a full week during the year?—A. We endeavour 
to give them a full week all the time. 

@. How many months in the year do they work?—A. Twelve months. 

Q. Do they get 12 months full pay?—A. It is a very small variation. 


By Mr. Sommerville: 
Q. Approximately full time?—A. Approximately. We try to do that, yes. 
Q. The extent of your business enables you to give them practically full 
time employment?—A. Yes. 
Mr. Heaps: Have you many there working on piece work? 
The Witness: None at all, I do not think. 
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By Mr. Kennedy (Winnipeg): 

Q. Can you tell me if this recent increase in the minimum wage of the 
female employees arose from a change in the rates or regulations?—A. I think 
it was perhaps a change in the application of the regulations by Mr. Francq. 

@. There is a provision in the law for an increase or a reduction?—A. Yes. 

Mr. Factor: Can you tell me how many male employees you have working 
on an hourly rate? 

The Witness: Well, I cannot. 

Mr. SOMMERVILLE: Of the 257 how many would be male employees, and 
how many female employees? 

The Witness: I cannot tell you from memory. 

Mr. Factor: Can you tell us approximately? 

The Wirness: If I saw the sheet. 

Mr. SOMMERVILLE: The sheet just gives the percentage. Ten per cent are 
at 20 cents an hour. 


The Wirness: These are all girls, 22 cents—that would leave about prob- 
ably 88 per cent male employees. 


By Mr. Factor: 3 

Q. Of that 257 are male employees?—A. About that. 

Q. Even giving them an average of 31 cents, their average would be 
higher— -—A. You have a greater average to work that out on. 

Q. What would be their average pay per hour? Can you tell me approxi- 
mately the average pay per hour of the male employees?—A. It would probably 
pick it up a couple of points, I think. 

Q. About 33 cents an hour?—A. I think so. 

Mr. Hears: $16 per week. 

The Witness: About that. 


Mr. Factor: Do you think that is a fair wage to pay a married man? 
Most of them are married men. 
The Witness: I don’t know. 


Mr. SOMMERVILLE: They have been with you for some time? ie 
The Witness: Our employees have been there mostly a long time, family 
men, 


By Mr. Factor: 

Q. And earning $16 a week if they work a full week’s time? I should like 
to get your reaction to that. Do you think that is a fair pay for a concern that 
has made a profit in 1933, a depression year, to pay their working men?— 
A. Well—it is a matter of general conditions in the neighbourhood. 


By Mr. Sommerville: 


Q. Why should you come down to the general conditions in the neighbour- 
hood which are so bad, yet the profits are the best you have ever had in your 
history? Can there be any recovery for this country if companies that are 
making the largest profits in their history are bringing the level of wages down 
to the conditions in the neighbourhood?—A. Well, I do not know that we 
brought them down. 

Mr. Heaps: Has there been any reduction in the pay? 

The Witness: No general reduction. There may have been some little— 
there may have been a few adjustments, a few instances. 

Mr. Heaps: What do you mean by a few instances? 

The Wirness: A few men, a few particular jobs that were changed. 
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The CuarrMaAn: You did not make a general percentage reduction in your 
wages? 


The Witness: No. 

Mr. Heaps: Any reduction in salaries in the past five years? 
The Wirnxss: No, I do not think so. 

Mr. Heaps: Of the executive or any other employees? 

The Witness: No. ' 


By Mr. Kennedy (Winnipeg): 

Q. Let me pursue this a little further, in reference to the reason for the 
increase in the minimum wage of females, to what do you attribute that recent 
action?—-A. There were some extremely low paid people, low rates being paid in 
the Montreal district. 

Q. That has been in existence for some time?—A. I think— 

Q. To what do you attribute the recent action in raising the rate of wages? 
—A. There was some inquiry, I believe, into some particular industry, and 
those rates came out, and they were very very low. 

Q. You mean it was due to the exposure of conditions?—A. I think so. 

Q. By reason of evidence brought out by this committee?—A. I do not 
know whether it was this committee or some other one; I forget which it was. 

Q. It was because of the result being made the subject of the inquiry?— 
A. That is the idea. 


By Mr. Heaps: 


Q. How long has there been a fixed minimum wage for female employees 
in the packing industry in the province of Quebec?—-A. We have been observing 
it for at least a couple of years. I do not know how long prior to that there 
had been. I know it was not applied to the packing industry at the start. 


By Mr. Sommerville: 
Q. When the rate was increased from 18 cents, you increased it to 20, as 
required under the minimum wage law?—A. No, ours has been 20. 
Q. I understood from you there had been an increase in your plant—it had 
been 20 cents?—-A. We were a little above the minimum at that time, 


By Mr. Kennedy (Winnipeg): 


Q. Have you noticed any change as to the more energetic enforcement of 
the minimum wage law in your province within the last month or so?—A. I 
have not noticed it, but I would think the officials connected with the enforce- 
ment of the act are attending to their jobs. 

Q. They are attending to their jobs?—A. I would think so. 


Witness retired. 


J.'S. McLzan, called and sworn. 


By Mr. Sommerville: 


- Q. Mr. McLean, you are the president of Canada Packers, Limited?— 
A. Yes. 
Q. In order that we might have the record complete, your company is a 
holding company?—A. Yes. 
Q. And it holds all the shares or is the owner of a number of different 
companies?—A. Yes. 
Q. The Harris Abattoir Company Limited?—A. Yes. 
Q. The Harris Abattoir Western Limited?—A. Yes. 
Q. Gunn’s Limited? Gunn’s, Langlois and Company Limited?—A. Yes. 
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Q. Canadian Packing Company Limited, William Davies Company, 
incorporated, William Davies Company Limited, Ontario Fertilizer Company, 
Limited?—A. Yes. 

Q. Some of these companies have subsidiaries, have they not?—A. Yes. 

Q. You operate now six plants?—A. Yes. 

Q. One at Toronto?—A. Yes. 

Q. Which is a consolidation of the Harris and the Gunn’s plants?—A. Yes. 

Q. One at Montreal? Was that a consolidation?—A. Yes, of the Davies 
and the Canadian Packing. 

Q. One at Winnipeg?—A. Yes. 

Q. Which is a consolidation of the— —A. It is the former Harris plant. 

q. One at Hull?—A. Yes. z 

Q. One at Peterboro, and one in Chicago?—A. Yes. 

Q. Then, you have branch houses located at Toronto, east and west markets, 
Timmins, Ontario, Sault Ste. Marie, Sudbury, London, Windsor, Ottawa?—A. 
Yes. 

Q. Quebec, Halifax, Saint John, Sydney, St. John’s, Newfoundland, Corner- 
brook?—A. That is in Newfoundland. 

Q. Charlottetown, Montreal south market, Montreal Hotel supply, St. Paul, 
Atwater, Mile End, Place Viger—where is Mile End?—A. Mile End is in the 
east end of Montreal. | 

Q. Place Viger, Peterboro, Hull, Rutland, Winnipeg market, Moose Jaw, 
Saskatoon and Fort William?—A. Yes. 

@. Then you have creameries— 


Mr. Instey: These houses are retail establishments? 
The Wirness: These are branch wholesale houses, selling agencies. 


By Mr. Sommerville: 

Q. They are selling agencies in the districts in which they are located? 
—A. Yes. 

(). Then you have creameries located at the following places: Chesley, 
Clinton, Grand Valley, Shamrock, Shelburne, Walkerton, Wellington, Wiarton? 
—A. Yes. 

Q. Then, you have— —A. I do not recognize “Shamrock.” That sounds 
more like one of our brands. I do not think there is a— 

@. I beg your pardon. It was given to me as one of the places—A. I 
think it is a mistake. 

Q. There are seven creameries?—A. I think that is all. 

. In addition to these, you have cold storage plants at Toronto and 
Montreal?—A. Yes. 

Q. Then you have a wool polling plant at Toronto?—A. Yes. 

Q. And you have canning companies?—A. Yes. 

Q. How many canning companies?—A. We really have no canning 
company. 

@. Canning plants?—A. A canning plant at Picton, in which we are inter- 
ested. We have a controlling interest in the Folkard Canning Company that 
was mentioned the other day. Folkard is a man who was formerly a canner 
himself, and with whom we took an interest. His plant was burned down 
and we supplied the money to build. Then, we have two other canning plants, 
one at Brantford and one at Peterboro, in our own packing plants. 

@. And then you have fertilizer plants at Toronto and Montreal?—A. And 
Saint John, New Brunswick. 

Q. Do you operate any other company than these?—A. No. 

@. Or have you a controlling interest in any other company ?’—A. No, I 
do not think so. All our business is just the business that is a continuation 
of the four companies which merged into Canada Packers. 
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Q. Yesterday we had some discussion, and the auditors gave us evidence 
as to the system of keeping packing house accounts?—A. Yes. 

Q. By which all your accounts are kept in departments?—A. Yes. 

Q. You have, I think, something lke 70 or 80 departments?—A. I think 
that probably is too many—I do not know— 

Q. Whatever it is, 60, 70 or 80?—A. I should say about 40. 

Q. I beg your pardon?—A. I think it is about 40. 

Q. Whatever it is——A. It is a large number. 

Q. Do these departments exist in each of the plants?—A. Yes. 

Q. I mean the packing plants?—-A. Yes. 

Q. Each of the plants would have these 40 odd departments?—A. Not neces- 
sarily all of them, but most of the plants have most of the departments. 

Q. Each of these departments makes a departmental return?—A. Yes. 

Q. Of the net result of their operations every four weeks?—A. Every week. 

Q. Every week?—A. There is a complete accounting return every four 
weeks, but we have an estimated profit and loss each week. 

Q. Would it be possible, or can you produce from the method of your ac- 
counting, a consolidated profit and loss statement for your entire operations, 
similar to the schedule which I show you here?—-A. Well, it can be done; we 
have never done it, but we can produce it. 

Q. Let me just understand that. It can be done, but it would be difficult?— 
A. You mean all these 40 departments? 

Q. Yes, and all the company’s operations?—A. We have never attempted 
to do it, because it would be of no value to us. 

Q. Would you be put to a great expense in producing that consolidated 
statement now?—A. At the present time, yes. If we built that up as we went 
along, when we started in to do it, it would not cost very much to build it up 
week by week. 

Q. Do you agree with the statement of the auditor and of Mr. Tapley and 
Mr. Law that you cannot get the exact cost; the breakdown system of each of 
the cuts of hogs, we will say, is an estimated result you get from certain test 
runs?—A. I should like to answer that question carefully, Mr. Sommerville, 
just because in the last few days I think that the system of packing house account- 
ing has been made to appear or did appear—nobody had any objective in doing it, 
but it did seem to me there was a confused impression given as to packing house 
accounting systems. I think the packing house accounting is a very accurate, 
meticulous, and illuminating record of packing house operations. 

Q. I do not think there is any doubt in anybody’s mind, Mr. McLean, it is 
an excellent system for a person operating the business. What was difficult for 
the one on the outside to understand is, that in the breaking-down process, your 
system is different from the ordinary manufacturing system?—A. Not only that, 
but what I feel is this, I feel that perhaps members of the committee do not 
understand that any information that you wish about the vital processes of our 
business is available immediately from our records. I do not think you could 
ask a question that would not be deducible from our records with a very slight 
effort. For instance, about this consolidated profit and loss business that has 
been discussed, it would not be of the least value to you if you had it. 

Q. That is what I understand. Most manufacturing firms have it?—A. Yes. 

Q. In this case it was different, and that is why there was the question asked 
in order to understand the difference?—A. Exactly. 

Q. In your system of accounting you have those departmental results?—A. 
I think what this committee is interested in, is a statement of the total cattle 
operations, for instance. Now, that is all available in our records, and in every- 
body else’s records. 


Mr. KENNEpy (Winnipeg): Easy access. 
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The Witness: Easy access. And the total hog operations. Now, it is true 
what you were saying a moment ago, that nobody can tell from our records what 
the exact cost of a ham is, or a side of bacon, because the hog is different from 
other animals. It is cut up into a large number of cuts, and the only accurate 
information you can get is the total result on the sale of all the cuts. That is 
accurate, but I cannot tell you what the exact cost of a ham is, or the exact 
price of a side of bacon. 


By Mr. Sommerville: 


@. Therefore we cannot get the exact spread on each of those cuts?—_A. No. 
Mr. Kennepy (Winnipeg): Those gross returns are easily obtainable. 

The Witness: And they are accurate. 

Mr. Kennepy (Winnipeg): That is what I cannot understand. 

Mr. SOMMERVILLE: I am going to show you how easily available it is. 

Mr. KENNEDY (Winnipeg): You do not mind my interrupting? 

Mr. SommervitteE: No; but I am going to follow it through. 


By Mr. Factor: 


Q. Is it possible, from your records, which you say are illuminating, to 
obtain a statement showing the amount of business done, the amount of profits 
on products sold, how much was paid for material, that is, the live product, 
how much labour went into it, and the other expenses, showing the net profit? 
—A. Yes. 

Q. It is possible?—A. Yes, quite simple. 


By Mr. Sommerville: 


Q. Do you mean the gross or the net?—A. Both, everything. 

Q. You mean the gross and net?—A. Yes. 

Q. Why was it not given to our auditors when they were endeavouring 
to get it for weeks?—A. They were working on this idea of consolidated state- 
ment. We do not keep that at all, and it was not possible. Mr. Shepherd’s 
statement was just an exact statement of the facts. It would take a long long 
time and would be an almost heartbreaking job to rewrite all our records, 
because it is a record that is of no value to us. 

@. Let me take that record that you have here. Here I show you depart- 
mental profit and loss account showing how your net operating profit of 
$1,747,725 was obtained. You will observe in that departmental profit and loss 
account you divide it into meat and by-product departments?—A. Yes. 

(). Now, the very first item is beef; that is a department, is it not?—A. 
Yes. . 


Q. That, in this statement, shows a loss of $813,912.70?—A. Yes. 

Q. That would indicate that there was a loss in the beef department? 
—A. Yes. 

Q. That, of course, includes the interest which you charged into that 
department at the rate of six per cent on the amount invested?_A. Yes. All 
our accounting is done on that basis. 

(. The next department is the by-products department, and that shows 
a profit of $549,270.82?—A. Yes. 

Q. Some of those by-products come from beef?—A. Practically all of them. 

Q. So that you would have to add your by-products department and your 
beef department together?—A. Exactly. 

Q. To get the result from that?—A. They are really the same department, 
but sub-divided for quite simple reasons. 


PRICE SPREADS AND MASS BUYING 2511 


Q. But in your departmental results you show profit and loss?—Exactly. 
The $831,000 odd is not profit or loss on beef. Those departments all have to 
be grouped together in order to get the total result of the beef operations. Those 
subdivisions are made for quite simple reasons. The results of the beef opera- 
tions are kept in actual practice, and that is the way we use those accounts, 
from the grouping of that group of accounts. 

Q. Let me see, Mr. McLean. Does not that by-products department also 
include by-products from sheep, lambs and calves?—A. Yes, but the value of 
those by-products, and the quantity of them, is quite minor. 


By the Charman: 


Q. They made a profit of over half a million?—A. Yes. 

Q. They can’t be very minor?—A. Well, what I say is the value of the 
by-products from the sheep, lambs and calves. 

Q. Oh, yes? A. The by-products account is almost entirely the account of 
hides and tallow and so on. 


By Mr. Sommerville: 


Q. Then, the next department is casings?—A. Yes. 
Q. That also includes beef by-products?—A. Yes. 

Q. Beef casings?—A. That is correct. 

@. And it includes casings from other live stock?—A. Yes. 

Q. So that they are mixed together in that department, and produce a 
net result?—A. In the case of casings it is not so true as it is in the by-products 
that they are minor. The sheep casings are much more valuable per pound, you 
see, than beef casings. For that reason, this casings department is carefully 
analyzed, and the profits divided as between beef casings, sheep casings and 
lamb casings, and also outside casings which we buy. 

Q. With regard to the next department, the sausage and cooked meats 
department, there is some beef that goes in there?—A. That does not go in 
this group. 

Q. That is the way in which it is set out here?—A. Oh, I see. 

Q. It does not make any difference but that is the way it is set out?—A. 
That is true. All the product that is used in the sausage and cooked meats is 
transferred into it from other departments. ; 

Q. From other departments?—A. Yes. 

Q. And the price at which those are transferred from the other departments 
will affect the profit and loss of the department from which it is transferred? — 
A. Yes. 

Q@. And to which it is transferred?—A. Yes. : 

Q. Then all of these products, along with many other products from other 
departments, go into a selling department?—A. Yes. 

Q. And in the selling department, some of it may be for export?—A. No, 
the export stuff does not go through the selling department. 

Q. Then some goes into an export department?—A. Yes. 

@. And some goes into a selling department by car routes?—A. Yes. 

@. And some goes into selling through branch houses?—A. Yes. 

Q. So that in each of these departments they show their profit or loss on 
that particular product?—A. That is true. 

- Q. And in each of these departments they have the products from other 
live stock than beef?—A. Yes. 

Q. You get a net result, then?—A. Yes. 

Q. And it may be that in your selling department you have a profit 
of $100,000 in beef, and a loss of $90,000 in hogs and the net result may be 
$10,000?—-A. That, as a theoretical proposition, is quite possible. Actually, 
it is not. 
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Q. Actually what happens is that on some products you lose money, on 
some products you make money, and the net result is shown?—A. The figures 
are not so important as that. On any one commodity there would be a loss— 
one day and a profit the next. As a matter of fact, the basis of transfer 
or the practice is to transfer at practically the market value less the selling 
cost, and that is pretty well known. In day to day operating, one knows that 
pretty well. You can see from this statement just how that does work out. 
The result on the selling department was $16,000, was it not, on total sales of 
$54,000,000? 


By Mr. Factor: 
Q. Including interest charges?—A. Yes. 


By the Charman: 

Q. Why would you relate $16,000 to $70,000,000?—A. $54,000,000. 

Q. There is no reason, is there?—-A. No, I am wrong on that, Mr. Stevens. 
I should relate it to the value of the product that goes through these selling 
departments. It would not be $54,000,000, but perhaps nearer half of that, 
or perhaps less than half of that. At any rate, it is very small. The total 
objective of the system is to make these just clearing departments, and as a 
matter of fact, they are. Perhaps I can’t prove that to you, but I know it, as 
an operator. 


By Mr. Sommerville: 

Q. That is, because of your experience you estimate what each depart- 
ment ought to do?—A. Yes. 

Q. Take, for instance, your costs. You will add a figure that you estimate 
to be the figure?—A. Yes. 

Q. That you hope in future the market on by-products will produce and 
the market or cost of your selling will result in?—A. Yes. 

Q. And your condemnations may result in?—A. Yes. 

Q. And certain other elements?—A. Yes. 

Q. And because of that, it is an estimate?—A. Yes. 

Q. Until you get to the final result?—-A. Yes. 

Q. And the final result is reflected in the net profit at the end of the year? 
—A. Yes. 

Q. Is not that the exact situation?—A. Yes, it is. I am just trying to 
make this absolutely clear to you, Mr. Sommerville. There is one thing I 
should have said in connection with the by-products account on which, as Mr. 
Stevens points out, there is a very large profit of $549,000. The by-products 
are mostly hides, tallow and other offal from cattle. Hides are a thing which 
we take off to-day and sell perhaps in less than six weeks, but more likely 
eight weeks from to-day. We always have to estimate. We always have to 
play safe on the price. The price at which we credit the hides to the beef 
is a very important thing for us, because it helps to determine what our esti- 
mate of the cost of the beef is. If the market to-day is, say, 10 cents a pound 
on hides, we probably transfer those hides at 9 cents or 8 cents a pound, just 
because we are not sure they will be 10 cents two months from to-day. By 
reason of that system, by reason of the fact that we do play safe on these 
products, we always show a very substantial profit on by-products account, 
which as you see from the explanation, has to be linked with the beef. 

Q. But when you play safe, we will say you transfer those hides at 8 
cents?—A. Yes. 

_ Q. That is to say, the beef department got credit for those hides at 8 
cents?—A. Yes. 


PRICE SPREADS AND MASS BUYING 2513 


Q. When eventually they bring 10 cents?—A. Yes. 

Q. But in the meantime they have been given credit at 8 cents, and their 
costs are based upon an 8 cent return?.—A. That is correct. 

Q. And therefore the cost of the beef department is made up of an esti- 
mate on hides and on tallow?—-A. Those are the two indefinables. 

Q. And several other products, that have to be sold in the future?—A. Well, 
the other products have a more immediate market. 

Q. You therefore have a reserve, shall we put it, in your figure of playing 
safe?—A. Yes. 

Q. You have a reserve that adds, for the time being, to the cost of the 
beef to the beef department?—A. Yes, exactly. 

Q. Eventually it will all wash out in the net profit that is returned at the 
end of the year?—A. Yes. 

Q. But in the meantime the price that is charged on your beef is a price 
based upon this calculated or estimated amount?—A. Yes. 

Q. And not upon the actual or net amount?—A. No. 

Q. From day to day?—A. It is a safe price because we can’t know what 
the actual price is going to be. The product won't be sold for two months. 

Q. Suppose you are giving a price, as you say, to the beef department. 
We will say you add, for the purpose of argument, $1.35 as being the estimated 
costs of the beef department’s operations?—A. Yes. 

Q. $1.35 a hundred?—A. Yes. 

Q. That is the estimate. Then on that estimate you will expect the operator 
to improve or better that condition in the actual net results, will you not?— 
A. Well, by operator do you mean “salesman’’? 

Q. I mean the man who is operating the beef department?—A. Yes. 

Q. If his costs are put at $1.35?—A. Well, he always sells the beef for as 
much as he can. 

Q. It is not the selling department I am thinking of. I am thinking of 
the beef operating department, where your processing is done, or where it passes 
through?—A. Well, I don’t think I understood your question then. 

Q. Well, when you give this estimate, I think you said this estimate is a 
safe estimate?—A. Yes. 

; Q. And the operator who gets it in his particular department will get the 
net result eventually?—A. Yes. 

Q. And he is expected to beat that estimated result in his operations?— 
A. Yes. 

Q. To so operate as to improve on it?—A. The whole system of record and 
of accounting is to put every man on his mettle all the time. 

Q. Then it is true, apparently, from this statement, that is impossible at 
the time to get your costs in each of these animals?—A. Yes. 

Q. And each of these cuts or each of the groups as you go along, except 
the estimated cost?—A. Yes, we get the cost on each animal. Of course, it 1s 
not an accurate cost. We never actually sell our beef at the cost. If you took 
the trouble to examine our beef sales record, you would always see a minus 
margin, as we call it. 


By the Chairman: 


Q. May I just interject there. I don’t want to get away from the thread 
of this, but I think it is apropos. You have shown a loss here of $813,900 on 
beef?—A. Yes. . 

Q. I understand this, of course, is a composite statement for the whole year? 
—A. Yes. 

Q. Made up of your twelve monthly reports, or thirteen?—A.. Thirteen. 
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@. I understand that that loss is consistent throughout those thirteen reports. 
That is the report I get, or the advice?—A. Yes, that is correct. It would vary 
some. 

Q. If this system of accounting that you adopt is for the purpose of inform- 
ing you, what is your reaction when you see in the first week, the second week, 
the third week and so on, these losses disclosed in your beef department?—A, 
Well, you see, Mr. Stevens, we never consider that beef department except in 
conjunction with the other departments. 

Q. I understand that. But I am asking you what your reaction is to the 
persistent and steady losses in that department?—-A. Well, we are sending out 
letters constantly to our salesmen. The chief executive works with the head of 
the department, and the head of the department works through the sales depart- 
ment. We are constantly putting pressure on our salesmen to get. better prices 
for the product on which we are losing money. 

@. All right. The next item, your by-products, shows a profit of $549,000 ; 
and I understand that is as consistently profitable?—A. Yes. 

Q. Does that not indicate to you—at least, it would to me; I may be stupid 
and dense—that you are not allowing your beef department a fair return on thé 
products that are passed on from, say your by-products department, such as 
hides and tallows?—A. I don’t think that necessarily follows, 


By Mr. Sommerville: 


Q. Perhaps instead of the word “fair,” the word “full” would be better, not 
allowing full returns?—A. No, not even that. We consider results in these depart- 
ments together. The actual result of the beef operations is the combined result 
of these departments, and that is accurate. That is the real result. 


The Cuairman: Yes, plus a portion of the casings. 


By Mr. Sommerville: 


Q. But you leave out selling?—A. I beg your pardon, selling does not affect, 
it in the least. 


Q. Selling does not affect it in the least?—-A. No. 


By the Chairman: ‘ 

(. Leave selling apart. You sell them casings as well?—A. Well, I am 
including casings in this statement of mine. These accounts all have to be 
grouped together. The beef results are actually grouped every week. We examine 
these accounts very carefully at the end of each week. We have taken all them. 


By Mr. Factor: 


@. You don’t worry yourself if one department shows a consistent loss from 
week to week?—A. Yes, we do. That is what the purpose of the whole system 
is, to get immediately after the departments that are not doing well. We have at 
the end of each week, when we put these various accounts together, an accurate 
picture of what the result from that week of our beef operations is. 


By the Chairman: 


@. I am just going to make one observation. Frankly I can’t agree that it 
is an accurate picture. You may think it is, but I certainly do not; because if 
you show consistently a loss on beef whereas your by-products show an 
abnormally large return, it would indicate that the allocation was not accurate. 
You may say it is accurate, but it certainly does not appeal to me as accurate? 
—A. I think you are probably failing to get what I say on our beef operations 
as against this account which we just call beef account. These three combined 
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accounts, beef, by-products, casings, barrel beef—four accounts, but barrel beef 
is not important—those three combined accounts each week give us an accurate 
picture or an accurate statement of what our beef operations have been. 

Q. I will grant you that. But if the object is in keeping this system of 
department accounts in separate compartments—you do that?—A. Yes. 

@. If the object is to get an accurate picture of the cost of that department 
and the returns to it, then I say at once that inasmuch as two of these show an 
unusually high profit, and another one shows a calamitous loss, it indicates that 
there is not a proper allocation. You may just simply take one off against the 
other and say really they are accurate?—A. In practice, as I have said, we do 
combine them. There is an object in keeping them separate, in keeping the by- 
products account, because within that account we charge up the number of hides 
that go in and credit the number of hides that go out, and keep a balance. We 
have got to do that kind of thing. 


By Mr. Ilsley: 


Q. What is the object in debiting it so little for what comes to it from the 
beef department?—A. I beg your pardon? 

Q. What is the object in charging so little for what it receives from the beef 
department?—A. It is just simpler to do it that way. As a matter of fact, 
these three departments are one. 

Q. “It is just simply to do it that way” is not very satisfactory. What is 
the reason for charging so little for those products which they obtain from the 
beef department?—A. I don’t think I understand your question. 

Q. You said a few minutes ago, I think that for hides worth 10 cents a 
pound you perhaps charged 8 or 9 or something; and the records show that this 
by-product department was a very profitable department, made a big profit, and 
the beef department made a corresponding loss. Mr. Stevens’ problem,—and I 
think it is shared by the rest of us—is why you don’t charge that by-products 
department more rather than group the three together and think of them 
together?—A. They could all be operated as one department without any 
differentiation, and the result would be actually the same as what we do. 


By Mr. Sommerville: 


Q. Is that correct?—A. The only advantage in having the different depart- 
ments is to make it easier to check the movements and keep the record of your 
by-products, hide sales, etc. 


By the Chairman: 


Q. Let me put this to you, Mr. McLean. Is this a fair statement of this 
system, that you have fixed a definite or arbitrary price for, we will say, by- 
products and casings?—A. Yes. 

Q. And you are satisfied with those, in connection with the beef. You have, 
on the other hand, fixed what shall be allowed to the beef department for things 
that pass to these other departments, and then you say to your beef department: 
“There is the basis; now, you get results that will put this in the black” ?—A. 
Well, that is the situation. 

Q. Is that correct?—A. Yes, that is right. The beef department know 
exactly. It is the beef department who put all these values on. They are the 
people who operate all three accounts. 

Q. That is correct, is it?—-A. Oh, yes. 

Q. All right. If your beef department were to turn those red figures into 
black, who would pay for that? I am not going to disturb by-products, casings 
or barrel beef. We will just leave them alone?—A. Well, that is purely a 
hypothetical question. It never occurs. 
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Q. It will be paid for one way or another, either less for the farmer or more 
for the consumer?—A. It is a purely hypothetical question. [ 

Q. All right, call it a hypothetical question or whatever you like, that is 
what would happen?—A. It would be accounted for by the fact that we made 
a very large profit on our beef operations. 

Q. Quite so. But mark you, you have already said that that is the object. 
Those are the instructions to your beef department?—A. Yes, that is our object 
in every department. 

Q. Quite so. Then the only person who could benefit from the application 
of that system would be the packing house establishment?—A. Well, Mr. 
Stevens, I don’t think that helps to clarify what actually takes place. What I 
am maintaining is that, in the system of accounting that we follow, we know 
accurately each week what the result of our beef operations is. That is the 
object of this, of our method of accounting, and we achieve it. 


By Mr. Factor: 


Q. The Chairman’s point is you just turn the red to black in the beef depart- 
ment, retaining basically the other three items?—A. But you see, we don’t do 
that at all. These three, together, constitute one. If you. have any objection 
to this, we could just make one account. It would be exactly the same thing. 


By Mr. Kennedy (Winnipeg): 

Q. Just referring to your beef account that appears in the red, has that ever 
shown in the black?—A. No. 

Q. Even with the most efficient management, under the present grouping 
or distribution of the departments did you ever anticipate that that beef account 
would show in black?—A. We know that will always be red. 

Q. You know that will always be red?—A. Yes. 


By Mr. Sommerville: 


Q. Do you agree with Mr. Tapley?—A. I am not sure it is the best way— 
excuse me for interrupting—I am not sure at all, as an accountant, that that is 
the best way of doing that. 


Mr. Kennepy (Winnipeg): No, I would not think so. 


By Mr. Sommerville: 


@. But, as an operator?—A. No, I am not sure as an operator. We have 
discussed it many times. But at any rate our object is to put pressure on our 
salesmen to make a profit on the beef department. I want to make that clear, 
that we are trying to make a profit. 

@. Then you agree with Mr. Tapley, that when that condition exists you 
must either get a profit at one end or must buy your cattle cheaper at the other 
end?—A. Naturally. 

@. And with that condition there is constant pressure then on the beef 
department, the beef department head, to accomplish one purpose, namely to 
produce a profit?—A. Yes. 

(. And he can only produce his profit by either selling for a little more or 
buying for a little less?—A. Exactly. 

Q. That is the result?—A. That is the case in every business. 

Q. Well, yes it is, but when there is this pressure weekly of the red figures, 
it may have a very definite result on the price of beef?—-A. The figures may 
not be red. It quite frequently happens we have a profit on the three accounts. 

Q. On the combined accounts?—A. Yes. 

Q. Now, you stated to us that these first four accounts correctly reflect the 
beef situation. That is right?—A. Yes, . 
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Q. How can that be, Mr. McLean? As I understand it, the by-products in- 
clude by-products from other live stock besides beef--sheep, lambs and calves? 
_A. Modifications are made for those, or that is hardly correct. The by- 
products of sheep, lambs and calves are sold at less than of the cattle. The 
by-products of the sheep, lambs and calves are charged into that by-products 
accounts much more nearly at their market value, or as exactly at their market 
value as is possible, and that is possible. 

Q. But they are in there?—A. They are in, but they are charged in at their 
market value and they are sold at their market value. So that the fact is that 
the by-products account, the profit or loss that it shows, belongs to cattle. 


Q. In other words, those four totals do not represent the actual results at 
all?—A. Oh, yes, they do. 


By Mr. Chairman: 


Q. What portion of the casings is sheep casings and lamb casings?—A. Ca- 
sings, as I have already explained, is divided. The casings account is a pretty 
important account. 


Q. Of course it is?—A. And sheep casings are pretty important because they 
are more valuable than beef casings. So we follow through each week care- 
fully and analyse the source. 


Q. But this $200,000 includes both?—A. Yes, and that is divided, in our 
practice. I don’t know what this figure is because I have not seen this before, 
but if that is the total result— 


By Mr. Sommerville: 


Q. It is the net result of your casings department?—A. If that is the case, 
there would be a memorandum in the casings department, showing how much of 
that attached to beef. At least, I am sure that is the case. The auditors who 
have been there would know about that. 


Q. Those four figures apparently include other live stock products, and as 
they are presented they cannot reflect the exact beef situation?—A. True. Il 
am not saying that these figures are accurate to a cent or to a dollar. What I 
am saying is that when we have our record at the end of each week, we know 
that these records are accurate to, say, within a tenth of one per cent, or they 
are correct to the point that we need them correct as operating figures, and they 
are correct for any purposes whatever, certainly correct. 


By Mr. Factor: 


Q. That is not Mr. Sommerville’s question. Mr. Sommerville’s question 
ss that it does not reflect the exact beef situation because you have included in 
it, even in the casings to a considerable extent, the products of sheep and lambs? 
A. No, the profit on casings is divided as between beef, sheep and lambs. 


By the Chairman: 

Q. Yes, but they are included in this figure?—A. They may be. 

Q. This is your department of casings and your department of by-products, 
and it shows certain figures in both cases that include sheep, lambs and calves; 
and in the casings, sheep and lambs?—A. If they are in that figure, then this 
is not the figure that the beef department would use. They would have the 
division. 

By Mr. Sommerville: 

Q. Let us leave beef, then, because we cannot agree upon that?—A. I am 

sorry I have not convinced you. 
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By the Chairman: 

Q. There is not any question about it being divided in your books, but 
what we are pointing out is that the department results which are here set 
forth show casings $200,000 and by-products $549,000, which in both instances 
include sheep, lamb and calf products. Therefore the four figures do not reflect 
the beef situation. That is what we are pointing out?—A. I hope I am not 
labouring this too hard, but I do want to make this clear to you, Mr. Stevens. 
So far as by-products are concerned, everything other than cattle are unim- 
portant. The by-products of sheep and lambs, because that is the only other 
thing—there are practically no by-products from calves—are quite unimportant 
and are charged into an account at their actual value, not at an estimated safe 
value. But I submit that in the case of cattle, especially cattle, the net result 
of that by-products account properly belongs to cattle. 


By Mr. Factor: 
Q. Are they less valuable than beef by-products?—A. Oh, yes. 
@. Less valuable?—A. Yes, much less. You see, from beef there is sold 
a large amount of tallow and hides, tongue, heart and liver. 
Mr. SoMMERVILLE: Sweetbreads. 
The Witness: Forefeet, shanks and glands, which are quite valuable. 


By Mr. Sommerville: 
@. You have your hides, and similar organs from your calves, sheep and 
lambs, have you not?—A. Well, but they are a lot smaller. 
Q. True, but they have their proportionate value?—A. Yes. 


By Mr. Ilsley: 

Q. Why don’t you do the same thing with the beef products?—A. I beg 
your pardon? 

Q. Why don’t you treat the beef products the same as you do lamb, sheep 
and calf products? Why don’t you put them in at the true value instead of 
at the safe value?—A. Well, because there is not an immediate market, you 
see. True, I am not saying that the way we do it is the best accounting practice. 
What I am saying, and what I still maintain, is that when you combine them 
you have got the same result as though you did follow a different system. 

Mr. SomMERVILLE: Let us see whether that follows through or not. 


The CuairMan: Well, it is one o’clock, gentlemen. Let us have a little 
surcease from our labours. We will adjourn now and meet this afternoon at 
3.30. 


The committee adjourned at 1.00 p.m., to meet again at 3.30 p.m. 


AFTERNOON SESSION 
The committee resumed at 3.30 p.m. 
(Continuing the examination of Mr. McLean: 


By Mr. Sommerville: 

Q. Mr. McLean, dealing with the departmental profit and loss account 
which we were discussing this morning and which is stil] before you, perhaps 
we can get a picture of the situation by taking the Provision department that 
is referred to. The Provision department is shown in your departmental account 
as showing a loss of $138,546.09?—A. Yes. 

Q. That is in the red?—A. Yes. 
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Q. I understand that covers your chief operation in hogs?—A. Yes. 

@. And the auditors advise us that they computed interest charge to this 
department as $228,397.742?—-A. Yes. 

Q. Deducting that from the results of this department, that would leave 
a result of $89,851.65 of a profit?-A. Profit, yes. 

Q. Now, those products are sold to the sales department?—A. The domestic 
products are. 

Q. And the auditors advise that through your Car Route department, the 
Provisions department sales exceeded the average selling expenses by $100,000 
on the Car Route sales of your provisions?—A. I do not know where they 
got those figures from. I would be very surprised if that is correct. 

Q. Here is the examination they made—that the margins obtained by the 
Provisions department from the Car Route department exceeded the average 
selling expenses by $100,000?—A. Well, that would be gross, would it? 

Q. No, that is the amount by which your salesmen exceeded the margins? 
—A. You see the Provisions department gets the product at a certain price, 
then they sell it, and the expenses of the Car Route department—I should have 
said the Car Route department—their expenses are deducted. 

Q. Are deducted from other sales?—A. Yes. 

Q. And the evidence of the auditors was that the margins exceeded their 
average selling expenses by $100,000 on the Provisions department?—A. I have 
not heard that evidence. I cannot comment on it. 

Mr. Factor: And the whole selling department and the Car Route only 
shows $65,757. ‘ 

Mr. SoMMERVILLE: Because it is a net figure; they may lose on something 
else. 

By Mr. Sommerville: 

Q. Now, if there is any such profit as $100,000 on the sale of the provisions 
through the Car Route department then that would increase the profit in that 
department to $189,000?—A. Not unless it was—are you sure that statement was 
given in evidence? 

Q. It was given in evidence yesterday?—A. That there was a net profit on 
provisions in the Car Route department of $100,000? 

Q. Yes.—A. I do not think it can be right. 

Q. This is the way in which the evidence was given. The auditors were 
indicating that the statement in your selling department, the total selling profit 
of $16,232.30 was a net figure?—A. That is correct. 

Q. After deducting profits in various departments, after taking over the 
profits in various products, the losses in certain others—on that in order to get 
at the true picture you had to know what your profits were on each of these 
in order to figure them back to the products themselves. Now, then, they said 
that for the month of March they took the actual sales of provision products 
day by day and took from that the average cost of selling those provisions, 
and on that basis they would show a profit of $100,000 during the year?— 
A. Well, of course, they just multiply by 13, do they? 

Q. Multiply by 13 on a four weeks period?—A. That would not be a very 
safe way of doing it in any case, and I am inclined to doubt whether those 
figures, even on this basis, would be arrived at. 


By the Chairman: 

Q. You were indicating that you were very proud of your system, and you 
indicated that you could tell immediately without any trouble at all how each 
of these composite items were made up. Perhaps you have in your records 
with you how that $16,000 is made up?—A. No, I have not; but we use the 
patel nopentrvents as a clearing department, there is never profit or much loss 
in those. 
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By Mr. Sommerville: | 

Q. I have to be exact now. The auditors yesterday, in order to have the 
figures complete for the year, checked up on the total profit on volume and the 
volume was 19,252,064 pounds sold through all departments?—A. Yes. 

Q. That quantity of provisions were sold through the Sale department and 
the total profit on that account was $100,110.73—A. Yes. Is that net or 
eross? 

Q. That is the excess of the margin over the selling cost. That would be 
net, would it not?—A. No, wait a minute—I think you will find that is gross, 
Mr. Sommerville. 

Q. What would you take from gross?—A. The selling cost. Would you 
give me those figures again? 

Q. The average margin obtained was 1164 per 100 pounds?—A. Yes. 

Q. The average expense of selling was 64 cents per hundred pounds?— 
AMY es, 

Q. That leaves you— —A. Fifty-two. 

Q. —fifty-two and a half cents per 100 pounds as the excess over selling 
cost that was obtained. That would be net?—A. Yes. That is correct; that is 
net. 

The Cuatrman: That gives you what? 


Mr. SoMMERVILLE: That gives you a total profit in that department of 
$189,851.65 without interest charge. That is $100,000 plus $89,000 without 
interest charge in the Provisions department? 


The Wirness: What is the $89,000 you are speaking of? 


By Mr. Sommerville: 

Q. The Provisions department has charged against it, according to the 
auditors for that year, $228,397.742—A. Oh, yes. 

Q. For interest; and if you deducted that from the charges to the Provisions 
department instead of showing a loss it would show a profit of $89,000?— 
A. That is correct. 

Q. And the profit on the selling department being $100,000 for provisions 
would leave $189,000 profit for provisions, would it not?—A. No, no; because 
your method of arriving at that is not a sound method at all. I would like, before 
passing any comment on these figures—I would like to have an opportunity 
of checking them. This was probably done in our office, and it was not mentioned 
to us at all. 

The CHAIRMAN: It is taking your own system and your own figures. 


The Witness: But I have not got so much confidence in our own system in 
the hands of other people. 

The CHatrMAN: That may be sound. I will agree with you there. But we 
have some reasonable confidence in our auditors. 


The Wirness: Well, here is the reason I say that—I am just trying to be 
helpful and to get the facts. 


By Mr. Factor: 


Q. Mr. McLean, do you dispute that net amount per 100 pounds?—A. I 
would not pass an opinion on it at all until I have an opportunity of checking 
their computation. You could not ask me to. 


Mr. Kennepy (Winnipeg): Certainly not. 


By Mr. Sommerville: 


Q. Mr. McLean, perhaps we may leave it at this, that the net figure shown 
in your Sale department here as profit is the result of a great many items on 
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either side of the balance sheet in that department, losses and gains?—A. I say 
this to you, Mr. Sommerville, I am finding out that I know less about our system 
than I thought I did, but I would be very surprised if there are any large losses 
like that or any large profits hke that. I am willing to make any check you 
ask me to with the auditors in order to obtain the facts. 

@. But you remember that through these departments in Toronto you had 

$24,000,000 worth of sales?—-A. Yes. 
; Q. On $24,000,000 worth of sales you are bound to have entries of large 
amounts on each side of the balance sheet in that department?—A. Yes, but the 
basis on which we run those sales departments—we may have slipped in working 
our own system, but I would be very surprised if in any single department there 
were a figure anything approaching that, either of profit or loss. 

Q. My only point for drawing it out is to indicate that on this department’s 
profit and loss statement it would indicate that there were just $16,000 charged 
in that department, whereas there may have been hundreds of thousands charged 
in beef or made in beef and hundreds of thousands lost in something else?—A. I 
have discussed this several times with Mr. Sheppard who is a much more experi- 
enced accountant than I am in general accountancy, but who is much less experi- 
enced in packing house accountancy—remember, I, myself, began my career as 
an accountant, and I think I am a pretty fair one—and Mr. Sheppard and I do 
not agree, but I am willing to check with the books in front of us. You must not 
ask me to take a position here on figures I have never seen. It would have been 
quite possible, when they were making that computation, to ask us to check them. 

Q. I am not asking you now to accept a figure one way or the other. I am 
asking you if that is not the result of this net figure that is shown?—A. Yes. 

(). And so, in order to get a picture of any one of these Provisions depart- 
ments or Beef departments or any one of these departments, you would have to 
go through all of these and build them up?—A. No, I do not think so. I think 
if you went through one or two of these—as I have said there may be a small 
profit or loss which has no significance on the total year’s results. 

@. A $100,000 figure?—A. I am not accepting that— 

Q. it has a substantial significance?—-A. I have not admitted that figure; I 
would like to check it. 


By the Chairman: 


Q. Before we leave that statement, I would like to ask Mr. McLean one or 
two questions. This statement—you have it before you—shows under ‘‘Cream- 
eries” a loss of $38,000?—A. Yes. 

Q. A loss of $38,000 is the correct figure, is it?—-A. Yes. 

Q. I would like to ask this question: the creamery business is not essentially 
a packing house business, and seeing a loss of that character, what is the 
purpose of the Canada Packers persisting in the business, and why not leave it 
to the creamery companies to handle their own line of business if it is not a 
profitable line for you?—-A. That is a perfectly fair question. We inherited 
those creameries with one of the companies, the Gunn company. They owned 
those creameries, and they had been a produce house before they were a packing 
house, as you know. The ownership of these creameries goes back many years, 
and the creameries have not been universal money losers, but last year was a 
very bad operating year in the creamery business. I think if you will make 
enquiries throughout Ontario you will find that all the creameries lost money. 
I do not think that that is the proper solution for that kind of a situation 
anyway. When a department loses money, the proper thing to do is to try 
to put it on a basis where it makes money, and that is what we are trying to do. 
I spent a great deal of time on these creameries in the last year. It was a 
very unfavourable operating year. 
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Q. That is your answer. 
Mr. Facror: Canned goods. 


By the Chairman: 


Q. Yes. Let me take canned goods. Now, canning vegetables and fruit is 
not a packing house business. Here again you show a loss of $51,553 in that 
operation?—A. Yes. 

Q. Now, again I put to you the same question: why should a huge organi- 
zation such as yours step out into the canned goods field and suffer a loss which 
must be reflected in the rest of your business in competition with the canning 
companies of the country, and there is not a very healthy condition there, 
as our inquiry discloses?—A. No. I think I can answer that question too. 

Q. I hope it is a more effective one than the last one?—A. Well, in the 
case of our business, our business is distributing foods and our system of 
distribution is by car routes. 

Q. Distributing foods?—A. Yes. 

Q. All right. Packing house foods, I would say?—A. At any rate, we 
have car routes which, as you know, consist in this: a car starts in, say, on 
the Canadian National line east of Toronto. It may start in at Port Hope, 
run along and stop at Port Hope and Cobourg and Trenton and those small 
places. It is a refrigerator car, and it stops at each of these towns. We run 
them once a week or twice a week, and that lends itself to the distribution of 
other goods that need the benefit of refrigeration. Now, for many years we 
have handled canned goods just as a part of our business because we keep a 
traveller working in that district and he can sell more product than we have 
in just meats, and it is a useful help in paying his expenses to add canned goods 
and butter and eggs and similar lines to his meat lines. In that way we got 
into it. 

Q. Yes, but you make a loss of $50,000; and here is what I am bringing 
to your attention and this concerns this committee very vitally: in the evidence 
that was before us last week in connection with canned goods we found that 
the grower of the produce—of tomatoes, peas, corn and such like—was being 
paid in some cases prices that were unfairly low, so much so that there was 
some haste to correct those prices after the inquiry had gone on for a day or 
two. This operation of yours with a loss of $51,000 must have contributed in 
a measure to depressing the prices which the grower got for those goods. Can 
you tell me, as a business man, if an operation that shows a loss of $50,000 is 
a healthy operation in a main industrial operation, namely, canned goods 
industry in this case?—A. I cannot agree with your deduction at all. Perhaps 
the year before—I do not remember the figure—but this year we are going 
to make some profit out of canned goods. 


By Mr. Sommerville: 


Q. Will it be on the basis of tomatoes at 25 cents a bushel, which is the 
contract price, and the growers say it is impossible to grow them at that price 
and get anything out of them?—A. Don’t ask me to speak about that, because 
I do not know. 

Q. That is the evidence we had—A. I would not, of course, maintain a 
department on which year after year we lost money, but every department 
occasionally loses money; our beef department is the heaviest loser of all 
this year. 

By the Charman: 


Q. Now, just to indicate that I am not alone in this matter, I have before me 
complaints from producers and from those in the canned goods business protest- 
ing against the type of competition that they get from the packers. You must 
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remember that the Canadian packers are a very powerful organization. If 
necessary you are able to do things that the ordinary capital of an ordinary can- 
ning concern would not possibly permit them to do; and it strikes me as a 
most unfair form of competition for you to branch out into lines of business 
which conceivably you would not be as expert at as those in the canning business 
and suffering a severe loss which must be reflected in either lower prices on live- 
stock or in some other way, and at the same time perpetrating a form of com- 
petition which is complained of by those with whom you yourself compete?— 
A. I do not not think you would find any producer who would object to our 
being in the canned goods business; and as I said we must not take it for granted 
because we have a loss one year we have a loss every year, and if you are basing 
your point on the fact that you make a loss that is not a substantial basis 
because on the whole we have made a profit. 

Q. What are you going to pay for tomatoes this year?—A. I do not know. 

Q. Well, you ought to know by now—contracts are made?—A. I cannot 
inform you right away, but I can get the information for you, but I do not know 
of my own knowledge; I have not any idea. 

Q. It is an important part of your business; it must be. That is something 
that I think should be determined?—A. I have been in England six weeks. I 
probably would know if I had been at home. 


By Mr. Sommerville: 

Q. Is it not a fact on your statement that you find it a convenient way of 
using car space when you are sending it from town to town and filling up your 
car with canned gotds?—A. Yes. 

Q. You auld sending your car out with a certain quantity of beef?— 
A. Yes. \ 

Q. And you would carry your canned goods in the same car, helping out 
in the matter of freight?—-A. Yes, exactly. 

Q. Does that not give you an advantage in the matter of competition over 
those who are in the same business, because that is one of the complaints we 
have?—A. Suppose it is? Is there any crime in that? 

Q. I just wanted to get your views on it. 

Mr. Kennepy (Winnipeg): I would not think so. 


The Witness: It is an advantage that we probably share with the pur- 
chaser if we have an advantage. It has not been very disastrous to the average 
canned goods producer—we are a very small factor in the canned goods 
situation. 


By the Chairman: 


Q. It does not take a very large proportion of the business operated at a 
lost to effect the general standard of the whole industry; you know that, as a 
general principle—A. Now, the canned goods situation—l know something 
about it because it has been discussed a good deal. My opinion is that the 
average price that we get for our canned goods is considerably higher than 
the price that the competing canned goods companies get, and if that is so we 
cannot have done much damage to their business. 


By Mr. Sommerville: 

Q. Then, there would be no complaint from them?—A. You see, I am in 
the dark as to your complaints. I do not know what they are. 

Q. Another complaint that has been brought to our attention by the fruit 
erowers is the fact that Canada Packers in selling their fertilizer will sell the 
fertilizer to a producer of fruit crops and agree with him that if he buys the 
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fertilizer they will market his product for a cent a basket or a sum that is 
very much smaller than any other commission merchant in the town can 
handle, and when your carload of fruit goes to that town it means that every 
fruit merchant will be very seriously affected and fruit growers are affected, 
and the price of their product comes down until your product has been con- 
sumed. What do you say as to that?-A. I have never heard of that. We 
have a long calendar of sins, but that is a new one. 

Q. Apparently they are growing from day to day?—A. I do not think I 
have any comment to make on that, I should think it is mostly imagination. 

Q. They gave us some very practical evidence, sworn right here last week, 
Mr. McLean?—A. Is that so. 

Q. Yes?—A. Well then, if there was definite evidence I will look up the 
facts and give you our comments on it. I did not know that. 

Q. Will you be good enough to give us the total of your live stock pur- 
chases in Canada, of the various grades—I mean the various kind of cattle, 
hogs, sheep and calves?—-A. Do you mean the total number. 

Q. The total number, and the value, in pounds?—A. I could not give you 
that, I have a statement, but I do not think it gives you completely all that 
you ask for. You must not expect me to tell you this information out of my 
head. 

Q. I am not asking you that, I am asking you to furnish it?—A. Oh, 
certainly. I have a statement which I thought would interest you, in view 
of the discussion the other day, it was simply on the point that we have been 
discussing to-day, to substantiate my claim. I can tell you exactly what were 
the Canada Packers operations in cattle, hogs, sheep and calves. 

@. If you would be good enough to just tell me the volume?—A. I do not 
think the volume is on it. However, I will prepare that statement for you if 
you wish. 

Q. I would like to have the volume, just as we got it from the other 
companies?—A. Yes. 

@. And the price paid the various grades?—A. Will you write me a letter 
saying exactly what you wish, or shall I take it down now. 

Mr. Parry will give you a statement. Now, I think you said when 
you were here before that you got what you could for a product, and charge 
a reasonable amount for processing a product; and the balance went to the 
farmer. Is there not a very substantial variation in the amount that you get. 
from your customers?—A. I would say, no. 

Q. Because yesterday we had the evidence of the auditors to the effect 
that there were wide variations in exactly the same product on exactly the 
same day in the same town; and the evidence of that was submitted in the 
case of two cities only; In Niagara Falls a carcass of baby beef at 10-5 cents 
to one man, and on the same day to another man a carcass of good baby beef 
at 11-5 cents; on the same day a hind quarter of a fair steer at 10-5 cents 
to one man, and on the same day to another man 8:5 cents; a fair heifer hind 
quarter to one man 12 cents, and on the same day to another man 10-5 cents; 
a front quarter of fair heifer, to one man 7 cents and to another man 10 cents; 
a hind quarter of medium heifer, to one man 12 certs; and to another man 9:5 
cents; and two hind quarters of fair heifer, to one man 8-5 cents, and to another 
man on the same day 11:5 cents. These prices that I have indicated are all 
given on the same day in the same town, to two different customers. How do 
you account for that wide variation of as much as 2-5 to 3 cents in a product? 
If that variation could go back to the farmer, if there is room for that variation,. 
I am sure he would be happy to have the extra 2 cents?—A. I do not think— 
that was reported in yesterday’s paper, and the only—I am not able to check. 
You see, these auditors have abstracted information from our business without 
checking it with us. Now, I am sure these things must be wrong. 


ee .__. 
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By the Chairman: 

Q. We had sworn evidence, Mr. McLean, some time ago, and you had 
ample opportunity to check that evidence, which indicated that your firm 
would approach the customer of a competitor and undersell them. Here is 
the differentiation in price in the same town on the same day which would 
seem to indicate that practice?—A. The only answer I am able to give to that 
is, that we were unable to identify—Niagara Falls was mentioned, and we 
have only two customers in Niagara Falls who use baby beet. What was the 
date of that, was it May 10th, or May 14th. 

Q. May 14th, yes?—A. I have a report here—I will not mention names. 

Q. We are not mentioning names?—A. In any event I have not permission, 
I intend to call the customers and ask permission to give their names here 
and the facts—on May 10th, that was one of the dates, wasn’t it? 

Q. No, May 14?—A. May 14: I have not got the particular customers. 
Wait a minute, till I see. The one case that was mentioned in the paper, at 
any rate, was this: one at 11-5 cents, and another at 10:5. Now, the figures 
were not right, the figures were 11 cents and 10 cents, and they were two differ- 
ent grades of beef—it was 11-5 cents and 11 cents—the actual figures. The 
order came in 10-5, and that is done in many cases, perhaps 50 per cent of the 
cases, the price was raised to 11 cents. You see, because we book all orders 
for beef subject to approval of head office. We usually confirm it by telephone, 
whether it was done in that case or not I do not know. But in that case where 
your officer reported the sales of the same grade of beef in the same town on 
the same day at 11-5 cents and 10-5 cents, the facts were these: 


By the Chairman: 


Q. You are giving us May 10 though, on your card there; that is not the 
date, the date we quote is May 14?—A. So far as—I am certain these facts are 
not facts, do you see? 


By Mr. Factor: 


Q. They ought to be, they are sworn?—A. I am quite sure the auditor 
believes it, but you see the auditor has not—might easily make a mistake. 


By Mr. Sommerville: 

Q. We have had about 20 cases reported?—A. I submit to you that it 
is not a fair thing to recite, to submit these cases here without first checking 
them with us. . 

Q. But they are taken from your record, from your own books?—A. 1 
am willing to stake my case on it. We will check back on these particular. 
cases he has reported and if he is not wrong I will come here and tell you that. 
I am certain he is wrong. 


By Mr. Sommerville: 


. eon checking you will say he is wrong?—A. Yes, I will 

. I would prefer you would wait until you check piece ; 

preferred he had waited till he had checked. i pho g have 
Q. He has checked?—A. No he has not, not with us. W | 

in one case, the facts he gave—as reported. — i Selah page 


By the Chairman: 


Q. Tell us the case, what case is that?—A. Both baby b 
) ; y beef. Here I h 
got May 10, baby beef 11 cents. May 10—yes, there it is, the same date aid 
the same customer—baby beef 11-:5—that is the case so far as we— 
86332—163 4 
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Q. Wait a minute, we have no such case, so you have not checked our 
case, Mr. McLean. 


By Mr. Ilsley: 
Q. This case had better be checked by Mr. McLean and let him tell us? 
—A. Of course. 


By Mr. Sommerville: 

Q. Is there any variation?—A. A variation such as that is absurd, Mr. 
Sommerville. Beef is sold on a margin—our average—I am not saying that 
there is no variation at all, of course; but the margin, the variation of 2 cents 
a pound to anybody who knows the beef business—you have only got to mention 
it to know that there is a mistake somewhere. 


By the Chairman: 


Q. Are your salesmen forbidden to make any change or variation in price? 
—A. Oh no. 

Q. How can you say then so positively that this is absolutely wrong?— 
A. Because, you see, if we sold the same grade of beef to two men on a differ- 
ence of 3 cents a pound, we would be treating one man very unfairly. 

Q. Of course you would?—A. We would not do it. You would not build up 
a business by that kind of practice. 


By Mr. Sommerville: 
Q. You might build up your business at the expense of your competitors 
by that practice?—-A. By selling beef too dear. 
Q. No, by selling a man lower than the average price at which it can be 
sold by your competitor; and that was the charge that was made here—at least 
that was the statement made. 


The CuatrmMan: The complaint. 


By Mr. Sommerville: 


Q. The complaint, at an earlier period?—A. You do not make profits by 
selling any product below cost. 

Q. You have not made profits on beef, you have lost $889,000?—A. So 
has everybody else. I imagine we have done as well on the beef business as 
anybody last year. 

Q. Then we had evidence yesterday that you had a printed sale price that 
is given to the salesman?—A. Yes. 

@. And then there is a code with that?—A. Yes. 

Q. And that code shows the margin in which he can vary that price?— 
A. Yes. 

By the Chairman: 


Q. Is that correct?—A. Yes. 


By Mr. Ilsley: 
Q. Would that be for all products?—A. That is universal practice in the 
packing business. Every deal is a deal. It is not like selling watches or iron, 
every deal is a separate deal practically. 


By Mr. Sommerville: 
(J. That is when you are selling, when it comes to buying it is all bought on 
a different basis?—A. Every deal is a deal in buying. 
Q. You think that is so?—A. Yes. 


PRICE SPREADS AND. MASS-BUYING 2527 


Q. The farmer would like to think that?—A. The farmer knows that. 

Q. There is, however, you say, a variation allowed the salesman; a discre- 
tion in the sale of beef?—A. Oh, yes. 

Q. And do you say that the margin allowed on beef is not as great as that 
allowed on pork?—A. Oh, it is a difficult question. The margin on beef—as a 
rule beef is sold on an extremely narrow margin. In any year where a packing 
house finishes its year with 10 cents a hundred pounds—that is -1 cents a pound 
profit—it has done well. 

Q. On the average?—A. Yes. 

Q. Now, I am asking you a question: is there not as much margin allowed 
the salesmen proportionately on beef as on pork products?—A. I am sorry, I 
do not understand that question. 

Q. Is there not as much latitude allowed the salesman in the adjustment of 
his margin in the case of beef as there is in the case of pork?—A. Oh, I do not 
think I could answer that question; remember, you are asking me a lot of ques- 
tions about phases of the business I have no contact with whatever. 


By Mr. Factor: 
Q. There is a code, Mr. McLean?—A. There is a code. 
Q. What is the margin in the code?—A. You could easily tell that by getting 
a price list. 
Mr. SoMMERVILLE: We had evidence yesterday that the margin on pork 
products—certain products named—ran up to 3 cents, wasn’t it? 
Mr. Kennepy (Peace River): Yes. 


Mr. SOMMERVILLE: Some 3 cents or 4 cents a pound margin; as much as 4 
cents on some products, some pork products. That is a large margin, is it not? 
The Witness: Yes, it is. Iam very much surprised at that. 


By the Charman: 


Q. I would like to ask this question, Mr. McLean: You see, we are asking 
you—you are suggesting that perhaps it is not fair—we are asking you questions, 
and you say you are not familiar with that phase of the busmess; yet a moment 
ago you definitely challenged the auditor’s statements on figures, and you did 
it with a great deal of confidence, you said positively it could not be so?—A. 
I did. 

Q. Now you say you do not know enough about it to tell us what the stand- 
ard margin is?—A. I think these two statements are quite compatible and con- 
sistent. 

Q. I will tell you something: I am learning something about big business 
now, I thought I knew something about business, but really I begin to think I 
know nothing about it?—A. Do not be unfair to me. 

Q. I think this, Mr. McLean: I think you as head of the business surely 
would know the normal practices going on from day to day as well as what you 
said in your evidence about what these figures disclosed a moment ago; one is 
routine, the other specific? —A. You forget there are 4,000 people in that business, 
and there are 120 people in head office, and this practice— 


By Mr. Factor: 
Q. You are branching off to a speech again. Mr. Stevens asked you a 
simple question?—A. Do you want me to stop speaking. 
By the Chairman: 


Q. No, no, Mr. McLean; you got away from my point: what is your prac- 
tice. It must be one of the important factors in the whole business—the latitude 
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your salesmen should be allowed. I think if there is one thing in the whole 
business that you would have a correct estimate on, that is the one thing. If it 
is a little too wide it is a very dangerous thing, but if it is too narrow it would 
stilt your business?—A. I do not know the object you are seeking; or the facts 
you are trying to bring out here. I would like to be helpful to you. 

(. Is that all the answer you can give me?—A. I would like to be as help- 
ful as possible. I will try to give you as much of everything as I can. 


By. Mr. Isley: 


Q. I think our object is just this: you send your salesman around, and 
you give them a latitude or a leeway within which they can trade with 
customers; and it would appear, as the evidence stands at present, that they 
discriminate between customers in the same city on the same day. They treat 
one man unfairly, as between ‘these two customers; and we want to find out, 
I think, if these cases are not cases that would appear to be unfair trade 
practices perhaps—unless there is some explanation of it. If your salesmen 
are going to deal with two traders in one town, selling one man at 11 cents 
and another man at 8 cents—and on pork selling one man at 22 cents, and 
another at 19 cents—then one of these men naturally in the circumstances is 
being treated unfairly—A. Well, let us put it on the lowest ground, Mr. Ilsley; 
do you think that a firm could do that without the knowledge of it being 
divulged—do you think it would be good business. 


By Mr. Young: 


. But it is divulged. There are several witnesses came here, yesterday 
we had a man who said he had been in the packing business for forty years 
in St. Catharines, and that is the thing they are up against all the time, they 
are meeting that sort of thing in the whole Niagara peninsula—chiefly from 
Canada Packers selling at a price which they believe would be below cost, 
from their knowledge of the business?—A. All I can tell you gentlemen is that 
we try to sell all the time for a price above cost. 


By the Chairman: 
Q. Wait a minute now; we will take your own statement this morning, 
$831,000 you say you lost in beef?—A. No. 
Q. Well, it is $742,000 before you add the interest?—A. No, $831,000 less 
$749,000. 


Mr. SomMervILLE: Oh, but you are including casing products from the 
others too. 


By the Chairman: 


iy oe Your beef goes from your beef to your selling department, is that right? 
—A. Yes. 

Q. Then it is sold?—A. Yes. 

Q. Take the right hand column on your statement, and the top figure; 
there is a loss on beef of $742,000?—A. Yes. 

Q. Coming down to your selling department, you had a profit there of 
$70,000?—A. Yes. 

Q. The total profit is shown there?—A. Yes. 

Q. Take the total profit from that department and deduct it from the 
loss, it will reduce the loss on beef by the amount indicated?—A. Not at all. 
The result on our beef department was—$742,000 less—$648,000 and $215,000, 
is $800,000. 

_ Q. Excuse me, that is by-products, casings, etc. I am talking about beef? 
—A. So am I. 
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Q. You told me just a moment ago that you sent beef direct to the selling 
department; is that correct?—A. Of course it is correct. 

Q. Whatever you make in your selling department would be taken off the 
loss shown in the beef department?—A. I see the point you are making. Here 
is the answer to it: we charge beef to the selling department—at the cost of 
the department—by taking these three together, do you see. Now, I told you 
that half a dozen times this morning, we consistently treat our beef— 

Q. When we asked you this morning why you did not credit back to your 
beef department some portion of the by-products which show a profit of $648,000, 
you said that was not general at all, you have not done that at all?—A. You 
misunderstood me. 

Q. I did not misunderstand you; when we brought that into question and 
said to you, why not credit your beef with a larger measure of what you charge 
against it, a half at least, you said that was not good business. 


Mr. Instey: I do not know; he said maybe they ought to change the 
present system, I think. 


The Wrrness: I said that for all practical purposes our method of treating 
this is as though we had just one kind instead of three. 


By the Chairman: 

Q. You said that in these products were products from sheep, lambs and 
calves as well, and that in that item in casings of $215,000 a very substantial 
part was sheep casing?—A. What I am saying now has to be modified to that 
extent. 

Q. Yes. You could still take that and you would show a loss?—A. No. 

Q. All right then; let me take it the other way, how much of the by-products 
is beef?—A. I told you this morning, 90 per cent of it at least. I would not 
say—practically all the profit on by-products is beef. 

Q. How can it be, Mr. McLean? 


Mr. Kennepy (Winnipeg): That was not his evidence this morning. 


By the Charman: 

Q. No, it was that a portion of the by-products came from sheep, lambs 
and calves; but you said the major portion was beef?—A. No, I attempted to 
make myself clear, and perhaps I did not: I said that because the volume of 
product that went through the by-products was so overwhelmingly beef, that we 
charged the by-products, the sheep and lambs, at the actual value into the 
by-products account; so that your profits shown in the by-products account— 

Q. You are saying that now?—A. That is what I said this morning. 

Q. Not about casing?—A. That is different—that is always divided as 
between beef, and sheep and lamb. 


By Mr. Sommerville: 


Q. The larger portion sheep?—A. I do not know which would be the larger 
portion—I said sheep casings we have more than beef casings. 


By the Chairman: 

Q. Would half of it be beef?—A. I could not tell you, but that division is 
kept up all the time you see. 

Q. Could you estimate—you must know?—A. Well, say half—it would be 
at least half. 

Q. All right, $748,000 on these two branches, less $742,000 on the other? 
ma Aon X OS, 

Q. That leaves us then with beef with practically no profit at all?—A. Yes. 
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Q. Now then, we come back to the point disclosed in this statement here; 
and I ask you on the face of that does it not indicate, in face of the evidence 
given here yesterday, that you were selling actually below cost in that com- 
petitive areas?—A. I would not say at all that there were not individual sales 
made below cost. There are lots of them. There are so many factors that 
enter into the business—the strength or the weakness of your salesmen is the 
chief factor, and there is the activity of the competitor. Of course, when you 
break even on the department, it must mean that a great deal of the beef is 
sold at a loss. 


By Mr. Factor: 


Q. There is a code on pork products?—A. Yes. 

@. And the margin between the code and the selling price varies up to as 
much as 4 cents on pork products, as I understand it?—A. I say, I.am surprised 
if there is any product on which there is a 4 cent margin. 

@. We have the sworn evidence of Mr. Hutchison, and he produced his 
code. 

By Mr, Sommerville: 

Q. Just look at that price list, and the code, Mr. McLean. Looking at the 
price list, opposite each of the items there is a letter—that letter I understand 
signifies the code. Now, you need not mention the letter, just signify by 
referring to it as the first letter, the second letter and so on?—A. Well now, 
I do not know at all what this thing is. Perhaps Mr. Hutchison could come 
and explain it to me. 


By Mr, Factor: 


Q. What is this other white book, is that your sales code?—A. This is what 
the salesmen carry. 


By Mr. Sommerville: 


_ Q. This is issued by your company ?—A. I judge it is. 
@. And the printed sales list?—A. This is our sales list, I think. 


By the Chairman: 


Q. Mr. McLean, do not say you think it is. Would you mind looking at 
it and just telling us, is it, or is it not?—A. Well, sir, you think that I know 
about this, and I do not. If you would ask me—this is Canada Packers 
Limited, Toronto, May 21. 

Q. Is that your company?—A. Yes. 

Q. Let us, for goodness sake— —A. Don’t be unfair to me, Mr. Stevens; 
because I am trying to give you this information, and to give you all the 
information I can. If you were to have shown me that and asked me if it was 
our price list, I would say I did not know. 

@. Now, Mr. McLean, please: the auditor that went into your company 
by the request of this committee produced to us a price list which is said to be 
yours; will you please look at that and tell us whether it is or not?—A. I am 
certain it is, if he has brought it in. 

Q. That is all we want to know?—A. You must be fair to me, Mr. Stevens; 
you are implying that I am not trying to be helpful to you. 

Q. No, I am not. I am just asking you straight questions?—A. If any- 
body had shown me that and asked me if that was our price list, without check- 
ing at the top of the page, I would not have known whether it was our price 
list now or the prices of five years ago. 
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By Mr. Sommerville: 


Q. Can you tell us what the code letters indicate?—A. I do not know a 
thing about it, but I will ask Mr. Hutchison. 

Q. Do you know the words that make up your code?—A. Yes —————. 
Would you mind having Mr. Hutchison explain it, so I will not be at a dis- 
advantage. I think that is correct—the letter here (indicated) is 4 cents a 
pound on a 35°5 cent product, which is a high-priced product. 

Q. But the latitude is— —A. 4 cents a pound. 


By Mr. Factor: 


Q. Have you a similar code in connection with beef?—A. I will have to ask 
Mr. Hutchison, I do not know. 

. Here is a case where the auditor, and the president do not know; it is 
getting more interesting as we go along. Perhaps it is so complicated that even 
the auditor cannot explain it?—A. I think you are overlooking the fact that I 
am trying to give you all I know about this. There is nothing on the price list 
to indicate that there is a code; but whether they have any locally or not, I do 
not know. You can easily get that. 

@. You have just said, for us to be fair to you; why do you not be fair to 
the committee? Do you mean to tell me that you do not know whether there is 
a leeway given to the salesmen in the sale of beef?—A. I know, as a matter of 
fact, that there is a variation with the sale of beef. You see, every carcass of 
beef has its own value. There are no two carcasses of beef that are the same, 
and if you are a butcher buying beef, or a packing house salesman selling beef, 
you know that there is a general average price for a general quality, and there 
are infinite variations. 

Q. I know that, but on the same grade of beef is the salesman given a 
latitude, and how is that latitude given?—A. It is given—the price—apparently 
there is no code letter on that price; but in practice there is a latitude constantly 
in beef. 

Q. For purposes of illustration, take an order on baby beef; what is the 
latitude given there per pound?—A. It would be very much less on baby beef 
than on other grades, because baby beef is a very definite quality and is scarcer 
in quantity. 

Q. What is the latitude, say, on— —A. Those facts that were reported 
about that sale, the one case in which we were able to check up, I do not think 
the facts were as reported. 


The CuarrMaAn: You do not think so? I must not let you get away with 
that. You did not check any of the cases we gave here. You checked one on 
the tenth. 

The Witness: I do not know whether we did or not. We had no opportunity, 
because you did not tell us. 

The CuarrMaANn: You have stated two or three times you had checked them, 
and it was not right. We are finding out you have not checked them. 


By Mr, Sommerville: 

Q. The reason for asking these questions is to find out whether or not there 
is the latitude. You say the price the farmer is paid depends upon what you get, 
less what you require?—A. Yes. 

Q. What you get then, is the factor that is dominant?—A. Yes. 

Q. That is the important factor?—A. Yes. 

Q. If there is a latitude of 2 or 3 cents a pound to the salesman who sells, 
one would think that there would be a greater latitude to the salesmen who buy, 
or the buyer who goes out to buy from the farmer—A. I am not sure I can make 
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that plain to you, Mr. Sommerville. You see on the product in any day or in 
any week, the margin between the cost and what we sell it at is a very narrow 
margin. The value of any quality of beef is very clearly defined, and while 
there might be or appear to be a wide latitude; in practice, there is nothing 
approaching that, and you would find that on any definitely defined quality of 
meat, any kind, I do not care what, if you averaged to-day’s, to-morrow’s and 
the next day’s, it would be almost identical. 

Q. You are talking of the total purchases?—A. Yes. 

Q. That is not what we were talking about. We were talking about the 
highs and the lows?—-A. There is the same operation anywhere we buy. We do 
not buy all our cattle at the same price. 

Q. Your total production, Canada Packers, probably is greater than all of 
the big packers put together?—A. No, I do not think so. 

Q. Your total sales last year were $54,000,0007—A. Yes. 

Q. Would that not be equal to Swifts, Burns, Wilsils and Gainers together? 
—A. No; I should think it would be less than Swifts and Burns, but I am not 
sure. 

Q. Less than Swifts and Burns together?—A. Yes. 

@. What proportion of the whole trade of Canada in packing products do 
you handle?—A. We estimate that our proportion of the organized packing trade 
would be, I think, about 25 per cent, probably—it is a guess. 

Q. Of the organized packing trade?—A. Of the organized packing trade, 
which handles about 50 or 60 per cent of the total livestock. 

Q. When you refer to the organized packing trade, it includes all the small 
packers, does it not?—A. All those smaller packers and Gainer’s and the Kit- 
chener houses and the Hamilton houses. 

Q. I am talking about your position with respect to such houses as Swift’s, 
Wilsil’s, Burns, and Gainer’s. They are, next to yourselves, the largest packers 
in Canada, are they not?—A. No. 

Q. Are they not?—A. No; there are several who, I think, would be larger 
than Gainer’s. 

Q. Perhaps so, but who are they? The next one to you is Swift’s?— 
A. Swift’s. 

Q. Do you know what their total volume was last year?—A. No, I do not. 

Q. Who is next to Swift’s?—-A. Burns; remember, I am guessing, now, but 
I am sure those two are right. After those, I should think the two Kitchener 
houses would come in. 

Q. The two Kitchener houses?—A. Schneider’s and Dumarts, and the 
Whyte’s of Toronto, and then probably Gainer’s, and the Union Packing com- 
pany and two or three of the western packing companies, Winnipeg. They are 
all guesses, now. 

Q. I am asking you what would there be to prevent you going out on the 
market, and saying, to-morrow, the price of choice steers will be 8 cents, whereas 
to-day the price is 7 cents, and thus giving the farmer an extra cent on his choice 
steer?—A. I wish we could do it, Mr. Sommerville. 

Q. The farmer would be willing—A. Yes, he would. The best way to 
answer that is to say, what is to prevent us, instead of paying 7, why not 
pay 14? 

Q. Well, it would be hoped that you would get up higher than 7, because we 
were down to 2 cents last year?—A. Yes. 

Q. And gradually we are getting up now. What is the price now, about 5 
cents, is it not?—A. Yes; in Toronto it is better than that. 

The CuHarrmMAN: For choice the price was $4.75 to $5.75? 

The WITNESS: Yes. 


The CHAIRMAN: Choice 
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The WITNESS: Yes. 
Mr. SoMMERVILLE: Yesterday? 
The WITNESS: Yes. 


Mr. KeNNeEDy (Peace River): Byers’ experimental station at Manyberries, 
Alberta, says is cost 6 cents to produce, 


The Witness: I think he is high. 


By Mr. Sommerville: 


Q. What is there to prevent you saying instead of $5.75, you will make it 
$6.75 to-morrow? Or going out in the market and taking the choice steers at 
that price?—A. Because if we did that, we would lose a cent a pound on the 
product. 

Q. You would lose a cent a pound on the product?—A. Yes. 

Q. That would be dependent on the price at which vou sold it?—A. Yes. 

Q. That is more than taken up in the margin you allow on the sales, in the 
latitude on the margin, is it not?—A. I do not understand what you mean. 

Q. That cent a pound is more than taken up on the latitude you give to the 
sales man who goes out with the product to sell?—A. I see what you mean. 
We sell that beef for all that we can get from our customers for it. I think you 
will believe that we get all we can. We have the reputation of trying to do 
that. 

Q. Yes?—A. And if we went out and paid a cent a pound more it would 
mean we would sell beef for the same price, and we would lose the extra cent 
we paid. We have got to buy beef on the market. 

Q. You will sell it having in mind what you paid for it. You will sell 
it for that much more, would you not? 


By the Chairman: 

Q. What fixes the price of beef on the market to-day?—A. I think you 
and I would have the same view on that. Perhaps you can explain better than 
I. I cannot tell you; but I know there are conditions that do fix it. I know if 
you go out to sell beef. 

Q. What I am curious to know is, on what principle do you determine 
the price of beef? Now, I have a list here which is dated April 9th—A. Yes? 

Q. I notice in the same list there is another date, April 6th, April 7th and 
so on. Are these issued every day?—A. I do not know, I would not have 
thought they would be. 

Q. Can you tell me how long it is good for?—A. If you asked our sales 
manager, the man in charge of our salesmen, he could give you all this 
information. 


By Mr. Sommerville: 


_ Q. The beef one is published every two days, I am told, and the pork price 
list every week?—A. I should think they issue new ones in an active market 
to register the changes in the prices; if there were no changes in the market 
they would carry along. 

Q. The price list issued for the different products would be issued to 
register the changes in the market?—A. Yes. 

Q. The market would regulate the sales price? I thought you told us a 
little while ago the sales prices regulated the market?—A. If I did say both 
of those things, they would be consistent with each other. 


Mr. Factor: What was the price yesterday for choice beef? 


The CHAIRMAN: Choice steer? I have them here for the whole year. 
Choice steer, $4.75 to $5.75 for May 31st. 
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Mr. Factor: What would that product sell as a processed product say, 
a certain portion of it? 

Mr. SOMMERVILLE: Choice steer? 

The Witness: $4.75. 


By Mr. Factor: 

Q. At what would it sell to the consumer?—A. Well, you tell me again 
I do not know much about my business, but I will try and guess at that. It 
would kill at about 52 per cent, say 50 per cent, to make it easier; that is 93, 
and the by-products would be worth about 14, so the beef would be about 8 cents 
a pound. 

Mr. Factor: What would be the price of choice steer, last year, Mr. 
Sommerville? 

The CHAIRMAN: I have not got it back that far; I have it back to Feb- 
ruary 10th. 

Mr. Kennepy (Peace River): Was there not a statement yesterday that 
beef was selling around 10 cents? 


The CHAIRMAN: Cutter. 


By Mr. Sommerville: 


Q. On the basis of $4.75 you say that a choice steer would sell at about 
8 cents a pound?—A. Yes; I mean it would dress about 50 per cent, which 
would make the price $9.50. Then you subtract about 14 for the offal. 

Q. There is something wrong there, because some of the cutter and boner 
stuff we discussed yesterday must have been bought for around 14 cents a. 
pound, and it was selling around 8 and 9 cents a pound.—A. I just heard 
about that this morning. 

@. It was taken from the records?—A. When you were taking some from 
our records, why didn’t you let us check them up so we would be prepared to 
answer the question? 

Q. You can check them up, Mr. McLean. This is just a memorandum 
showing the prices obtained for the cutters and boners?—A. Yes. 

Q@. And it is taken for the week of April 12th to April 19th?—A. If they 
got any cutters or boners at 10 cents a pound, it is wrong. 


By Mr. Kennedy (Peace River): 


@. On this point of maintaining the packers’ spread between the consumer 
and the farmer, is it not just as easy to maintain the spread if you pay the 
farmer a reasonable price as if you pay him 2 cents a pound for it?—A. If 
you got an outlet for it. The price we pay is determined entirely by the outlet 
that exists. Our duty to the farmer is to work to get the highest price possible 
all the time for the product. 

(). It is pretty hard to see that in the face of what the farmer has been 
getting —A. I think we discharge that duty pretty well. 


By Mr. Ilsley: 

Q. You do the other too, don’t you; you get what you buy from him as 
low as you can?—A. Yes, on every deal, of course; but remember, that does 
not imply any unfair attitude or any lack of sympathy on the part of the packer 
to the farmer. 

Q. I am inclined to agree with you. I do not see why all the witnesses 
heard at this inquiry have tried to run away from that idea that they sell as 
high as they can, and as low as they can. It is a sort of universal trait in 
human nature?—A. That enters into the sale in every deal. If the price is say, 
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8 cents a pound, the farmer who is selling hogs tries to get 84 or 84, and the 
buyer who is buying tries to get it for 7% or tries to buy at 7% or 73. "You see, 
that pull between the buyer and seller is anything that atects thes interests of 
either; the interests of both of them are involved in having a general price level 
high enough to make the industry profitable to the farmer. Now, we are just as 
much interested in that as the farmer is, and while it is true we try to buy 
cheaply, the margin by which we try each to influence the other’s prices, is a very 
narrow margin, and has no effect on the broad principle or the broad basis in 
which both our interests are identical. 


By Mr. Factor: 


Q. The price of beef has improved in the last six months?—A. Yes. 

Q. What about the price that the consumer pays for the meat, has it Sth 
up?—A. Yes, it has advanced. 

QO. It has?—A. Yes, it must have. 

Q. That is what I want to find out, whether or not it has; I did not notice it 
myself?—A. If you check up the records, you will find it has. 


By Mr. Kennedy (Peace River) : 


Q. When the price rises to the farmer, it rises to the consumer?—A. Yes, 
it must. 

Q. Has the consumer been able to buy, say, in the last few months, any 
more beef‘or less beef than he did two or three years before that, 1931 or 
1932 when the price was so low?—A. I judge I am answering your question. 
You see, last year when the price of beef was so low, the consumption took a 
tremendous swing away from hogs, which were advancing, and the price ‘of beef 
was low. That always happens. The cheaper meat is, the more of it is used, 
and that tends itself, to automatically correct the situation. 

Q. Is there a lessening consumption to-day of beef and pork at the advanced 
prices to what we had a year ago when prices were low?—A. In our own case, 
domestic consumption, domestic sales of provisions, pork products in the year, in 
our year which ended March, 1934, so we will say the year 1923, to make it 
tat was about 80 per cent less ‘than in the year 1932, when hogs were so 
ow 

Q. Pork?—A. Yes. 

Q. The prices of both are up to-day, has that decreased the consumption of 
total meat products?—A. I really cannot answer that question. 

Q. I think that is the question. This argument about pork alone or beef 
alone does not touch the problem. My point is this, that it would seem to 
indicate from some of the answers that fears are expressed or implied that if 
you raise the price to the farmer, the demand would drop off. If we accept 
that, we might as well go out of the farming business right now, finish with it? 
—A. I do not think anybody seridusly—there was a time 20 years ago when the 
whole attack on the packing industry was because prices were too high. Since 
1929 we have pretty well got away from that. 

Q. The other extreme was brought along?—A. Yes. 

Q. What would you think of a minimum price on good hogs and good cattle? 


Mr. SoMMERVILLE: One grade. 


Mr. Kennepy (Peace River): That would prevent your competitor from 
buying under it? 


The Witness: You are asking a question, what you are suggesting might be 
done, I think, by some authority, either governmental or by association in the 
industry. 
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By Mr. Kennedy (Peace River): 


Q. A minimum price on the best quality?—A. Fix our own prices. I 
have got to answer that in a phrase, I do not think it could be done. 
Q. You do not think it could be done?—A. No. 


By Mr. Sommerville: 

Q. You would still be on the same basis on which you are selling to-day, 
having taken into consideration your cost?—A. Well, you see—— 

Q. Would you not?—A. If we were an importing country such as Great 
Britain, it could be done; at least it could be started. Their plan is working 
out pretty well so far, but there are already difficulties in sight. 

Q. In this country which is a beef country, and we have already had a state- 
ment and 974 per cent of the beef raised is consumed here— —A. That is not 
correct. 

Q. That was your statement?—A. No. 

Mr. Kennepy (Peace River): 90 per cent anyway. 

The CHAIRMAN: Just about 98. 


The Witness: I will tell you what the statement was, you need not look it 
up. It was that last year 24 per cent was exported. 


The CHAIRMAN: Yes, 


The Wirness: That is a different thing. You are phrasing it in a way I did 
not mean. 


By Mr. Sommerville: 


Q. It was 95 per cent.—A. Well— 

Q. Because last year’s shipment was larger than other years—A. Canada’s 
normal surplus of cattle is about 250,000 to 300,000. That is the number we 
used to ship to United States, I think, over an average of five years before we 
were cut off there, our shipments to the States were 250,000 a year. That is 
what is the matter with our beef market; we have lost the American market. 


By Mr. Kennedy (Winnipeg): 

Q. Will you allow me a question?—A. Yes, sir. 

Q. With reference to Mr. D. M. Kennedy’s suggestion about the solution of 
a& minimum price fixed for a definite grade, suppose such action were taken, 
would not it be very readily evaded by off-gradings or buying at off grades, 
whether real or imaginary?—A., There would be a thousand ways of evading it. 
You see, half of the beef sold in Canada never sees the packing house, it is 
killed in the farmer’s yard, or in the villages. 

@. Apart from that, assume that it all goes through the packing house, it 
occurs to me— —A, Yes? 

Q. —I do not know anything about those evasions, but it occurs to me it 
would be the easiest thing in the world to evade such a law?—A. Yes, it would 
be. 

@. And not only from the point of view of the packing people who are 
buying, but from the point of view of the producer who wants to make a deal. 
He could readily evade it by saying, we will sell you such and such a erade?— 


A. Yes. 
By Mr. Kennedy (Peace River): 


Q. Would government grading of cattle prevent that?—A. Government 
grading could not prevent people doing the things they wish to do. Remember, 
if the things were sound in themselves it could be done. It is because I do not 
think it is sound in itself, my opinion is that it could not. 

Q. If you had a minimum price for a certain type of steer, I do not think 
the average farmer would be anxious to sell that steer at a lower price?—A. He. 
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might very well be, if there were more steers of the type in the country than 
could readily be consumed. 

Q. I never saw a farmer yet who tried to sell his produce at a lower price 
than the market price—A. That is not the point. Do you wish me to con- 
tinue? 

By Mr. Sommerville: 


Q. I want you to give an answer you think is right—A. Suppose there were 
a thousand steers of that type in the country or community, and only 900 could 
be consumed, every farmer would know that only 900 steers could be sold, and 
that he might have his steer left on his hands, and as he would say, that won’t 
be very good for me, he would say I had better shade the price a quarter of a 
cent. It would be in his interest to do that, if the situation were as I have 
described. The farmer would act in his own interest just as— 


By Mr. Kennedy (Peace River): 


Q. Even if he did shade it a quarter of a cent, that would be nothing to 
what he is shaded now. He is shaded now about 5 cents?—A. The price has 
been extremely low. 

Q. Terrible—A. It is not the packer that has made it low. Each packer 
is just as anxious to see a high price for steers as the farmer is. 


By Mr. Sommerville: 
@. You were just saying there was a surplus of beef in this country ?— 


A» Yes: 

Q. Are there any shipments of cattle in this country from any other 
country ?—A. No. 

Q. Are there any shipments of quarters of cuts of beef? Are you con- 
templating importing beef from Australia?—A. There are shipments into the 
ports of frozen beef for ships’ supplies. 

. That is to say, do you buy Australian beef?—A. Yes. 

. And bring it in?—A. Yes. 

. And it is the ports of— —A. Montreal, Saint John. 

. And Vancouver?—A. No; we do not operate there. 

. You bring it in from Australia?—A. Australia and New Zealand. 

. You bring in frozen beef?—A. Yes. 

. And then you sell that frozen beef to ships sailing out of those ports? 
—A. Held in bond at the port. 

Q. Is not that a supply that should be filled from Canada and help to 
relieve this surplus that we have in Canada?—A. Well, it depends on your view, 
whether it should be excluded or not. 


OOLDOHOLO 


By the Chairman: 


Q. As a friend of the farmer, do you think that is good practice?—A. I 
do not think it a fair question to ask me. 

Q. I think it is a very pertinent question, myself—A. I do not think it 
is; I do not think it is fair. 

Q. You have said, Mr. McLean,— —A. I said we do it. 

Q. —that you are just as much interested in the farmer’s welfare as he 
is?—A. Yes. 

Q. You said that several times?—A. Yes. 

Q. You know that there is a surplus of beef in this country; you know the 
farmer is getting a very very low price for his beef; I am asking you, if you 
think it is sound Canadian business to encourage the bringing in of frozen 
beef from other countries who happen for the moment to be able to sell it 
cheaper than we can, into this country, and deny the Canadian farmer the 
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chance to supply the market?—A. I do not think it is my duty to protect the 
Canadian farmer; if he needs the protection, it is yours. 


Q. Quite so. 


By Mr. Kennedy (Winnipeg) : 

Q. Just on that point, if you did not do it, what competition would you 
be up against in the matter of frozen beef for ships?—A. If we did not bring 
it in, somebody else would. 

Q. It is a question of competition in trade?—A. Yes, because everybody 
in the ship supplying business handles it, because it is recognized; it has always 
been done. 


By Mr. Factor: 
Q. I suppose we have to buy something from Australia?—A. Yes, we buy 
and sell them all we can. Mr. Stevens made a treaty with them; he might 
suggest we cut that off. 


By Mr. Isley: 

Q. Let me put it this way: If the government, because it wants to trade 
with Australia, won’t prevent this product coming in, do you think there is 
any duty devolving on you to stop it?—A. I would admit, it is an arguable 
point. I will just say that we have not considered it, and I have told you the 
facts about what we did, and you can form your own opinion as to whether we 
considered anybody or otherwise. 


By Mr. Kennedy (Winnipeg): 
Q. You say that if you did not do it, your competitors would?—A. Yes. 
Q. Let us go a step further. Suppose it was made impossible for you 
or your competitors to bring in that frozen beef?—aA. Yes. 
Q. For shipping from ports, would it improve the condition of the farmers 
in this country ?—A. Oh, the percentage of it is infinitesimal. 
Q. It is?-—-A. Yes, not important. 


By Mr. Ilsley: 

Q. It might annoy Australia and perhaps cause them to stop buying from 
us?—A. Yes, it might. There are two sides to any question, but we are moving 
more and more towards economic nationalism. It is not my function here to 
tell you gentlemen what is the right thing to do, except so long as it is perfectly 
legal and it sounds to us as a perfectly proper thing for us to do and we have 
done it. 

By the Chairman: 

Q. You were saying a moment ago that one of the difficulties was that 
the export of beef had been prevented into the United States by that heavy 
tariff two years ago?—A. Yes. 

Q. And that was one of our problems?—A. Yes. 

Q. Therefore, anything in the world that we can do to encourage the 
export of beef or beef products, should be encouraged?—A. Yes. 

Q. And ships’ stores is an export of beef products?—A. Yes. 

Mr. Itstry: Providing we do not sacrifice other national and imperial 
interests? A. You would put that in, would you not? 

The CHAIRMAN: I would put the Canadian interest first. 


By Mr. Kennedy (Peace River): 
- Q. What is the reason Canada did not ship more pork products to the 
British market in the last year, since we had that agreement?—-A. You asked 
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that this morning. I think Canada shipped every pound of pork product, I 
would say offhand, that she could spare last year. You see, our own domestic 
consumption was reduced about 30 per cent. 

Q. Suppose you raise the price of pork products domestically, would it not 
cause a swing to beef, and increase the market so far as beef is concerned, 
and other meat products?—A. Well, there is another thing to add to that, that 
the bacon, the pork products that we did ship out, were so heavy that we 
were getting down into the grade that the Englishmen did not want,—the 
English market does not readily take,—we have only got a narrow fringe of 
the best hogs in Canada. : 


Mr. Factor: A narrow fringe? 

The Wirness: Comparatively, 20 per cent. 

Mr. Facror: The farmer has been encouraged to produce better animals? 
The Witness: Yes. 


By Mr. Kennedy (Peace River): 


Q. Don’t you think it was a mistake to reduce the premium on hogs 
which was done some years ago? If we had retained the premium of $2 a hog 
instead of $1 as it has been since 1925 or 1926, we would not have a larger 
volume of select hogs in Canada?—A. I am glad you asked me that question, 
because I was very interested in the discussion this morning. I think one thing 
you have got to keep in mind in fixing differentials, either up or down, is that 
you must not get too far away from intrinsic values. If you do get too far 
away from intrinsic values for this market or the export market, then you create 
a situation in which there is a temptation immediately to violate the differentials. 
I think the practice of buying hogs on grade is sound, and J think it has resulted 
in a more rapid improvement in our hogs than we would otherwise have had. I 
think the differentials down have contributed just the same as the premium, but 
if you make them too wide, I think you do more harm than good. 

In regard to another phase of that, if I may speak on my own now—you 
have not asked me about that—in regard to a problem that was discussed this 
morning, it seems to me the answer to a good many of the phases of that 
subject. of differentials that were discussed this morning is this, that by and 
large all the hogs that are produced in Canada will command a certain price 
no matter under what system they are bought. That price will be determined 
by the outlet for the product. Whether you have differentials or buy flat, or 
whether you have wider differentials or narrower ones, all the farmers will get 
for all the hogs that will be produced will be practically the same, no matter 
under what system of buying. 


By Mr. Sommerville: 


Q. I think you explained that to us before. Let me point this out to you: 
Why is it that you will not let the farmer sell the lower grades, and you take 
the higher grades?—A. Mr. Law explained that this morning and explained 
it very clearly. He said this, and it is a fact: In actual practice the premium 
you pay for the select hogs is rather more than the superior intrinsic quality 
of those hogs justifies, and therefore it is only fair that, having paid the 
premium for the higher grade hogs, you get the advantage of the differential 
on the lower grades, which is again rather more than the intrinsic inferiority 
justifies. 

Q. Yes, but the premium on your select hogs is a dollar a hog?—A. Yes. 

Q. On the very first grade, butchers, the differential is a dollar a hog?— 
A. Yes. 

Q. And the next grade, lights, a dollar a hog?—A. Yes. 

Q. And the next grade, heavies, $2 a hog?—A. Yes. 
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Q. Don’t you see that your differentials below the cost more than offset any 
dollars that you pay on the smailer proportion above the scale of the bacon 
hogs?—A. That is right, because there is more difference in intrinsic value. 

@. Yes, but don’t you agree with Mr. Law this morning, who said that as 
soon as they go through the killing room the hogs lose their identity, and you 
make them up either as Wiltshires or as cuts, hams or bacons, from each of the 
grades for the old country market, and.some from each of the grades for the 
domestic market?—A. Mr. Law didn’t say that at all, and if he seemed to say 
that it was because he didn’t understand your question, because it could not be— 
Mr. Law could not say that. He is a very experienced and very competent 
packing house man. These hogs are not worth the same when you cut them up 
and get them into the packing house. 

(. I said they were made up for export purposes?—A. But they are not. 

(. Then Mr. Law was telling us what was wrong when he said they made 
them from some butchers— —A. No, but— 

Q. Now, wait a minute. Mr. Law’s sworn statement, when he was given 
an opportunity, was that they made up Wiltshire sides from butchers?—A. I am 
very doubtful if he said that. 

Q. Well, you do?—A. No, I don’t. 

Q. Canada Packers do not make Wiltshire sides from butcher hogs?—A. I 
don’t think there is a single butcher hog goes into a Wiltshire side; and if it has, 
it has been because it is wrongly graded. Wiltshire sides are shipped entirely 
from exports and bacons. 

Q. From exports and bacons?—A. Yes. 

Q. Selects and bacons?—A. Selects and bacons. 

Q. Wiltshires sides are?—A. Yes. 

Q. All right, that is the experience in your plant?—A. I should think it is 
everywhere. 

Q. Don’t you make hams, bacons and shoulders from your butchers, lights 
and heavies?—A. Oh, yes. 

@. And they go to the English market?—A. Well, I should think there would 
be hams that would go out of the butchers. 

Q. And out of the heavies, some of them?—A. No—well, there might be 
heavy hams. There is another trade in heavy hams at a lower price. 

(). And some of the lighter cuts from the light hogs?—A. Well, I should 
think there would be very few light cuts. 

(). Then there is another phase of the differential. Is it not a fact that 
there are a number of butchers who would buy these lower grade hogs for the 
domestic market if they could buy them without having to buy the entire series 
of grades, selects and premiums?—A. I suppose there are. 

Q. If they were bidding on those grades at their own value, there would be 
more competition when you buy those grades?—A. They actually do get them. 
If there are butchers for that class of trade, they do get them. I don’t know just 
how they get them, but they get them. 

Q. That is notwithstanding the demand that you get all grades throughout? 
—A. That is a perfectly fair demand. 

Q. I am not questioning your demand. But notwithstanding your demand, 
you say they do get them. As a matter of fact, they get some products from 
the packers, don’t they?—A. Oh, yes, no doubt of that. 

Q. One of the reasons for it being that they cannot get enough of these 
grades to kill themselves, and they buy the product then from the packer who 
has killed?—A. These are men with smal! businesses, and I should think that 
probably it is more profitable for them to buy the product. 

Q. They apparently did engage in competition for those lower grades up 
until the last few years, and it has become increasingly difficult, according to the 
evidence here, for them to get those lower grades because of the insistence that 
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the packers get all the grades?—A. Well, I doubt if that is the case, but I don’t 
know the individuals you are speaking of. 

Q. Well, the evidence was given us here by the commission men who sell, 
and who are familiar with the conditions?—A. I see. 

@. There is another phase of it. We were dealing with the question of 
cutters and boners yesterday. We had a list supplied us of cutters and boners 
shipped to all parts of the country, Ontario, Nova Scotia, New Brunswick, as 
well as Quebec, at apparently as high as 93, 10, 64, 84, 84, 94, 8, 10, 6, 74, 64, 7, 
6, 5, 64, 84 and 7 cents?—A. Yes. 

Q. Now, if these cutters, which Mr. Law described as being the lowest grade 
—15 per cent of the lowest grade—go into the fresh meat trade, do they not 
interfere with the sale of good beef?—-A. Oh, yes, they would displace it. 

Q. They would displace good beef?—A. Yes. 

@. At the prices that are quoted, does that not seem to be a very large 
price for cutters?—A. It is possible it might be a cutter—there are also cutter 
steers and cutter heifers, and this might be the hind quarter of a loin of a 
cutter steer or a cutter heifer. 

Q. Well, they are cutters?—A. Well, in the ordinary nomenclature of.the 
trade, a cutter is a cow that is finished and just a grade above a canner. A 
canner is a cow that is practically just skin and bones, you see. A cutter is 
a rather higher grade. 

@. When you say a canner, is that the same as a boner?—A. Yes. 

Q. Sometimes called a boner?—A. Yes, boner or canner. 

Q. I see a number of boners that have gone in the same way, 4 cents, 34, 
5, 4, 4, 6, 84, 34, 5, 44, 64, 64, 7, 64, 44 cents. Now, boners being the lowest 
grade going in, would still further displace good beef in the fresh meat trade? 
—A. Yes. 

Q. Is there any suggestion you have to make to this committee as to how 
the lower grades could be removed from the fresh meat trade and thus give a 
better opportunity to the farmer who has a better grade of stock for sale?—A. 
Well, that point was raised. I was speaking with Mr. Stevens the other day, 
and that was the first time I had heard that suggestion. J don’t think that 
an offhand opinion, under conditions like these, is the best way to get the value 
of whatever opinion I have got on it. It would be quite a shock to those who 
wish to sell boners and cutters to say that we no longer wish to buy them; 
and it would also be a bit of a shock to those who wish to buy that stuff. For 
instance, in the city of Montreal there are a good many butcher shops that use 
pretty inferior beef. However, it might well be worth considering whether or 
not that inferior beef should be removed out of the domestic trade at a time 
when we have a surplus. But as to the technique of working that out, as I 
told you, I had never thought of it until Mr. Stevens mentioned it to me the 
other day. 


By the Chaarman: 
~Q. May I ask you this: What goes into oil and shortening and stuff like 
that?—A. Well, shortening is made in Canada, in actual practice, almost 
entirely from vegetable oils, cottonseed oil and peanut oil. 

Q. What about oil? Is that taken from your fats?—A. No, the oil is that 
cottonseed oil and peanut oil. We sell some oil as well as selling shortening 
that is produced from the oil. ; ee 

Q. What class of stuff do you put into your rendering plants and fertilizer 
and so on?—A. All the animal fats that come off the killing floor are selected 
and all rendered. The higher grades of the beef fat are made into edible tallow, 
and the lower grades into inedible tallow and grease. 

Q. For soap, and so on?—A. Yes. The higher grades of the hog fat are 
made into lard, and the lower grades again into grease. The two lowest grades, 
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the lowest grade of beef fat and the lowest grade of hog fat are mixed into what 
is called packing house grease, 


By Mr. Sommerville: 

Q. There is one other subject that has been raised during this last two 
days, and that is the question of the wage scale at each of the packing plants. 
Observations by Mr. Heaps were directed to the question of the wage scale in 
the Hull plant. Some 25-6 per cent of your employees there were paid 19 cents 
or less, and 17.60 per cent were paid 15 cents per hour?—A. Yes. 

Q. In view of the fact that last year was the most profitable year in the 
history of Canada Packers since it was organized seven years ago, the question 
is asked: How do you justify a wage scale as low as that scale, Mr. McLean? 
—Well, to be quite frank with you, I don’t feel so very proud of those wages. 


By Mr. Isley: 
@. They comply with the law, do they? I didn’t think they did?—A. Yes, 
they comply with the law. 
Q. I am speaking about the female labour in Hull?—A. Yes. I am told 
by our Hull manager that they are in line with the wages paid in Hull. But 
in spite of all that, I must admit to you that I don’t feel very proud of them. 


By Mr. Sommerville: 

Q. Of course, even if they are in line, they are in line with a condition 
that is a desperate one at the present time, in unemployment in this country? 
—A. There is just one thing I would like to say on the other side, and that 
is that although our wages at Hull are lower, and quite considerably lower 
than in Toronto, the efficiency of our labour in Hull which we measure, I think, 
pretty accurately, is such that it costs us more to have the same operations 
done in our Hull plant than it does in our Toronto plant. If it had not been 
for that situation, those wages would have been raised long ago. I knew 
those wages were low. 


By Mr. Factor: 

Q. Mr. McLean, 80 per cent of your employees in Hull get an average of 281 
cents per hour?—A. Yes. 

Q. Do you consider that is too low?—A. Well, I consider it is a very low 
wage. vale | 
Q. What is there to prevent you from increasing those wages? I mean, 
you are a leading man in the city. What is there to prevent that?—A. I 
have been in correspondence with the manager of our Hull plant for some 
months, long before this came up, long before this committee began, and the 
wages question came prominently to my attention. I stated that I could not 
understand why our plant operations cost more in Hull than they did in ‘Toronto, 
although our wages are so much lower, and asked him to try and elevate his 
plant efficiency to a point that would enable him to raise his whole wages. 
We have not succeeded yet in doing that. 


By Mr. Sommerville: 


Q. But if he is being criticized for the cost of his product in Hull, he is 
not lkely to raise wages?—A. Oh, yes, you see, if we can raise the efficiency 
of his work. He would like to raise their wages, too, and we are anxious for 
him to do so. 


By the Chairman: 


@. Do you apply the Bedaux system there?—A. No, we have no such 
system anywhere. 
Q. You don’t use it at all?—A. No. 
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By Mr. Factor: 

Q. Go back for a moment, if you will, to the Toronto plant. You have 
got 1,191 employees there, and their average hourly wage is 39} cents. What 
is their weekly time? What time do they work? 

Mr. SomMervitLe: 48 hours, Mr. McLean says, in the Toronto plant. 

The Witness: Yes. 

Mr. Facror: That is a weekly wage of what? 

Mr. SOMMERVILLE: $17.50. 


By Mr. Factor: 

Q. That is not very adequate pay for the kind of work they have to do, 
is it, for married men?—A. Well, these conditions are determined, Mr. Factor, 
by the average rates that prevail in the community and by the rates paid by 
our competitors; and I think they compare quite favourably with the average 
of the rates paid in Toronto. 


By Mr. Sommerville: 

Q. Here is your competitor, Hunnisett, who pays 47 cents, and your com- 
petitor Swift pays 43 cents. Those are your only competitors at Toronto?— 
A. Yes. 

Q. That is 10 to 20 per cent more?—A. Yes. Our rates are the same as 
Swifts, except that they have bonuses under the Bedaux system. In the case 
of Hunnisett, the average rates are not comparable at all because Hunnisett 
has only a fresh meat plant and he engages a higher class. 


By Mr. Factor: . 

Q. They only have 38 employees?—A. Yes. 

Q. But you are one of the leading citizens in Toronto. How can a married 
man with a family exist on a $18 a week wage?—A. A great many of them do. 

Q. Considering the kind of work that they do in the packing plant—l 
was through one of them at one time—what do you say?—A. It is not 
unpleasant work, and the conditions are very good. I don’t know when you 
were through, but I think if you went through our plant in Toronto you would 
think that the men worked under very good conditions. 


By Mr. Kennedy (Winnipeg): 

Q. Mr. McLean, may I have your attention just for a minute?—A. Yes. 

Q. I think the point of view was put forward, either by you or one of 
the others in connection with this inquiry into the packing business, that there 
is a certain amount of suspicion between the farmers and the packing interests? 
—A. Yes. 

Q. And that they had not been able to get together?—-A. Yes. 

Q. And that it would be desirable, in the interests of both, if that feeling 
could be eliminated?—A. Yes. 

Q. That is a sound principle?—A. Yes. 

Q. Just transpose that to the relationship between your employees, for 
instance in the Hull plant, and your company. You have intimated that if they 
could be brought up in their scale of efficiency, then they might be paid a higher 
wage?—A. Yes. 

Q. What would you think of this idea—and I am not trying to tell you 
how to run your business, but it is a theory—what would you think of the idea 
of say where they’are poorly paid, or paid such low wages, if they were brought 
together and as a company you said to them, “We don't think you can live on 
these wages. We are going to raise all your wages, but we will expect you to do 
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better for us.” Don’t you think that would have an appeal to the people? 
Don’t you think you would get more out of them?—A. I think so. I think 
that is exactly what we should have done at Hull. 

(. If you put it the other way, and instead of saying, “It is true you are 
getting low wages, but, unless you can give us more efficiency, you are not 
going to get any better pay”, you appealed to the other side of them and said, 
“Here, we are going to raise your wages and we will expect you to be more 
efficient”, it would be better. Do you agree with that?—-A. Yes, I do. To tell 
the truth, I am a little ashamed of this Hull situation. 


Mr. Kennepy (Winnipeg): I think that is a very frank statement to make. 


By Mr. Sommerville: 


(). With reference to the Toronto situation, with a wage of $18 or $17.50 a 
week as has been referred to by Mr. Factor as the average wage for such a large 
number of employees, 1,050, you say that is in keeping with the wage in the 
locality, and one has to keep in mind the wages paid by competitors?—A. Yes. 

(). You are better off in that respect by considerable than your competitors, 
Mr. McLean; but you have made ample provision out of your profits this year, 
as you have for each of the last seven years, for very large depreciation allow- 
ance in connection with your plants, $750,000 a year. According to the auditors, 
that depreciation allowance, if continued for six and a half years or six and three 
quarter years on the same basis, will entirely wipe out all the depreciable assets 
of the Canada Packers. That is an extremely generous depreciation allowance 
that will do that in six and three-quarter years, is it not?—A. Yes. 

@. Is there not something that could be done by way of revising your 
depreciation allowance, and doing something for the human element in the 
plant by way of increasing the wages of the men who are in your employ ?— 
A. I am glad you are giving me an opportunity to refer to that. Canada 
Packers, when it was formed, took over, as you mention, twelve packing plants. 
As a matter of fact, there were really only ten packing plants. Part of the 
plan in taking them over was to close several of them and to link up others. 
We took them over at a valuation. You will see there is a discrepancy between 
what we paid for them and what we carry them on our books at, $5,000,000. 

Q. Nearly $6,000,000?—A. Appraisal surplus. 

(). Appraisal surplus of nearly $6,000,000?—A. I maintain that is a per- 
fectly valid asset. We bought this business. The transaction that occurred 
actually was this, that Harris Abattoir Company bought the three other busi- 
nesses. The three other businesses had not been making profits for a number 
of years, and for that reason we bought them cheaply; and it is quite a proper 
thing to set up assets on that basis. Having succeeded in making profits, using 
those plants so as to make a profit, we have increased their value. That is a 
principle that applies in every business. If you buy C.P.R. stock to-day, you 
can get it at $16.50 a share because it is not paying dividends, but if it starts to 
pay dividends next year it will worth $30 or $40 or $50 a share, and it will be 
a perfectly proper profit. So that I don’t think it would be a fair thing to 
eliminate that time of appraisal surplus, which is exactly what you have said, 
the difference between the value and cost. In regard to depreciation, we are 
woing to change our depreciation. The only sound business practice when 
Canada Packers was formed was to depreciate on the scale that we did, because 
we knew that we had to close up several of the plants; and the largest and most 
expensive plant of all is absolutely dark, namely William Davies plant in 
Toronto. No other practice would have been sound, as I am sure you will admit 
yourselves, and we had to follow the depreciation practice that we did. But 
we have got to the point now where we propose to lessen our depreciation. We 
have not done that at the present time, or up to the present time. I am not sure 
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we will do it this year, but if we do not do it this year, we certainly will do it 
next year. 

Q. I don’t see how such a depreciation practice could possibly be permitted 
to continue, that would wipe out the entire plant in six and three-quarter years? 
—ALANo, 

Q. Because you have spent in that time in repair charges on the plant 
some $2,500,000?—-A. That also was necessary. Those plants were very much 
run down. 


By Mr. Factor: 


Q. Mr. McLean, going back to the wage question, in the year ending 
March 29, 1934, did you operate full time?—-A. Pretty well. 

Q. Pretty well full time?—A. Yes. In some departments we did not, but 
in most of them I think our employees had pretty well full time. 

Mr. Facror: I just wanted to get at the actual earnings of these hourly 
employees. 


Mr. SomMMERVILLE: In what plants? 
Mr. Factor: In the Toronto plant. 


By Mr. Factor: 


Q. The hourly rate does not necessarily mean that they actually earn that? 
—A. I think you can check that by the figure Mr. Sommerville already has. I 
think you told me our average wages were $17.25 a week. 


By Mr. Sommerville: 


Q. I think they reckoned it roughly at $17.50, that is the average rate?— 
A. No, but you had the average. You remember when I was here last you 
gave me that figure. It was $17. 

Q. For a few weeks?—A. No, that is for the year, which would mean that 
they worked practically full time. 


By Mr. Factor: 

Q. In the operating year ending March 29, 1934, you made a net operating 
profit of $1,747,000——A. Yes. 

Q. I wanted to get at the actual earnings paid to the Toronto employees 
during that year?—A. Yes. 

Q. The hourly rate will not represent the actual earnings of those 
employees?—A. Well, I think it works out at about the actual full time. 

Q. You mean they were employed full time? 

_ Mr. SomMervinie: Yes, in a limited number of cases. 


The Witness: I think you have that figure. Your auditors had supplied 
you with that the last time I was here. 


Mr. SoMMERVILLE: I don’t think so; just for one department. 


_ The Wrrness: I will be glad to get that for you, but I think can tell 
you that that is a fact. 


By Mr. Factor: 


Q. About $17; I mean, that is the actual rate?—A. For the actual time 
worked. You will see that in certain seasons of the year—in the fall, for 
instance—we have a good deal of overtime. 


2546 SPECIAL COMMITTEE 


By Mr. Sommerville: 


Q. I have got it here. The average wage per week to these 1,239 employees 
is $17.20, including the wages paid to foremen?—A. Yes. 

Q@. But we are getting away from this question of depreciation. You are 
saying that you are depreciating upon the values that were being carried in 
the books of the companies that you acquired, and you thought that was good 
practice. The point is it is not what the assets were worth but what you paid 
for them that should be the basis of depreciation that is charged against your 
annual earnings?—A. I don’t agree with that. 

Q. You don’t agree with that?—A. No. 

Q. All right then, we will just agree to differ?—A. Yes. 

Q. Then in addition to that, you had been and are carrying—and it doubt- 
less adds to your overhead—substantial buildings that are not really required 
at the present time in connection with the operation of Canada Packers?— 
A. Yes. 

Q. And these buildings and equipment amount to the sum of, I think it 
was said, some $3,000,000 or $4,000,000 at least?—A. Yes. 

Q. So that for the efficient management of the operations of your com- 
pany you could really do without $4,000,000 or $5,000,000 of assets?—A. Yes. 

Q. Which at present add to the overhead?—A. Yes. 

@. And are charged against profits of your company?—A. Yes. 

(). This year, in addition to the profits of about $1,800,000?—A. No, 
$1,400,000. 

Q. Well, let us take the $1,400,000 then. You have deducted an amount of 
some $450,000 for an allowance towards income tax?—A. Yes. 

Q. That is not in respect of this year, but in respect of some past years?— 
A. That came up when I was here the other day, so I looked up the facts. I have 
them here. 

Q. I mean, it is being charged against this year’s operations?—A. Yes. 

Q. Whereas it was an item in respect of some adjustments on past years’ 
income tax?—A. Yes, it can’t be done in any other way. 

Q. I am not complaining about that. I am just intimating that that is an 
amount that is three times what was charged for income tax in previous years? 
—A. No, you were a little wrong both ways on the figures. The way this situa- 
tion has arisen is this: That income tax is always two or three years behind 
your operations. The Income Tax Department is always two or three years 
behind. 

@. I would think they would be longer than that?—A. We made in previous 
years what we considered the proper set-up or proper reserves for our income 
tax, but owing to changes in the law and owing to interpretations of the Income 
Tax Department these allowances that we had set up in previous years were not 
sufficient. 

Q. Probably owing to depreciation allowances that were not allowed?—A. 
That has arisen just recently. In the year ending March, 1929, we set up $112,000 
and the tax we actually paid was $181,000; and for the year ending March, 1930, 
we set up $132,000 and the actual tax was $196,000; and for the following year 
we set up $71,600 and the actual tax is $151,000. The completion of these assess- 
ments has been within the last fiscal year and we had to make up the dis- 
crepancy. That accounts for the very high appropriation in this year. 

Q. You paid those amounts, did you not, in each of those years?—A. Oh, no. 

@. They have been paid, have they not?—A. We paid, when we sent in our 
income tax return at the end of each year—we send the cheque for the sum that 
we estimated was due. They are these sums I have given you. 

Q. And these have been calculated as additional amounts?—A. Yes. 


PRICE SPREADS AND MASS BUYING 2547 


Q. So that you had $1,400,000 odd and $400,000 odd income tax and $753,000 
for depreciation. Then there was—I do not know the amount of your bonus dis- 
tribution this year that did not take place the previous year—what amount did 
you distribute in bonuses?—A. I do not know. I forgot to look that up. I 
remember I mentioned $122,000. 

Q. For Toronto and Winnipeg?—A. I was surprised it was that high. I 
think that is too high, and I think that the total amount was about $140,000. It 
was completed while I was away. 

Q. $140,000 of bonus distribution among executives and heads of depart- 
ments?—A. Our whole staff. 

Q. And a number of your staff?—A. Yes. 


By Mr. Kennedy (Peace River): 


Q. I would like to ask you about the future of the British market. We have 
a big quota and you have not been able to take advantage of it to more than 
one-tenth?—A. Forty per cent. The quota amounts to roughly two and a half 
million hogs a year and this year we will export at least one million hogs which 
will be 40 per cent, and I expect this year will be more than that. However, there 
is a great deal of leaway yet. But I am glad of the opportunity of getting what- 
ever publicity is possible here for this English situation because I believe it is 
very important in our hog industry. I have just come back from England. You 
see the great thing we require to improve our British hog industry and our Cana- 
dian hog industry, which is exactly the same thing, is a better hog. We are selling 
our product for 5 shillings and 6 shillings less than the Denmark product. That 
is a very important issue. I told you when I was here last that it amounts to 
$12,000,000—6,000,000 hogs at $2 a hog is $12,000,000 a year. That is going to 
become very much more important when this Ottawa treaty expires in two years, 
because there will be undoubtedly then a revision of the treaty and if our hogs 
are not as good as the Danish hogs I am afraid our hog industry may be thrown 
into a very serious situation, and I do think that the knowledge of the fact—the 
comprehension of that should be broadcast to the Canadian farmer to show the 
urgency of this problem of improving the hogs. | 

Q. The last day you were here I remember mentioning to you that a 
great many of the farmers felt you were drawing down a tremendously large 
salary for these hard times. I wonder if it would not be a good thing if you 
told them what it was?—A. Well, nobody else has been asked that question. 

Q. Yes, we were getting the salaries from the executives?—A. Why am I 
honoured especially? 

Q. You were one of the chief propagandists for the packers among the 
farmers, and a great many of them think that Canada Packers is leading the 
drive for prices and controlling the situation and getting a big rake-off?’— 
A. I haven’t any objection to telling you my salary. I would like to correct one 
statement that I made to Mr. Kennedy. I told him— 

The CuarmrMAN: You are at liberty not to do it unless you like. 

The Witness: Thank you very much. Mr. Kennedy said it was a common 
report that my salary was $50,000, and I said my salary was a good deal less 
than half of that, and that was reported. Now, that was the case when I was 
here before, but as the result of a better year that we had, and as a part of 


the general bonus distribution, my salary was increased for last year’s oper- 
ations to $25,000; it had previously been $20,000. 


By Mr. Sommerville: 


Q. That is salary plus bonus?—A. Yes. 


Mr. Factor: After listening to the salaries in connection with the tobacco 
business you cannot shock us. 
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The Wirness: I do not make any apology for my salary. I think I 
earn it. 

By Mr. Kennedy (Peace River): 

(). There was another statement you made the first time you were here 
and it was that the packing industry was generally in a rather bad way. Would 
you still say that in view of the records?—A. I decidedly would. 

Q. You would?—A. Yes, wouldn’t you? 

The CuHatrMAN: I do wish that a good many other industries were able 
to show as good a return. 

Mr. Kennepy (Peace River): I wish I could pay myself a salary and 
allow for depreciation. If I could pay myself a salary I would not worry if I 
got depreciation or anything else. 

The CHatrMAN: Now, gentlemen, we must try to get along. 


By Mr. Ilsley: 


Q. Just a question. There are two of these auditor’s statements—two 
portions of the auditor’s statements that Mr. McLean has challenged?—A. Yes. 

(). He indicated that he desires to challenge them?—A. Yes. 

Q. Now, I would suggest that he send in what he has to say about these 
prices for boners and cutters and canners. And also about those margins 
between the code and the list price, 

The CHAIRMAN: Will you do that? 

The WitNEss: Yes. 


The CHAIRMAN: Now, we have one witness, and I think we will call him 
for a short time. With regard to the witness whom we are about to call, I 
think it ought to be understood that we are not here sitting in judgment on 
the dispute between the claims of different classes of shareholders of the com- 
pany concerned. All we want to know in connection with it, as I understand it, 
is the reason for the expansion to this new sphere which has been achieved in 
the capital structure of Burns. We are not investigating disputes between 
classes of shareholders of Burns. 

Mr. Factor: Oh no. 


Mr. Kennepy (Peace River): We want to get the facts, Mr. Chairman, 
regardless of what they may be. 

The CHarrMAN: However, having that in mind I suggest that we keep that 
thought before us. 


Mr. Factor: Can we do that in 20 minutes, or do you want to sit until we 
finish. 


The Cuairman: As for myself, I cannot sit later than six, or a few minutes 
after. 

Mr. Factor: I do not think there is any hope of our getting through. 

The CuairMan: We will go on for twenty minutes. 


ArtHur F. Wurrs, called and sworn. 


By Mr. Sommerville: 


Q. You are from the Dominion Securities Corporation?—A. Yes. 

Q. And you have knowledge of the business of P. Burns Limited?— 
A,-Yes,osir. 

@. And the Dominion Securities Corporation have charge of the reor- 
ganization of that company in the year 1928?—A. Yes, sir. 

—Q. At that time what was the position of the old company, as far as its 
stock structure was concerned; and what reorganization took place?—A. Would 
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you permit me, sir, to supply to each member of the committee a very concise 
statement of the whole transaction, which I think we could go over very 
quickly. 

Q. Yes?—A. Sir, may I say at the outset that we have been intimately 
associated with the Burns Company and its financing since 1909. Since that time 
we have on several occasions furnished the company with additional working 
capital, required for its expansion, by the issue of bonds and shares. We have 
watched this company grow from gross earnings of very small figures, to as 
high as $1,400,000. Now, some time in 1927 Mr. Burns indicated a disposition 
on his part to retire, due to his advancing years, and sell out. Naturally he 
spoke to us about that. Our conversations lasted over a year. 

Q. Relating to the terms on which he would sell out?—A. There was no 
disposition on his part, or on ours, to rush it. However, as these conversations 
developed into what you might call negotiations, this is the transaction as it 
finally developed. There had, so far as we know, never been an appraisal 
made of the assets; so we stipulated that an appraisal must be made, and you 
will see illustrated here on the left hand under assets, the first item, the result 
of the Canadian Appraisal Company’s estimate of the replacement value new 
of the whole fixed assets, 


By Mr. Factor: 


Q. What do you mean by, “the replacement value new”’?—A. That is 
exactly as stated in there. 


By Mr. Sommerville: 

Q. That is, without any deductions for depreciation in the years in which 
they have been in use?—A. That was the move that we made in our effort to 
establish the value of these assets. 

Q. But, Mr. White, at this point might I ask: is that the usual basis of 
valuation, appraisal value new, on buildings that have been in use for so many 
years, and against which there had been written off so much depreciation?— 
A. With your permission, if you let me go on, you see what we have dealt with 
as we proceed. I will be prepared to enlarge on it later, if I have not satisfied 
you in the meantime. 

Q. The net result of the appraisal showed an increase over the amount at 
which the assets were previously carried on the books of the old company of 
$4,860,608?—A. Right. 

Q. In other words, those assets were written up by that amount, I suppose, 
as a result of that appraisal?—A. I will come to that in a moment, gentlemen, 
if you don’t mind. The fixed assets, consisting of real estate, plant, machinery 
and equipment at replacement value new appraised by the Canadian Appraisal 
Company, less purchase money mortgages amounted to $10,845,464. The net 
liquid assets were $4,366,339. Investments in shares and securities of, and 
advances to other companies, and other assets, amounted to $586,268. 

Now then, on an investigation of the whole situation, we found that there 
were a lot of assets there—certain other assets, consisting of ranch lands, 
buildings, cattle, town and city property, etc. which was subsequently pur- 
chased by Senator Burns (subject to certain liabilities amounting to approxim- 
ately $632,000 which were assumed by him), and who paid therefor in cash the 
net amount of $4,038,837. That was for that particular group of assets. 

Q. He paid in?—A. To the company. 

Q. To the new company? 


By Mr. Kennedy (Winnipeg): 


Q. In other words, he purchased them back from the company ?—A, Right. 
So, now you have that on the one side. 
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By Mr. Sommerville: 
Q. Or was it that these assets were taken out and that property sold at so 
much?—A. It would be the same thing. 
Q. Was the operation a cash operation, or was it effected in this other way? 
—A. I wonder if you would let me complete this, 


By Mr. Factor: 

Q. That is a very important question, did Burns pay to the new company 
that amount of cash?—A. Exactly as I have said. | 

Q. Paid in actual cash?—A. Yes. This statement is put together by us, 
but I am submitting it subject to the approval of the auditor; Mr. Shepherd. 
Now, you have that body of assets which we dealt with in our efforts to arrive 
at a valuation of this business. 

Q. I cannot get this $4,000,000 figure. Was it in the prospectus? Was 
that four million dollar figure which you say Burns paid in cash for these assets 
shown in the prospectus which you filed with the Secretary of State?—A. I 
think the whole transaction was described completely in the statement in the 
prospectus. 

Q. I have a copy of the prospectus here, but I cannot see anything of any 
item in here in which Mr. Burns paid cash into the company of $4,038,000. I 
wish you would point it out to me, have you a copy of the prospectus?—A. Well, 
sir, might I continue on this particular 

ZING! 

The Cuarrman: Well, Mr. White, we want to let you continue; but, frankly, 
we have our own way of running things; and if there is any pertinent question 
asked I would rather you tried to answer it. It would be better to get it as we 
go along. 

The Witness: Well, as part of this whole transaction which I am reviewing 
with you in detail, Mr. Burns paid into this company, exactly as I have said, 
$4,038 837. 


By Mr. Factor: 
Q. Will you show me in the prospectus where that transaction is set out? 
—A. I do not think there is any reference to that in the prospectus, sir. 


By the Chairman: 

Q. Perhaps I do not understand this statement myself; will you make this 
clear to me, Mr. White: you have here an item described as “certain other assets, 
consisting of ranch lands, buildings, cattle, town and city property, ete. which 
were subsequently purchased by Senator Burns, and who paid therefor in cash 
the net amount of $4,038,837. Do I understand that you include that property 
in the assets of the company at the time of reorganization?—-A. Not in the new 
company, sir. 


By Mr. Sommerville: 
Q. You are referring to the old company?—A. Yes. 


By the Chairman: 


Q. It was part of the assets of the old company?—A. Right, sir. 
Q. It is included in that $10,000,000 above there?—A. No, sir. 


By Mr. Factor: 
Q. Well then, why do you draw this into the picture? It was retained by 
Mr. Burns. It was part of the assets of the old company, and was not included 
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in the assets of the new company?—A. Well, my endeavour to date, sir, has been 
to explain to you the transaction, and all the angles of it, and this is one of them. 
I am not endeavouring to confuse the situation in the slightest. 

Q. No, I am not saying you are?—A. At this moment I am endeavouring 
to go over with you the steps that we took to try to appraise in our own way the 
value of Mr. Burns’ holdings, which he was desirous of selling. 


By the Chairman: 
Q. Did you have an appraisal made of these items I have just read?—A, 
I doubt it, sir. But they were taken over so far as we know, at book values. 


By Mr. Sommerville: 

Q. Perhaps this may clear it up, in order to make the transaction ready for 
turning over to the new company A. Yes? 

Q. —$4,038,837 was retained by Mr. Burns through some transaction 
between him and the old company?—A. Right. 

Q. That would leave then, the assets to go into the new company, exclusive 
of those which were so retained?—A. Right. 

Mr. Kennepy (Winnipeg): And the money in their place? 

The Witness: Exactly. 

Mr. Factor: No. 


The Witness: Money in its place. 


By Mr. Kennedy (Winnipeg) : 

Q. How did Mr. Burns pay the $4,000,000, in cash?—A. Sir, in a transaction 
of this kind, you bring both the old and new company together, and at a certain 
stage all of those transactions take place, which I am endeavouring now to place 
before you. You will find later on where I tell you how much money Mr. Burns 
received, he turns around and passes back to the old company $4,000,000 of the 
money, and takes back those assets. Is that clear? Now, we had before us that 
analysis of those assets as outlined there on the left hand side. Now, the old 
company had at that time, first mortgage bonds of $3,078,500 outstanding, pre- 
ferred stock, $3,906,200 outstanding. Now, the difference between the two sets 
the assets and liabilities, applicable to $5,000,000 of common stock, which Mr. 
Burns held, of those his interest was $12,852,208. That was where we started. 
That was what you might call the book value of his holding. 

Q. Of his holdings?—A. Yes, based on the appraisal. 

Q. The new appraisal?—A. Yes. 

Q. Would you just comment a little more fully on that last item, the $12,- 
000,000 odd?—A. Well, that is the difference between the analysis of the 
assets and then liabilities in the hands of the public; so that the balance of the 
assets accrued to the benefit of the common shares, all of which were held by 
Mr. Burns, practically all. 


. By Mr. Sommerville: 


Q. Against all those assets there were outstanding securities in mortgages 
or preferred stock, $6,900,000?—-A. Yes, sir. 

Q. Against $19,000,000?—A. Yes, leaving a balance of $12,852,000. 

Q. Said to be applicable to the common stock holdings in the company?— 
A. Yes, sir. 

Q. Now then, that was the book value of the holdings?—A. And it became 
our problem to appraise the value of those holdings as expressed in securities 
which were to be sold to the public, securities of the new company. Now, the 
negotiations resulted in our buying those assets, the book value $12,800,000, 
for, as I have said in the last line, $9,671,000. : 
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By Mr. Factor: 


Q. Did you actually pay that?—A. Yes. 
€. You made an agreement for the purchase of Burns and Company ?—A. 
Yes. 
By Mr. Kennedy (Winnipeg): 


Q. When you say “you” do you mean Burns and company ?—A. In order 
to carry out the transaction we undertook to organize a new company to take 
over the assets of the old company. 


By Mr. Factor: 


@. Did Dominion Securities Corporation limited actually agree to pur- 
chase the assets of Burns and Company?—A. A part of the procedure, what 
our real function was, and I will show you later, was to purchase the two blocks 
of securities which were issued by the new company. 

Q. I know that you sent out a letter, I believe, on May 12th, in which 
you notified the public you purchased the assets of Burns and Company. What 
I would like to know is, did Dominion Securities Corporation actually pur- 
chase Burns and Company?—A. Yes, we acted as the promoter of the new 
company for the purchasers of the old company. I think, if I remember rightly, 
the reason we sent that letter out was that the securities then in the hands of 
the public, bonds and shares, were, as part of this arrangement, to be called. 
We did not want any client selling them at lower than the price they were 
going to receive as a result of this transaction. 

@. You did not actually underwrite any of the—you actually purchased the 
business of Burns and Company?—A, Only as a step to complete the trans- 
action, 

@. I understand—A. I viewed our function in this whole transaction as 
selling to the public in a new form, Mr. Burns’ holdings. That is the essence. 

Q. It may not agree with the public’s estimate. 

Mr. Insutey: You certainly in the letter write as though you had bought 
the Burns company. 


The Witness: Part of the transaction; we quite admit that. 


Mr. Instry: When you wrote that letter, you were owners of the Burns 
company ? 
The Witness: Owners of the shares. 


By Mr. Sommerville: 


(. This is the letter Mr. Factor refers to?—A. That is quite right. We 
say, “it will be to your advantage to retain your P, Burns and company limited 
securities, whether bonds or preferred until you receive from us full particulars.” 
That was really the reason behind that letter? 


Mr. Iustey: You had better read the letter. 


Mr. SOMMERVILLE: The letter was addressed to the shareholders of the old 
company, and is dated May 12, 1928. It is from the Dominion Securities 
Corporation and is as follows:— 

We have purchased the business of P. Burns and Company, Limited. 
There will be a rearrangement of the capital structure, which will 
necessitate calling for redemption 64 per cent first mortgage bonds at 104 
and accrued interest on the first July next, and formal notice of this call 
has already appeared in the press. The 7 per cent preferred stock will 
be redeemed at 105 and accrued dividends, and the notice of call in this 
connection will appear later. It is our intention to make a public offering 
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at a later date of the first mortgage bonds and preferred stock. It will 
be to your advantage to retain your P. Burns and Company, Limited 
securities, whether bonds or preferred until you receive from us full 
particulars of the new financing. 
? Yours very truly, 
DOMINION SECURITIES CORPORATION, LTD 
(Sgd.) K. M. PRINncte. 
TeV ea ACCOr 
Q. That letter, would imply that you had purchased the entire business of 
Burns and Company, all the assets?—A. Through the purchase of common 
shares. 
Q. Including these other assets you have put in here at $4,038,000?—A. 
What we actually purchased were the common shares of the company. 
Q. You merely purchased the common shares of the company?—A. Yes. 
Q. It was not an actual purchase of the business of the company ?—A. That 
is the same thing sir. 
Q. Was there an agreement made for the purchase of the company?—A. 
Yes, on that we would be very glad to— 
Q. Would you furnish Mr. Sommerville with a copy of the agreement?—A 


Yes. Now, to continue. As I say, we finally negotiated with Mr. Burns a 
price of $9,671,000, for shares of a book value of $12,852,000. 


By Mr. Kennedy (Peace River): 


Q. That was paid to Mr. Burns?—A. Yes, and he in turn used $4,000,000 
of that cash, of the $9,000,000 he obtained to purchase those assets, as set out, 
those assets which I refer to on the left hand side. 


Mr. SoMMERVILLE: Speak a little louder so we can hear you. 


The Wirness: Mr. Burns received $9,671,000 of which he used $4,038,000 
to purchase those assets which we considered non-essential to the business. 


The CuarrmMaANn: There was no actual cash passed in the transaction until 
after the second securities were sold? 


The Witness: All part of the one clearing, sir, to carry out the trans- 
action—Mr. Lash corrects me, in that Mr. Burns furnished the money, the 
$4,000,000 prior to the completion of the transaction. 


The CHAIRMAN: Come right up beside Mr. White, Mr. Lash. 


Mr. J. F. Lasu: The transaction was completed by Mr. Burns. He took 
over all the assets for that money before we sold the shares. It was a stipu- 
lation. 

The WitNEss: We agreed with Mr. Factor to file the agreement. 


By Mr. Kennedy (Peace River) : 


 Q. That is, he furnished the money to pay himself?—A. Furnished the 
money to purchase from the old company at $4,000,000. 


By Mr. Factor: 


Q. You mean before the new company sold the mortgage bonds?—A. Right. 
Q. And the preferred shares?—A. Right. 


By Mr. Kennedy (Winnipeg) : 


Q. Would it be correct to state the situation about that $4,000,000 in this 
way, that when arrangements were made for the new company to acquire the old 
company of P. Burns & Company, including these ranch properties and all that, 


2554 SPECIAL COMMITTEE 


at the same time there was an understanding that Mr. Burns himself would 
repurchase these particular items here for $4,000,000 odd?—A. Yes. 

Q. And that was worked out? | 

Mr. LasH: Not quite accurate. Might I say that the situation was this: 
An agreement was entered into by Mr. Burns with the Dominion Securities Cor- 
poration. One of the terms of that agreement was that there should be purchased 
by Mr. Burns or by someone, these assets, these buildings, ranch lands and vari- 
ous other things that were of no use in the business, for $4,000,000 odd, before 
the Dominion Securities became liable to purchase the common shares from Mr. 
Burns. Mr. Burns furnished the $4,000,000, paid that cash into the old company. 
The assets were transferred to him, and the statement on the front page must be 
regarded, so far as what the new company took over, as being $4,000,000 of cash 
replacing those assets which were purchased by Mr. Burns. 

Mr. Kennepy (Peace River): I think that is, as I intimated. It was not 
an afterthought. The re-purchase of those $4,000,000 of assets was part of the 
picture from the beginning. 

Mr. LasH: Yes. 

Mr. SomMervILLE: As soon as Mr. P. Burns paid this amount of money, 
then the liability of the Dominion Securities became absolute and the money 
was borrowed from the bank and paid to the company. 

Mr, LasH: I don’t know where Mr. Burns got his money. He paid to the 
company. 

Mr. Kennepy (Peace River): Are we going to adjourn? 

The CuamrMANn: Gentlemen, we have had a pretty tough day. 

Mr. Kennepy (Peace River): Yes, I think we have had enough to-day. 

The Cuatrman: I think we had better adjourn, and we will meet on 
Monday morning at 11 o’clock. 


The commitee adjourned at 6.05 p.m., to meet on Monday, June 4, at 
11 a.m. 
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House or Commons, Room 368, 
June 4, 1934. 


The Special Select Committee on Price Spreads and Mass Buying met at 
11 a.m., the Hon. H. H. Stevens presiding. 


Mr. Norman Sommerville, K.C., of Toronto, and Mr, W. W. Parry, of 
Toronto, appeared as counsel for the committee. 


The CHatrMAN: The minutes of the last meeting indicate the witnesses 
heard and the exhibits filed. I declare the minutes approved. 


Mr. Kennepy (Peace River): Has the report on the investigation into the 
rubber footwear under the Combines Investigation Act been dealt with? 


The Cuatrman: No, I do not think that has been officially dealt with yet. 
There was some indication, I think, of that, but I will make further inquiry to 
see if the situation has changed. 


Mr. Iusuey: There is a report? 


The CuarrMANn: There is a preliminary report, but it is not filed or pub- 
lished. I will inquire to see what shape it is in. 

On Friday evening when we adjourned we were hearing Mr. White of the 
Dominion Securities. 


Arthur F. White recalled. 
John F. Lash called and sworn. 


By Mr. Sommerville: 

Q. Now Mr. White, we had I think, reached the close of sheet 1 of your 
memorandum re Burns and Company, Limited, down to the point where accord- 
ing to your memorandum, the assets that stand behind those shares were assets 
valued as above indicated at $12,852,208?—A. Meaning, sir, that on the basis of 
the appraisal we had paid Mr. Burns $3,181,000 less than the book value of 
the assets. 

Q. On the basis of the appraisal, Mr. Burns was paid $3,181,000——A. He 
was paid $3,181,000 less— 

Q. —less than the book value of the assets?—A. Of all of the assets. 

Q. That would mean what?—A. Will you have just one more look at that. 
The net liquids of course we paid dollar for dollar. 

Q. You paid dollar for dollar for the net liquid assets?—A. $4,366,339. 
Investments at their accrued value $586,000, consisting largely of advances to 
their subsidiary companies. 

Q. Was that the amount on which they were carried on the books of the 
old company?—A. Offhand, I would think so, sir. The amount is not there, 
but it is the net amount after Mr. Burns paid in cash the $4,038,000. 

Q. The $4,000,000 odd?—A. That was already there in the form of cash. 

Q. That was cash that Mr. Burns paid in for those assets?—A. Yes. 

Q. $10,845,464 were fixed assets?—A. Right. 

 Q. That value of $10,845,464 was the value after the new appraisal by 
the Canadian Appraisal Company?—A. Yes. 

Q. Those assets were formerly carried proportionately on the books of 
the old company at $5,984,856; that is right?—A. That is right, the differ- 
ence between the two. 

Q. To that was added the increased value given by the appraisal company 
of $4,860,608?—A. $10,845,000. 

Q. Making $10,845,000, which was the appraisal company’s value? 

86332—165 
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By Mr. Isley: 
Q. Let me ask a question or two about that. You take a company like the 
Canadian Appraisal Company, what sort of certificate or appraisal did they 
sign; is that here?—A. We can very easily get it sir. 


By the Chairman: 

Q. Of course, the weakness in that appraisal, I think—correct me if I am 
wrong in this suggestion—the weakness of that appraisal is its replacement 
value new.—A. Yes? 

Q. Do you consider that a very sound method?—A. Well sir, in setting out 
to appraise the value of a going concern, would you not agree with me the first 
thing you must do in the absence of anything of that nature is you must get 
an appraisal. You may decide to pay more, or you may decide to pay less. 

Q. I agree with you——A. At any rate, we had to have something. Now, 
they are reputable people; they gave us this appraisal, and that was one of 
the main considerations in the transaction. It established the value of the 
business, with nothing to the contrary at that time. 


By Mr. Ilsley: 

Q. Did you tell them to make their appraisal on the replacement value 
new; were those your instructions?—A. Yes. 

Q. What sort of a certificate did they sign; did they agree with you as to 
principle? 

Mr. Lasu: May I read it? 

Mr. Iusury: Yes, please. 

Mr. LasH: 


CANADIAN APPRAISAL COMPANY LIMITED 


Head Office, 
1260 University Street, 
Montreal. 


The Canadian Appraisal company, Limited, a corporation organized, 
created and existing under and by virtue of the laws of the Dominion of 
Canada, with its Head Office in the City of Montreal, in the province of 
Quebec, by its duly authorized officer, hereby certifies that it has caused 
an appraisal to be made of Packing Houses, Creameries, Retail and 
General Properties and Sundries, properties of 


P. BURNS & CO. LIMITED, CALGARY, ALTA. 


as in evidenced by a certain appraisal invoice. That the Replacement 
Value New of such properties as of December 31st, 1927 , 1s eleven million, 
seventy-five thousand, three hundred and seventy-four and 14/100 dollars 
($11,075,374.14) consisting of— 


Packing Houses. 0: jing aww MM Jadt$d48:206595) 46 
Creameries,: . dtpitl. A.—Satoaern baxit es 973,779 35 
Retail and General Properties... .. .. .. 1,785,205 99 
Sundries... .... +. Ae Antenne 19,793 70 


$11,075,374 14 


which figures represent a true and correct appraisal of said properties to 
going concerns on said date and according to its best knowledge and belief. 


PRICE SPREADS AND MASS BUYING 2557 


Q. What is that again? 
Mr. LasH: 
Which figures represent a true and correct appraisal of said proper- 


ties to going concerns on said date and according to its best knowledge 
and behalf. 


Mr. Insuey: What does he mean by that? They start out by saying “replace- 
ment value new.” 


Mr. LasuH: 

Which figures represent a true and correct appraisal of said properties 
to going concerns on said date and according to its best knowledge and 
belief. 

The CHarrMAN: As if new. 
Mr. Lasu: As if new, 


By Mr. Sommerville: 

Q. The value of those premises to a going concern was the same as if it was 
absolutely new throughout. 

Mr. LasH: That is the implication. 

Mr. SomMERVILLE: That is the statement. 

Mr. LasH: That is the statement. 

Mr. Heaps: What is the date? 

Mr. Lasu: March 24, 1928. 


Mr. Kennepy (Peace River): Some of those buildings were put up as far 
back as 1909? 


Mr. Epwarps: That would hardly be a correct statement. 


The Witness: May I go a little further; the auditors said they would like 
to have a further survey from the appraisal company, giving their estimate as 
to depreciation. The new company through the Dominion Securities made the 
best estimate it could as to what should be allowed off this from the point of 
view of getting down to taking care of obsolete things and so on. There was 
set up a general reserve available for depreciation in the new company, 
amounting to $1,700,000 odd. The extraordinary thing is that the appraisal 
company, when asked by the auditors for their estimate as to what was the 
proper depreciation to allow, was within $137,000 of the same figure that was 
set up by the board of directors of the new company; their estimate was 
$1,800,000 odd. 


By Mr. Kennedy (Peace River): 
Q. What was the reserve before that?—A. $1,700,000 odd was set up by 
the board of directors of the new company as being the proper thing to take 
off, and the appraisal company came within 5 per cent of their estimate. 


By Mr. Ilsley: 

Q. The figures you gave add to $11,000,000 something?—A. $11,075,374. 

Q. Then, some deduction was made to bring it down to $10,845,000?—A. I 
think that deduction was to purchase many mortgages, the net amount. This 
was appraised without showing charges against it. There were some outstanding 
mortgages. 

Q. Yes?—A. So it brought it down to the $10,000,000. 

Q. $10,845,000?—A. That is the net figure. 

Q. That is the replacement value new of the property?—A. Yes. 

Q. When this value was given as a going concern?—A. On said date, on 
March 24, 1928. 

86332—1654 
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Q. Does not that imply as Mr. Kennedy and others have said, that an old 
plant is just as good as a new plant?—A. Yes. 

Q. To a going concern?—A. Yes. 

Q. Is that so, as a matter of common sense?-—A. After all, the properties 
had been well maintained. Senator Burns operated them very efficiently and had 
kept them well maintained, on my understanding, all the way through. 


By Mr. Kennedy (Peace River): 

Q. Does it imply during the 20 years that some of those buildings were up, 
that there was no progress in the improvement of buildings in connection with 
the packing industry?—A. It is such a simple layout, the packing industry, any- 
way. The main thing is really, the machinery for carrying carcasses and that 
sort of thing; the rest of it is a lot of vats. 

Q. Were there reserves written off to take care of increase in appraisal value? 
—A. I am afraid I do not get your point. 

: (). There is a certain amount of reserves set aside each year to take care 
Oo el 

The Cuatrman: Mr. Kennedy has referred to the old company before the 
refinancing occurred. 

Mr. Kennepy (Peace River): When you added the value or increased the 
appraisal value, were their additional reserves set up to take care of them? 

Mr. Lasu: The new company set up $1,700,000 odd as reserve against 
$10,845,000. ; 

Mr. SomMervitte: Mr. Lash, you were sworn with ‘a view to assisting Mr. 
White. Mr. White, was it not a fact that in the old company against those assets 
at their then value, the former value, there was already set up reserves of $1,660,- 
000? 

The Wirness: That must be available on the records; I am not familiar 
with it. 

The Cuarrman: What date is that balance sheet? 


By Mr. Sommerville: 

Q. On the balance sheet of December 31, 1927, the fixed assets are shown 
at $9,865,177.36 less depreciation of $3,177,767.93, or a net figure of fixed assets 
of $6,687,409.48; then out of those assets $4,000,000 were taken, ‘approximately, 
by Mr. Burns leaving $5,000,000 of assets and these $5,000,000 odd were written 
off the $10,000,000 as replacement value new; but what was done with the former 
allowance for depreciation which amounted in the old company to $3,177,000?— 
A. Well, at some point, Mr. Sommerville, you disregard the old company and its 
books. This is a new company started up with those valuations, as I have set 
out; nothing happened there for depreciation. 


By the Chawrman: 

Q. You see Mr. White, our difficulty, if I might state it, and I think it is my 
duty to reflect the problem before this committee, is this: we are dealing with the 
question of price spreads and the cost of doing business, whether those costs in 
different lines of activity are fair, and we are specially instructed by parliament, 
in a general discussion that preceded our appointment, to keep in mind the capital 
structure of various organizations that are doing a large proportion of the business 
of the country and particularly so in connection with livestock industry. Now, 
the question that naturally mtrudes itself upon one’s mind is this: In view of 
what has occurred in connection with P. Burns and Company, was the new capital 
structure a fair set up, so as to continue an efficient organization—nobody ques- 
tions the efficiency of the old P. Burns and Company, I do not think so, at least 
—was the new organization fairly capitalized to continue an efficient packing 
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organization such as had previously existed, so that the public on the one hand, 
and the grower and the producer on the other, could receive a fair deal in con- 
nection with the business done by that particular company. Consequently I find 
myself, and I presume from the questions that have been asked by several mem- 
bers of the committee, that they are in the same position, a little puzzled to 
justify an appraisal on a new basis of $10,800,000 less an arbitrary set up depre- 
ciation account of $1,600,000 in the face of the book value of the assets, less the 
depreciation set up over a period of years, amounting to about $5,500,000, or under 
$6,000,000. We find, naturally, at least I do, and I think from the questions 
asked by some members of the committee, that they are in the same position, we 
find it a little difficult to reconcile these two situations—A. Well, sir, does it not 
really all arise from what we considered the value of the business in 1928? That, 
unquestionably, as compared with 1932, was too high. 

Q. You asked me a question upon which I had not contemplated offering 
an opinion, but from the very numerous letters we have received, we find that 
very fact is called into question, the set-up that you represented in the new 
organization, presented to the public, is called into question. I am not now call- 
ing it into question, but you put the question to me and I am answering it in 
that way. 


By Mr. Heaps: 

Q. May I ask how they appraise the value of a business?—A’. Well, sir, 
there are so many factors entering into it. The first thing we did was to get an 
appraisal of the fixed assets. There was nothing of that nature in existence. 
Then comes the long record of the company, and how we viewed its future in the 
light of its past, the management, and its location. All these things enter into it, 
and as we reviewed the value of the old company and its assets as set out here 
in this memorandum, we felt that we were paying a fair price for that business 
when we paid Burns $3,180,000 less than the statements outlined on those 
appraisals. 

Q. May I ask this further question: In creating new capital structure for a 
company, is not the primary factor that is taken into consideration. Its earning 
capacity more than anything else?—A. Oh, earnings, in my humble judgment 
are the greatest factors. 

Q. Then the physicial value is not an important factor?—A. I would almost 
vo so far as to say I would disregard it in valuing the securities to be set up 
against a company that has a long record— 

Q. Your new capital structure then would be created more with a view of its 
future earning capacity than anything else?—A. The future, plus a very careful 
study of its past record. 

Q. The earning capacity would be the important factor?—A. In my judg- 
ment, 

My. Instpy: You might be right about that. Perhaps you do not pay too 
much attention to that. Is it not palpably ridiculous for an appraisal company 
to say an old plant is as good as a new plant for purposes of a going concern? 

Mr. SOMMERVILLE: When selling to the public. 

The Wrrness: I am sorry I can’t give you specific instances. I can get 
them. But there are several of companies in existence a long time, where their 
properties had actually been fully depreciated; where on a purchase by a new 
eroup they were established at the then value of the buildings and equipment. 

Mr. Kennepy (Peace River): You can’t give them, you say. 


By Mr. Sommerville: 
Q. They were established at the then value. The objection here is that they 
were carried on the books of the company, the old company, at the then value; 
but in the revaluation that was made for the purpose of carrying this transaction 
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through, they were valued at replacements value new, which is quite a different 
proposition. As a matter of fact, Mr. White, I think you have already stated 
that the appraisal company made the valuation on the basis of new buildings on 
instructions from Dominion Securities?—A. Yes. 

Q. So that they were not just sent in with a free hand to appraise at what- 
ever they thought was a fair value?—A. You are getting rather far afield, are 
you not? You are not suggesting for a moment that we sent the appraisal com- 
pany in with instructions to give it a value? 

Q. No, I don’t think so?—A. I prefer you to question them rather than 
me on that. 

Mr. LasH: May I interject? 


By Mr. Iisley: 

Q. You said you told them to give it at replacement new?—A. Yes. 

Mr. Lasu: The agreement with Mr. Burns was that unless Canadian 
Appraisal Company showed an appraisal of the company’s assets at replacement 
value new, of at least $10,500,000, there was no deal. Their appraisal, when it 
came through, was $10,800,000. 

Mr. Kennepy (Peace River): Is the committee going to get the agreement? 
i Mr. SOMMERVILLE: Yes, it is to be forwarded to us. It is in the form of 
etters. | 

By Mr. Kennedy (Peace River): 


Q. With regard to that question of reserve account, I note in the report of 
the committee at page 2394, dealing with the question of the write-up, “to this 
amount was added an appreciation in value of the assets as shown by the 
appraisal, amounting to $6,577,000 odd less general reserve available for depre- 
ciation $1,592,000 odd.” This was the actual reserve in existence, was it?—A. In 
the old company. 

Q. Was it in addition to this you say that a reserve was set up totalling 
$1,000,000 and something when the bonds were written up? 

Mr. Sommervinur: No. 

Mr. LasH: No, because in the new company valuation which had to be 
determined for it, they set up a reserve against that. 


By Mr, Kennedy (Winnipeg) : 


Q. Mr. White, when the new company was organized and the securities 
offered to the public, would it be fair to state from the public’s point of view, they 
had in their minds, in buying the stock, the high standing and good name that 
P. Burns & Company had so long enjoyed?—A. That would be a factor. 

©. Would it not be a very important factor?—A. Probably. 

Q. I have no interest one way or another. You say “probably.” In view 
of what you said about looking carefully into the past of the company and its 
records, it seems to me it would have?—A. All I can say 1s we felt that—we have 
been associated with this company for over twenty years. We have done all their 
financing. They have been highly successful. We had every faith in the Burns’ 
situation. 

(). From your experience, that is a tremendously important factor so far as 
the public is concerned?—A. I would think so. 

Q. The general reputation for probity and honesty of dealing and the good- 
will it has throughout the country ?—A. Yes. 


By Mr. Edwards: - 
_Q. It is important, having regard to the possibility of carrying on a profitable 
business?—A. Yes, 
Q. Under the new management?—A. Yes. 
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Mr. Kennepy (Winnipeg): I have in mind other concerns which enjoyed a 
similarly high reputation, and when reorganized their stock sold to the public; 
while their old reputation may have been such, the securities did not show it. 

The CHairMAN: Have you a copy of the prospectus that was issued? 

Mr. LasH: What do you refer to? 

The CuairMAN: When the issue was made? 

Mr. SomMERVILLE: The issue of the new company. 

Mr. Lasu: You mean the bonds and preferred stock of the new company? 


Mr. SoMMERVILLE: Yes. 

Mr. LasH: These were all bought by the Dominion Securities Corporation, 
which subscribed for the total amount of bonds and total amount of preferred 
stock. Then, at a subsequent date, they made an offering to sell those to the 
- public, so that it does not affect the capital structure in any way, I do not think. 
The capital structure was set out here and all issued to the Dominion Securities 
Corporation. At a subsequent date they sold to various people. 

The CHArRMAN: It was sold to the public. I would like to see the prospectus 
that was issued to the public when the securities were sold to the public. 

The Wrirnsss: Many are available. I have just these two here. 

Mr. SommerrvittE: This is the preferred shares. Have you one on the bonds? 

The Wrrnuss: It is bound in that file. I will get it out. Would you like to 
read from that now? 

Mr. SoMMERVILLE: Yes. 


By Mr. Kennedy (Peace River): 


Q. Mr. White, have you got a statement of the amount the assets were 
written up? Was there any goodwill?—A. Why do you say “written up’? It 
was a case of buyer and seller coming together. 

Q. All right, depreciation, is it? 


Mr. SomMerRvILLE: Appreciation. 


By Mr. Kennedy (Peace River): 


Q. In which there was appreciation in value. I suppose “written up” 
would be a fair explanation of the transaction? They must have been ?— 
A. Except that that implies that we wrote it up without any foundation. That 
is the only part I don’t like. 

Q. If you could just explain that?—A. In the memorandum which I sub- 
mitted on Friday we stated very completely the difference between the two 
values. 

Q. Was there any question of goodwill there?—A. No. 

Q. No goodwill at all?—A. No, sir. 

Q. This was an appraisal of the various packing plants taken over, and 
creameries?_—-A. Creameries and packing plants. We treated them as if it 
were a straight deal between buyer and seller. I think a very simple illustra- 
tion is if 1 have a house and it stands on my books at $25,000 in 1928, I think 
I would be very unlikely to have sold it for its bare cost or what it stood at on 
my books. 

- Q. When these bonds and so on were offered to the public, was it made 
plain to them that certain assets had been taken out of the company; that 
ranch lands, for instance, would be taken out?—A. We referred to that in the 
circular. We gave the value of the assets. 

ogee is the memorandum?—A. This is the circular. Oh, yes. Shall I 
read it! 
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Q. Yes?—A. “These bonds and the preferred stock presently to be out- 
standing are to be issued to finance the acquisition by the new company of the 
assets (except certain extraneous assets) and undertaking of the predecessor 
company, and for general corporate purposes.” Mr. Burns had treated this 
company as his own. It was almost a private company. He had office build- 
ings; he had investments in oil companies; he had his ranch lands, cattle and so 
on, all of which were, in our opinion—the opinion of the management—not 
essential to this business. So we said to him as a condition of this transaction, 
“Take those out and replace them by cash.” 

Q. And that is the reference to it in your prospectus?—A. Right. 

Q. What about the balance sheet of December, 1927? Was that ever shown 
or published in connection with the advertisements?—A. Well, it is always a 
problem with us how much you should put in a prospectus, as to the size of the 
thing itself. We boil it down as much as we can, and still we come out with 
four pages. We state here, “A copy of the appraisal statement of the Canadian 
Appraisal Company, and a copy of the audited statement of earnings and 
balance sheet of the company may be seen at the offices of this corporation in 
Toronto and Montreal.” We spread on the prospectus what we believe are all 
the essential facts. 

Q. But you didn’t put the balance sheet of 1927 on?—A. We put no 
balance sheets on. I don’t think it has been a practice to put balance sheets on. 
We would be very glad to do it. 

Q. Do you think it was a reasonable thing that you should have, in fact, 
to go to Toronto or Montreal to see this, and you are offering this stock all 
the way from Vancouver to Halifax?—A. Well, if you put it that way, perhaps 
not. But you must bear in mind that that is the way we have conducted 
business for thirty-five years. We are willing, at all times, to go into any phase 
of it. We were never asked those things at the time of issue, unfortunately. 


By Mr. Ilsley: 


Q. I have two or three thoughts on this, and I certainly don’t pretend 
to know much about these prospectuses or capital structures. You sold the 
securities to the public in the new company on the basis of the fixed assets 
of the old company being worth $10,845,465,, didn’t you?—A. In that regard 
we state: “The assets of the company as at December 31, 1927, after giving 
effect to present financing would have been substantially as follows: Fixed 
assets, consisting of plant, machinery and equipment at replacement value new, 
appraised by the Canadian Appraisal Company as at December 31, 1937, less 
purchase money mortgages, $10,845,464. - 

Q. Did you say anything further than that the replacement value new was 
$10,845,464°?—A. I have read you just what we wrote. 

Q. I know; but I thought I saw in something around the table here that 
you went further, and you said that was the best basis that could be obtained 
for getting the present value. Was there not something like that in one of these? 
Yes; thie'is what I'saw. "This is a communication from the Dominion Securities 
Corporation, Limited, to the preferred shareholders of Burns & Company, 
Limited, dated March 5, 1934, 

Mr. Lasu: Just a couple of months ago, 


Mr. Iusury: Yes. 


By Mr. Ilsley: 


Q. It reads: “First, asset position; that the fixed assets acquired by the 
new company, consisting of real estate, plant, machinery and equipment, were 
shown at their replacement value (new) without indicating an allowance for 
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depreciation. The replacement value new was used as giving the fairest test of 
the value of the property, and we would point out that the balance sheet upon 
which the new company acquired the business of the old company showed a 
general reserve available for depreciation, etc., of $1,723,078. This reserve also 
appears in the subsequent balance sheet of the new company, so that this dis- 
closes the net asset position as shown by the company’s books.” Now, my ques- 
tion was whether, in offering the shares to the public—not in 1934, of course, but 
the time when the new company was incorporated—you represented that 
$10,845,464 as being a fair value on the fixed assets of the company?—A. Well, 
sir, our representation is as I read it. It is all that was issued. This is the 
prospectus. 

Q. That would convey the impression, would it, that that was a fair value 
of the fixed assets? Perhaps you can’t answer that?—A. We would stand by 
the statement we made. 

Q. All it says is that it was the replacement value new?—A. Right. 

Q. Did you, anywhere in your prospectus literature or circular, say that the 
assets stood on the books of the old company, at $4 .860,6087—A. No. 

Q. Whether leaving that out was technically or legally correct, was this not 
morally and in essence something that you should have communicated to the 
purchasers of these securities, the fact that the assets to which you are attaching 
a figure of $10,845,000 stood on the books of the old company at $4,860,000? 
What do you think of that?—A. It 1s so hard now to say what you should have 
done in 1928. 

Q. I can understand that, but what I don’ understand is this: How in the 
world has the replacement value new of the assets any relation at all to the real 
value of those assets?—A. Well, sir, wou.d you mind telling me what you would 
have valued that plant at? / 

Q. I would not mind, if I could. ‘But certainly I could not have told you 
that?_-A. How would you have gone about it, then? 

Q. I would suggest—not knowing much about these things—if you were 
going upon a physical valuation, I should certainly have taken the value now, 
less depreciation. I should think that was sensible. If you were taking it on 
the earning basis, I would not have had appearing in it at all physical value 
new or replacement value. Why in the world don’t you go on one principle or 
the other. You take the most favourable figure, the replacement value new 
for the old plant, which had no relation whatever to its value then as is shown 
by the fact that it was carried on the books at $4,860,000?—A. It is so easy now 
to say what one should have done in 1928. I know of nothing, sir, which can 
change the practice of bringing buyer and seller together at any given time and . 
have them deal with respect to the conditions which exist at that particular time. 
It is happening every hour of every day. While I would like to do anything I 
can to assist in improving conditions, I have been brought up in a hard school. 
In 35 years experience I have never found that you can bring buyer and seller 
together, and have them deal in any other way than the conditions which happen 
to exist then; not what they were ten years ago, or what anybody thinks they 
may be ten years from then. 

Q. This was not a question of buyer and seller?—A. Certainly it was. 

Q. It is a question of the public. You were just serving as an intermediary? 
—A. I admit that. 

Q. You were not in the position of a seller who had to take his medicine if 
he paid too much?—A. That is right. 

Q. You were passing the whole thing on to the unsuspecting public. You 
put a figure down that anyone would think was the value of the assets; and you 
put down $10,845,000 for assets which you knew were carried on the books of 
the company at $4,860,000? Was that right?—A. Carried on the books of the 
old company had nothing whatever to do with it. 
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Q. What had something to do with it? Replacement value new had 
nothing to do with it; otherwise you come to this ridiculous position, that the 
old plant is just as good as a new plant, which is not sensible. Is that not right? 


By Mr. Kennedy (Peace River) : 


Q. Would you say that was a common practice or that it had been done? 
I understood you to make some statement a while ago, with regard to replace- 
ment value new, to the effect that there were several other companies that had 
followed the same practice?—A. No. What I said then, sir, was that the 
depreciation reserve set up at any one time in any company’s books is not 
necessarily part of the basis upon which any one should go in and buy those 
assets. 

Q. Is this the only case on record, so far as you know, where that principle 
is applied, of appraisal value new? 


Mr. Instey: Replacement value. 


By Mr. Kennedy (Peace River): 


Q. Yes, replacement value new?—A. All kinds of methods are employed in 
valuing assets. 

Q. Is this the only case where that method was used?—A. I would not be 
in a position to answer that question. 


By Mr. Isley: 


Q. What about your own practice?—-A. Have you done this thing with other 
companies, put in replacement value new as the value on your prospectuses?— 
A. I don’t know whether we followed that practice or not. vi 

Q. Can you think of a single other instance where you followed that?—A. I 
can’t say offhand. 


By Mr. Senn: 


Q. Mr. White, you made a statement to Mr. Heaps a short time ago that 
the earning capacity of a concern should largely determine the value?—A. Yes, 
sir. 

Q. What relationship exists between the replacement value new of this 
company and the earning capacity of the company at the time it was taken over? 
_ —A. It had no bearing whatever on the earning power. It didn’t change in any 
way. 
Q. Was the replacement value new a fair reflection of the earning power of 
the company at that time?—A. The two factors are totally different. 


By Mr. Heaps: 


Q. Would it show the profits on the basis of the valuation that was put on 
the concern?—A,. No, they are quite different. 
Q. Well, would it have shown the profits?—A. No. 


Mr. Kennepy (Winnipeg): Of course they are different. 
The Witness: Oh, I am sorry, I didn’t quite get your question, Mr. Heaps. 


By Mr. Heaps: 


Q. What I meant was this: On the basis of your valuation, which was over 
$10,000,000, and on the earning capacity of 1927, would it have shown a profit 
on that valuation?—A. Yes, sir. 
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By Mr. Senn: 
Q. In other words, it would pay dividends on that valuation?—A. Yes, 
it did. 
By Mr. Heaps: 
Q. May I go a little further: Was not the earning capacity the main factor 
determining the capital structure?—A. Right. 
Q. That was the usual custom in the year 1927 up to 1930?--A. Yes. We 
set out here the earnings for the 44 years prior to the date of the financing. 
Q. And it would have shown the profits on the basis of that?—A. Right. 
Mr. Kennepy (Winnipeg): I suggested that, instead of speculating as to 
the relationship, we should get spread on the record just what the earning of P. 
Burns & Company were before this sale to the public. 
The CuHarrman: Yes, I was just going to ask him that question, Mr. 
Kennedy. 


By the Chairman: 

Q. Mr. White, I have before me a prospectus of the Dominion Securities 
Corporation, dated May 16, 1928, offering $6,900,000 of shares of cumulative pre- 
ferred shares of P. Burns & Company. May I ask if these were fully taken up 
by the public?—A. Yes. 

Q. It was all absorbed by the public?—A. Yes. 

Mr. SommeERvILLE: The bond issue was all absorbed. 


By the Chairman: 

Q. And the bond issue which preceded it was absorbed?—A. Was sold. 

Q. It preceded this?—A. Bear in mind we are dealing with these things all 
the time. We happen to be the largest holder of the preferred shares ourselves 
at the present time, but at that precise moment they were sold. 

Q. Yes, they were sold. Let me follow this financial set up as it appears on 
your prospectus? 

Mr. Kennepy (Winnipeg): Is that dated? 

The CHatrMan: It is dated May 16, 1928. 

Mr. Hears: What was the value of the shares? 

The CHAIRMAN: The issue was $6,900,000. 

Mr. Hears: Dollars? 

The CuarrMAN: $100 par value and accrued dividends, to yield 6 per cent. 


By the Chairman: 

Q. In the first place, you show these assets, about which we have had con- 
siderable discussion, on a new appraisal basis of $10,800,000, to give the round 
figure; liquid assets of $4,300,000, and investments in shares and securities of and 
advances to other companies of $586,000 or a total of $15,723,000. To put it in 
round figures, you took from that $7,000,000 for mortgage bonds. That leaves 
the assets at $8,700,000. That is correct, is it not?—A. Yes. 

Q. Which $8,700,000 of assets for the security of these preference shares 
includes the valuation above referred to of $10,800,000 that is fixed assets. Now, 
the next paragraph shows the earnings of the company available for preferred 
stock dividends and depreciation. In other words, the earnings I am now about 
to refer to are before depreciation?—A. Yes. 

Q. That is true, is it not?—A. Yes. 

Q. Then the average earnings for four years and six months ending Decem- 
ber 31, 1927, are $576,000 per annum?—A. Where 1s that figure, sir? 

Q. On your prospectus here?—A. I am sorry, I have the bond one and you 
have the preferred stock one. 
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Q. The average annual earnings for four years and six months, ending 
December 31, 1927, before depreciation, was $576,000. That $576,000 then would 
indicate all that was available to pay interest on the $8,723,000 and to provide 
depreciation, is that right?—A. Yes. 

Mr. Lasu: No, it was not. I think that was after bond interest. 

The CuatrMAN: I know, but I have eliminated that. 

The Witness: You have taken bond interest out. 


The CuarrMAN: I have eliminated bonds. The bonds are taken out of the 
$15,000,000. The amount left is $8,723,000; so that this $576,000 was available 
for depreciation and interest on $8,723,000. 


Mr. LasH: I can’t quite get that figure, because $7,000,000 of bonds, and 
$6,900,000 of preferred stock makes $13,900,000. 


The CHairMAN: What is that? 
Mr. Lasu: I can’t get that figure. The par value of the bonds was $7,000,000. 


The par value of the preferred stock was $6,900,000. That makes only $13,900,000 
between them. 


The Witness: That is right. 
The Cuarrman: The bond interest is to pay interest on $6,900,000. You are 
right. I was speaking of the assets. $8,700,000 is the assets. 


By Mr. Ilsley: 
Q. How much did your company make out of this floatation and reorgan- 
ization? 
Mr. SomMeERvILLE: Mr. Isley, we will come to that shortly. 


By the Chairman: 


Q. Well now, what I am coming at in this is, out of these average earnings of 
$576,000 there was $414,000 to pay interest on the $6,900,000 preference stocks? 
—A. Dividends, sir. 


@. Which would leave you $162,000 for your complete depreciation and 
reserve charges?—A. Yes. 

Q. Is that correct, that out of the average earnings for four years it called 
for a provision of $414,000 to pay interest on the preferred stock, is that right? 
—A. That is right, sir. 

(. And that would leave on the past history of the company $162,000 to 
take care of all your reserve and depreciation?—A. Right. 


By Mr. Sommerville: 


@. And in the previous year, 1927, the old company charged depreciation on 
its assets of $343,953.78. 


Mr. LasH: That is right. 
The Wirness: And in the year before $286,191.74. 


By Mr. Sommerville: 
Q. The year before $286,191.74. 
Mr. LasH: Yes. 


By Mr. Sommerville: 


a That is, on valuations of $4,000,000 less than the new valuations?—A. 
Right. 


_ Mr. Lasu: There is a further explanation that should come there. In the 
$4,000,000 of assets which were taken over by Mr. Burns were included a large 
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number of depreciable assets against a considerable portion of which deprecia- 
tion should be charged and was not all charged against the assets that were 
taken over by the new company. 


By the Charman: 


Q. Now let me ask Mr. White this question: As—shall I say the promoter 
of this proposal—would you consider in the light of these figures, first, of the 
valuation of the property, the book reserve set up after depreciation, and the 
amount of depreciation actually provided for in previous years, that the amount 
of $162,000 was ample for depreciation reserve and would justify the issue 
of such a large amount of preferred stock to the public in that corporation, and 
especially on a valuation on a new replacement basis?—A. Not if you put it 
that way, sir, but the earnings were improving. The earnings in December, 
1927, were $1,065,000— 

Q. You say the earnings in 1927 were what?—A. I am reading from our 
prospectuses. I have the bond one and you have the preferred one. 

Q. I am assuming that the bonds were all issued?—A. Yes. 

Q. And I am analysing what is left for the preferred stockholders in this 
prospectus.—A. We are reading from two different prospectuses, but the earn- 
ings for 1927 were $1,065,000. 

Q. The language used here is, “ earnings for the year ending December 31, 
1927, $646,660.” 

Mr. Lasu: After bond interest charged. 


The CHArrMAN: Well, in the paragraph above it refers to this succeeding 
paragraph as “available for preferred stock dividends and depreciation.’”—- 
A. Right, but after bond interest. 

Mr. Lasu: Bond interest is already taken out. 


The Witness: I am reading, sir, from the bond circular which has the first 
claim on the interest. 


By Mr. Sommerville: 

Q. It may have been included in these assets after providing for the new 
financing—A. That is right. The gross earnings in 1927 available for bond 
interest, depreciation and profits taxes, after giving effect to the present financing, 
were as follows:— 

Average annual earnings for the 4 years ended 
BPS a SOR Wap BS aD pr ean IOS aimee papers Siig) 198 ae, 
Earnings for the year ended December 31, 1927. 1,065,618 


Q. Gross?—A. Gross. Now, that was sufficient to pay all these charges. 
Depreciation in 1927 was charged by the old company; that was $341,000. 


By the Chairman; 

Q. What was the interest rate on your bonds?—A. 54 per cent. Then in 
1929 we charged depreciation $281,000, and in both these years we had ample 
earnings to take care of these charges. 

Q. Well, take the year that you mention—1927—with earnings of $1,000,000, 
you have not got there interest on bond interest of preferred stock and not 
more than half enough to provide the depreciation as provided in the previous 
year?—A. Are you sure you are right on that? 

Q. I think so—A. I have not got the figures here before me. 


By Mr. Sommerville: 


Q. Take 1927, the earnings in themselves would not have been sufficient 
to provide for $385,000 of interest on the new bonds and $414,000 of dividends 
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on the new preference shares, making a total of $799,000 and also provide for 
depreciation upon the $10,000,000 of fixed assets at which the assets were 
appraised as new?—A. It leaves $266,000 from your own figures. 

Q. It leaves $266,000?—A. Yes. 

Q. And $266,000 you think is sufficient depreciation allowance upon assets 
which are taken over at appraisal value new and which, in taking them over, are 
increased in value by 80 per cent on that basis?—A. 80 per cent I do not agree 
with at all. 

Q. Well, let us clear that up then. They were written up from, or revalued 
from $5,980,000 to $10,845,000, and that is an increase of $4,860,000 on a previous 
valuation of $5,980,000, or 80 per cent.—A. All right then, if that is 80 per cent. 

Q. Well, $4,800,000 on $6,000,000 would be 80 per cent?—A. Right. 

Q. And it is only $16,000 short of $6,000,000?—A. Yes. 

Q. Do you think then that is a sufficient depreciation—$260,000—to set up 
on fixed assets of $10,000,000 which had been taken at appraisement value new, 
and which had in the operation been increased by 80 per cent over the previous 
value of these same assets in the old company?—A. In the first place, the rates 
of appraisal are set out in the information tabled with you by the auditors last 
Thursday. It seemed to me to be adequate. On top of that there has been spent 
from $125,000 to $150,000 a year. Now, there is very little in a packing plant 
that is rapidly depreciable. There is no intricate equipment at all to speak of. 

Q. We have had the evidence to the contrary from packing plant after 
packing plant, and we had one big plant alone that was spending $450,000 on 
the average every year in repairs and they say that was the amount that was 
necessary because of the rapid depreciation—A. I heard you say yourself that 
you thought it was a bit high. 

Q. I agree with you—A. But seriously, sir, it is nearly all buildings, vats 
and so forth. It is not like a textile mill or a paper mill where you have a 
lot of intricate machinery. 


By the Chatrman: 

Q. You are not arguing for a very considerable amount on repairs and 
replacements?—A. Sir, I would say that the most serious problem to consider, 
if you are approaching a question of this kind, is not so much depreciation, but 
the thing that we all have to guard against—you would not necessarily call it 
obsolescence, but we have right in Toronto a plant—as a matter of fact it is 
the William Davies Company plant—completely shut up; that is the thing 
we have to fear or guard against more than anything else, a change in con- 
ditions which would make a plant less valuable than it was before. 

Q. I agree with you in that, but Mr. White, in this set-up you have here 
you have apparently given no consideration to that, and I entirely agree with 
your analysis—A. On the other hand, this plant has been there for over forty 
years, or the Burns plant has been in existence for over forty years, and we 
have to guard against any change in conditions which would make that plant 
less valuable than it is now. 


By Mr. Sommerville: | 
Q. Mr. White, following this just a little further, the auditor’s report at 
page 2394 of the evidence indicates that the old financing of P. Burns Com- 
pany, the funded debt on preference stock was as follows:— 


First mortgage 64 per cent bonds of $3,078,500 outstanding with an 
annual interest charge of $200,102.50; and 7 per cent cumulative prefer- 
ence shares outstanding amounting to $3,906,200 with an annual interest 
charge of $273,434, or a total of fixed charges for bond indebtedness and 
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preference shares of $473,536.50; those were the annual fixed charges, 
and the total amount sold of common stock was $6,984,000. 


—A. How much? 

Q. $6,984,000. Now, under the new financing these assets which were 
reduced by $4,000,000 taken out by Mr. Burns in actual quantity are the first 
mortgage 54 per cent bond issue of $7,000,000 and a 6 per cent cumulative 
preference shares of $6,900,000, or total obligations against them of $13,900,000 
against $6,900,000, an increase of practically $7,000,000 in securities against 
them.—A. May I interrupt not $7,000,000 of securities against them; you can- 
not ignore the old company’s stock. 

@. No. Perhaps I should say senior securities?—A. Right. 

Q. The fixed charges then which the new company would bear would be 
on its First Mortgage 55 per cent bonds, $385,000 a year, that is correct?— 
A. Correct. 

Q. And on its 6 per cent cumulative preference shares, $414,000 a year, or 
a total fixed charge— —A. Not a charge, if I may interrupt. I know what 
you are driving at though. 

Q. A total obligation?—A. Correct. 

Q. Of $799,000. 


By the Chairman: 


@. When they are cumulative preference shares why do you say it is not 
a charge?—A. It is an obligation, it is not a charge. J mean as compared 
to bond interest. 

Q. I know, but it is a pretty narrow interpretation of what is a charge. 
It is cumulative and it stands there as a charge. 


Mr. LasH: Only against the common shareholders. 

The CHAIRMAN: Quite so, and against the bonds. 

Mr. LasH: No. 

Mr. SOMMERVILLE: No, out of the earnings; it must come out of earnings. 
The CHARMAN: In the case of depreciation. 

Mr. LasH: Only as against the common shareholders, so it is not a charge. 
Mr. SOMMERVILLE: Legally that is so. 


By Mr. Sommerville: 


Q. So that the increased amount to be paid by the company on its bond 
and preference shares by the refinancing was $125,463.50?—A. If you compare 
the two in that way. 

- Q. Well, that is the way in which they are returned to us by the auditor. 


By Mr, Kennedy (Peace River): 


Q. Is there anything wrong with that comparison?—A. In connection with 
the earnings of the old company, the surplus earnings accrued to Mr. Burns’ 
holdings of common stock. 


Mr. SommervILLE: And in this case the surplus earnings of the new com- 
pany would accrue to the holders of the common stock. 


Mr. Lasu: And the preferred. 
The Witness: First to the preferred. 
Mr. Lasu: First to the preferred and then to the common. 


Mr. SoMMERVILLE: It was the same in the old, first to the preferred and 
then to the common? — 
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Mr. Lasu: You take some from the common and give it to the preferred 
in the new set-up, that is the only difference. 


By Mr. Sommerville: 

Q. And you were the holders of the common shares, all the common shares? 
—A. About 60 per cent. 

Q. I mean you got them all?—A. At the outset. 

Q. Then the auditor who is examining reporting to the committee adds 
this paragraph, and I should like to have your comment on it:— 

The increased value placed upon the fixed assets in the books of 
the new company would naturally involve an increase in the annual 
provision for depreciation, thus increasing the fixed charges. Owing te 
the fact that lower annual rates of depreciation have been used by the 
new company than were adopted by the old company, this expected in- 
crease has not been reflected in the annual financial statements of 
Messrs. Burns & Company. 

A. What is the date of that? 

Q. That is the auditors report—A. You mean just recently? 

Q. Made for the committee on May 23rd by Eric Richardson & Graves 
of Calgary. What observation have you to make to the committee, if any, 
-on that?—A. My observation is that for the first two years after the new 
financing the earnings were satisfactory and adequate. Following that they 
suffered in common with all other companies. 

Q. Yes. You say they were satisfactory and they did pay the bonds and 
the preferred?—A. Yes. 

Q. But the point the auditor makes is, that if you had charged the same 
rates of depreciation as the old company had then there would not have been 
sufficient to pay the preferred shares——A. That is his opinion on depreciation. 
I have never known any two men to agree yet on depreciation charges. 

Q. It is not a question of opinion; it is a question of whether the same 
rate was used, that is all; it is not a question of opinion at all—A. You can 
understand why the old company probably charged high rates because the 
matter of taxes would be involved. 


By the Chairman: 

Q. I should have thought, Mr. White, when you took the valuation on a 
new replacement basis that you would have felt it necessary to set up then a 
larger depreciation than the old——A. That is a matter of opinion, Mr. Stevens. 

Mr. Lasu: $4,000,000 of depreciable assets pretty nearly went out, you see. 

Mr. SomMMERVILLE: Yes, but $5,000,000 of depreciable assets— 

Mr. Lasu: That is only a replacement. 

Mr. SoMMERVILLE: $5,000,000 of depreciable assets an increase of $10,000,- 
000 of depreciable assets. 


By Mr. Sommerville: 

Q. Then, Mr. White, the old company got $19,000,000 for its assets?—A. 
That sounds high. Is that right? 

Q. Well, is it not a fact?—A. I see what you mean. No, they did not get 
that. On top of page 2 it shows the correct figure. 

Q. The assets of the old company were $19,836,000?—A. Yes, an equity of 
$17,200,000 was purchased for $9,671,000. 

a? That i is the $12,852,208, an equity in these assets, but the new valuation 
was purchased for $9,671, 000?-—A. Right. 

Q. Or $3,181,000 less than the old company—A. Less than the valuation. 

Q. Less than the valuation of the book value on the company’s books?— 
A. Yes. 


PRICE SPREADS AND MASS BUYING 2571 


Q. Now then who got the money that was paid for the assets?—-A. You 
have set out at the top of page 2 the requirements, to pay the purchase price of 
the common shares of the old company $9,671,001. 

Q. Wait a minute now: 


To carry out the transaction and acquire the assets of the old 
company free from encumbrance cash had to be provided: 

(a) To pay the purchase price of the common 
shares of the old company. at the above figure.. .. ..$ 9,671,001? 

—A. Right. 

Q. That is, $9,671,001?—A. Right. 

Q. Then: 

(b) To pay the redemption price of the outstanding balance of First 
Mortgage bonds of the old company (in addition to sinking fund 
monies available for that purpose... .. .. .. .. .. -- $3,190,398. 

—A. Yes, that includes the premium. 

Q. That included the amount that had to be paid for premium?—A. Yes. 

Q. To redeem the bonds at 1042?—A. Yes. . 

Q. Well that is my recollection. That was the amount that had to be 
provided, and then:— 

(c) To pay the redemption price of the outstanding preference 
stock of the old company... .2-s2os0..5.5 Se We $4,161,450 

And that included also the amount for premium of 5 per cent to redeem the out- 

standing preferred shares. That is making a total amount that required to be 

made available of $17,022,849; that is correct, is it not?—A. Yes. 

‘2 Q. Now, $9,671,001 that was paid for the equity in the common shares?—A. 
es sir. 

Q. And that was paid to whom?—A. To Mr. Burns. 

Q. To Mr. P. Burns?—A. Yes. 

Q. And out of that he would require to pay $4,000,000 odd for the assets 
which he had taken over?—A. He had already paid that. 

Q. Yes. Then, that would leave five million odd for the company itself, 
including the five million odd to Mr. Burns for his equity ?—A. Exactly. 

Q. And that went out of the old. No, no money went out of the old com- 
pany. That was for his shares in the old company, and that amount was paid 
out of the new company?—A. Yes, sir. 

Q. In fact, all of these moneys, the seventeen million, were paid out by the 
new company. 

Mr. Las: The bonds and preferred stock of the preferred company were 
redeemed by the old company; but with moneys furnished, first as to about four 
million dollars by Mr. Burns for the assets he took over, and second the pro- 
ceeds of the preferred stock and bonds of the new company. 

Q. Yes. Now then, proceed—if you will just tell us how this money was 
provided?—A. Shall I read that sir: “ In order to meet these payments, there were 
required funds additional to the available cash in the old company which was 
applied in redemption of its bonds and preferred stock. The additional moneys 
were raised through the issue of securities of the new company as follows:— 


BURNS & CO., LIMITED (NEW COMPANY) CAPITALIZATION 


54 Per Cent First Mortgage Bonds due 1948 .. .. $7,000,000 
Annual Interest Charge.. .. .. .. +. ++ ++ ++ $385,000 

6 Per Cent Preferred Stock (100 par value) .. .. 6,900,000 

100,000 shares of Ordinary stock without par value . 100,000 

$14,000,000” 


Now, we paid 92-8 for the bonds, the 53 per cent bonds. 
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Q. For the words seven million of bonds at 54 per cent you paid the sum 
of?—A. Whatever 92-8 on that amount would be. 

Q. I thought perhaps you might have had that figure?—A. I am sorry, I 
did not. Then for the $6,900,000 preferred stock we paid 92:80. 

Q. Yes, you paid the same price for each of these issues?—A. Yes, sir. Now, 
just to go back to the top again; the premium on the old bonds, the old pre- 
ferred, amounted to $367,000 odd. 

Q. The amount required to pay off the bonds and preferred shares of the 
old country by way of premium amounted to $365,000 odd?—A. $367,000 odd. 

Q. $367,000?—A. Yes. 

Q. Now, 92°8 of seven million is $6,496,000?—A. Now, the discount on the 
new security. 

Q. Wait a minute, just let us get this figure correct; the net amount that 
went to the old company—$6,496,000 is the figure I think, is that not correct?— 
A. Approximately one million dollars on the face value. Is not that set out in 
your own auditor’s report? 

Q. This is just the bonds first—?—A. All the bonds. 

Q. On all the bonds you have $6,496,000, that is correct?—A. That is 
correct. 

Q. And that meant that the Dominion Securities had bought these at a 
discount below par value?—A. Yes, sir. 

Q. Of $504,000 on the bonds?—A. Yes, 7.20. 

Q. Now then six million nine hundred thousand of preference shares pur- 
chased at 92.80 would amount to— 

The CuairMAN: What did they sell at? 

Mr. SOMMERVILLE: 92.80—that would be about 700,000 less. 


The Witness: $6,403,200. 


By Mr. Sommerville: 

Q. Yes, and that meant that the discount of Dominion Securities was the 
sum of $596,800?—A. I did not get that question, Mr. Sommerville. 

Q. The discount below par on the preferred shares was $596,800?— 
A. Right. 

Q. That would be right. 

The CHAIRMAN: Figure that $6,403,200, leaves $497,000. 

Mr. SOMMERVILLE: $496,800, yes. Oh, I beg your pardon; four million— 
$496,800—that is just one million eight hundred. 

The Wirness: That is a figure that is in your own auditor’s report. 


By Mr. Sommerville: 


Q. And that is what it cost the new company to finance themselves in 
that particular way?—A. Right. By way of discount. 

@. Now, what other cost was there to the new company for financing in 
this way?—A. No other cost at all. 

Q. We have the auditor’s report, proportion of expenses payable by Burns 
Company Limited $75,029.962—A. That may be right, sir. I was going over 
here roughly a million dollars discount, $367,000 premium on the old securities, 
general reserve available at present $1,723,000; which roughly approximated 
that spread of $3,181,000. Now, there may be some expenses such as you 
mention there which our—. Have you any other items of cost, because I think 
we can make them jibe. 

Q. Now, you had them comparing in exactly the same way in the auditor’s 
statement. The entire cost, according to the auditors, were: discount on bonds 
of P. Burns Company Limited written off $345,356.48? 
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Mr. Lasu: That is the old company, and I quite agree with Mr. Factor’s 
remark on this item, I do not know what it is all about; this is the old company 
and apparently a capital item in its book. 


By Mr. Sommerville: 
Q. I see, yes. Well then, next was premiums on redemption of old issues 
of bonds and preference shares, $314,670.21. 
Mr. LasH: That is included in those items that make up the seventeen 
million that was required to complete the transaction. 


By Mr. Sommerville: 

Q. Then, the new financing costs were the discounts on the new issue of 
bonds, and on the preferred shares, as we have had indicated, one million 
dollars?—A. Right. 

Q. Then, proportion of expenses payable by Burns Company Limited, 
$75,029.96; then, adjustment re bond interest and dividends on preferred shares 
of $5,793.36?—A. That is—what did you say that amount was? 

Q. $5,793.36. Then, losses applicable to purposes prior to December 31, 
1927, $47,548.85; what was that?—A. I could not say, there were a lot of inter- 
company items here, just at the tail end of the adjustment. 

Q. Then, provision for the transfer agreement between Mr. P. Burns and 
Dominion Securities, paid by the issue of 99,982 common shares of Burns Com- 
pany Limited, the new company, of a total value of one hundred thousand. 

Mr. Las: You see, there are really the one hundred thousand shares in 
there. They have taken one item off, the 18 shares that were issued to the 
applicants for the incorporation of the new company, that makes up the 
$100,000. 

Q. I quite see that, that is the explanation. Then, do you still own the 
common shares, Mr. White?—A. No, sir. When the company began to experi- 
ence some difficulties—I have forgotten the year, in 1931 and 1932—Mr. Burns 
subscribed for additional common shares, if I remember rightly somewhere 
around $100,000. I am sorry I did not have those figures. I did not know 
they were relevant. I can easily get them. We, in order to facilitate that trans- 
action, turned over the 60 per cent of the common shares that we held without 
consideration. 

Q. To Mr. Burns?—A. I imagine they went to him. Our agreeing to that 
was part of the transaction. 


By Mr. Kennedy (Peace River): 
Q. What is the effect of this writing down; the reorganization and the 
writing off of four million dcllars with respect to common shares. 


Mr. Sommervitte: Might we have that just a little later. We will come to 
refinancing. 


By Mr. Sommerville: 


Q. I just want to ask you now, what did the company do with the money it 
received from you?—A. These three transactions at the top of the memorandum, 
is that not right? 

Q. That is, out of seventeen million twenty-two thousand eight hundred 
and forty-nine are the three items that we have referred to?—A. Yes, sir. 

Q. Did it have any other money available then? 

Mr. Lasu: That was the total amount required for the transaction: There 
was the four million of cash, which had been paid in by Mr. Burns to the old 
company and which was used for the purpose of the redemption of the old 
company’s bonds and preferred stocks, and paying for its liability; and the 
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balance of the money beyond the four million odd that was available from that 
source was raised by the issue of the bonds and preferred stock of the new com- 
pany, making a total of seventeen million. 

The CHairMAN: ‘That is, something over eighteen million was actually 
raised. 

Mr, Lasu: No, the company had some assets and they sold these to Mr. 
Burns for four million cash, and in addition to that there was this twelve million 
nine hundred that was raised, making approximately the seventeen million that 
is required to pay for this. 

The Witness: Might I just observe that I think what you are driving at is 
this: the new company started off after this financing was completed with liquid 
assets of $4,393,000 as against $4,366,000 which this memorandum required—I 
think that is what you mean, what other monies did they have on hand on the 
completion of financing. 

Mr. SoMMERVILLE: I want to know what they had on hand. 


The Wirness: $4,393,000 net, of liquid assets after the completion of the 
financing. 


By the Chairman: 

Q. As a matter of fact, Mr. White, after you got through with the complete 
refinancing of the new company, which now takes the place of the old P. Burns 
Company, it had no additional cash available for the purposes of the company? 
—A. It had practically the same net liquid assets as the old company to start 
them with. 

Q. Virtually, the same liquid position?—A. Exactly. 


By Mr. Sommerville: 


Q. The old company had net liquid assets amounting to $4.,365,339?—A. The 
old company, yes. 

. And the new company started with net liquid assets of —?—A. $4,393,000. 

Q. And the new company started with outstanding senior obligations of 
some fourteen million?—A. Thirteen million nine hundred thousand. 

Q. For which they received twelve million nine hundred in cash?—A. Right, 

Q. And the Dominion Securities received a million dollars? 

Mr. Lasu: Oh, no. 

Mr. Sommervitie: They had the securities for a million dollars less than—? 

Mr. Lasu: Less than their par value. : 

Mr. Sommervitte: Less than their par value, yes. And that amount would 
be one million dollars and that would cover the expenses of handling and broker- 
age commission to the Dominion Securities in selling the securities. 

The Witness: That was our gross spread, 


Mr. SomMeERvILLE: Gross spread, yes. And the net result was then that they 
started out with increased charges or obligation, whatever you wish to call them, 
of $325,000. Now, perhaps you will just finish the statement. 


By the Chairman: 


Q. It seems to me, Mr. White, that there was what you might call, “much 
ado about nothing,” wasn’t there?—A. How do you mean, sir. 

Q. I simply mean this: after all of this marvellous refinancing and recon- 
structing of the company, the company is not only in no better position to start 
anew, but with much heavier obligations, and in a much weakened operat- 
ing position, as far as the financing operation is concerned?—A. Yes, sir, if you 
want to put it that way. 
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By Mr. Sommerville: 

Q. And with four million dollars less assets?—A. Is that the case, I don’t 
think so. 

Mr. LasH: Cash went in for those; no, no. 

The CHAIRMAN: They were washed out. 

Mr. Hears: Were not those in the original books in the appraisal of the old 
company? | 

Mr. SOMMERVILLE: Yes. 

Mr. Kennepy (Winnipeg): They were paid for in cash. 


By Mr. Sommerville: 

Q. They were paid for in cash. Then, a lot of these bonds were taken up 
by the old bond holders, were they not, Mr. White?—A. That, I cannot say, sir. 

Q. I mean, there was an offering?—A. Naturally they would be offered the 
new security. We have had clients on our books holding Burns Securities for 20 

ears. 
a Q. And the net result was that the bondholders who took the new bonds 
over gave up 64 per cent first mortgage bonds of three million dollars and took 
54 per cent first mortgage bonds on the same assets or fewer assets to the extent 
of seven million. 

Mr. LasuH: That is hardly fair, they sold their old bonds and received cash 
for them. What they did with the cash afterwards was their own business. 

Mr. SomMERVILLE: I say, if they bought bonds of the new company. 

Mr. Lasu: There would be the difference between the premium—an addi- 
tional amount if they took the same par value. 

Mr. SomMeErVILLE: Perhaps you had better put it this way, the bondholders 
of the old company had three million dollars worth of bonds on the securities 
and assets of the old company. 

Mr. Lasu: Right. 

Mr. SomMervitte: And the new bondholders had seven million dollars 
worth of bonds. 

Mr. Iusutny: On four million dollars less assets. 

Mr. LasH: No, on the same amount of assets. 

Mr. Iustny: How do you make that out? 


Mr. Lasu: Because the cash went into the old company. It paid off the old 
bondholders. 


Mr. Iustny: May be that is right; but there were ranches and buildings and 
all sorts of things. 

Mr. Lasu: Instead of that, many of these assets had continuous losses— 
there was one item of $40,000 for taxes— 

Mr. Iusutey: But still, they were assets. 

Mr. LasH: Those assets went out, and they were replaced by cash which is 
a pretty good asset. 

Mr. Kennepy (Winnipeg): If you can hold it. 

Mr. SomMMERVILLE: Then, the preferred shareholders of the new company, 
which took preferred shares, or all of them, would get 6 per cent preferred stock 
instead of 7 per cent preferred stock in the old company; and they would get 
$6,900,000 of preferred shares instead of $3,900,000. And they would get these 
shares subject to existing mortgages of $7,000,000 in the new company, as against 
$3,000,000 in the old company—that is about the net position. 

Mr. LasH: Practically. 
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By Mr. Sommerville: 


Q. Now, how is the company doing, Mr. White?—A. I have not the figures 
before me. They have had a vast improvement the last—their earnings, they 
started to turn about eight months ago or ten months ago. | 

Q. And what has been the reorganization that took place?—A. I am sorry, 
I have not those details here; in substance—- | 

Q. We have the last balance sheet in the auditor’s report? 


By Mr. Kennedy (Peace River): 


Q. Was the control in connection with this reorganization in the hands of 
the bondholders and the shareholders?—A. Not at the time. 

Q. Or, was the control in the hands of the management?—A. The control 
was in the management, vested in their management. shares, which were used for 
the sole purpose of appointed directors, who in turn appointed managers. | 

Q. I notice the evidence here says, we are advised that the bondholders an 
the shareholders have recently approved the reorganization?—A. Yes. 

Q. It was approved after it was done, is that it? The reorganization was 
carried through by this management control first and then submitted?—A. No, 
no. 

Q. What is the meaning of it?—A. There was a bondholders’ committee, of 
which one of the officials of the Mutual Life was the Chairman, and there were 
other members—I have just forgotten who they were. 

Q. Members of the bondholders’ committee?—A. Yes. 

Q. And the whole thing was worked out by them in conjunction with—?— 
A. With representatives of the preferred shareholders, and approved at a meeting 
of the bondholders and preferred shareholders. I think at the preferred share- 
holders’ meeting there were some 238,000. Only 200 shares voted against it at 
the bondholders’ meeting. It was approved by the Superior Court of the Prov- 
ince of Alberta some three or four weeks ago. 


By Mr. Sommerville: 


@. And, what is the re-organization that did take place then; can you 
explain it?—A. I am sorry, Mr. Sommerville; I did not know I was going to be 
asked that. But in substance, the bonds remain the same as they were under 
this plan; with, I think, 3 per cent guaranteed, and then the balance of 24 per 
cent or something like that as an income bond; and that the preferred share- 
holders own now some 95 per cent of the company, subject to these bonds. 

Q. And have the preferred shareholders now voting rights, or are they 
vested entirely in the common stock still?—A. This bondholders’ committee 
like the idea of management preferred shares. There are five of these, and I 
understand that of these three were issued to the nominees of the bondholders’ 
committee, and the others to the nominees of the holders of the preference and 
common shares. So that in the sense of having the right to nominate the 
holders of these shares, the preferred shareholders and the bondholders control 
the company. 

Mr. Kennepy (Peace River): And took a sacrifice. 


Mr. SomMERvVILLE: Mr. White says that the bondholders now appoint three 
nominees to the management control, and the preferred shareholders nominate 
two, making five. 

Mr. LasuH: I think that is correct. It may possibly be that there are still 
only three. 

The Witness: That is all a matter of record. I am sorry I have not got 
it here. 
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By Mr. Sommerville: 

Q. At any rate, the bondholders and the preferred shareholders together 
make the nominations for management control?—A. Right. 

Q. Now, of the bonds, the Dominion Securities still hold a substantial 
quantity?—A. We have no bonds, Mr. Sommerville. We have something less 
than six thousand shares of preferred; we are the largest holders of preferred. 

Q. Six thousand out of sixty-nine thousand?—A. Yes, sir, they stand in our 
books I think at 89. 

Q. Yes, and then the auditor reports to us that as a result of the new 
financing—at least, there is the balance sheet—the auditor says, “We are 
advised that the bondholders and shareholders have recently approved the re- 
organization which will result in the cancellation of approved bond interest 
amounting to $774,457.30 and in a reduction of the capital stock by $4,299,300. 
This amount will be distributed as follows: reduction in the book value of: in- 
vestments in subsidiary companies $765,068.87; other investments $146,198.28; 
the elimination of deficit $1,109,826.97, less bond issues of $774,457.30, leaving a 
deficit of $335,369.67; increase in reserve for depreciation $2,516,634.07; and 
reserved for contingencies $536,029.11; or a reduction in the status value of the 
capital stock of $4,299,300. Can you tell me which of the holders of which 
security took the sacrifices that were necessary to bring about this reduction 
of $4,399,000?—A. The bondholders cancelled interest of $774,000 according to 
this statement. 

Q. That would leave about $3,500,000 still to be taken care of by some- 
body?—A. By the preferred. 

Q. That would be taken care of by the preferred. What happened to the 
common stock? 


Mr. Lasu: Reserve for contingencies, that is included in there and increase 
in reserves for depreciation. Those things are just book figures. They have 
exactly what they had before, and on the question of this set-up I cannot see 
that these people have lost that. The preferred shareholders now have got, I 
think I am safe in saying, practically 98 per cent of the ownership of the 
business subject to the bonds. They had before merely their preferred stock 
and the ownership of the business went to the common shares. The common 
shareholders have, in effect, given up everything except about 2 per cent of 
the equity, and the balance goes to the preferred shareholders; so that they 
own a great deal more than they ever did in the operation of a going concern. 

Mr. SOMMERVILLE: Have they voting rights? 


Mr. Las: ‘Through these management preferred shares now they have 
the right to nominate. 

Mr. SomMeERVILLE: The preferred shareholders do not vote in the meeting 
of the company; the common shares still do all the voting? 

Mr. Lasu: No, the management— 

Mr. SoMMERVILLE: The management preferred shares would be the only 
voting shares? 

Mr. LasH: For the purpose of electing and removing directors. On any 
other matters—I do not know the exact details—but on other matters the 
preferred and common shareholders I think both have the right to vote now. 


By the Chairman: 

Q. I notice in this balance sheet, January 1, 1934, the depreciation account 
has been restored to $5,000,000. That pretty well accounts for the difference 
between the book value of the old company and the new replacement value of 
the appraisal company ?—A. It probably would the last four years. 
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By Mr, Kennedy (Winnipeg): 

Q. Have preferred shareholders the right to vote irrespective of whether or 
not the dividend on preferred stock is in default? 

Mr. LasH: I think they still have no right to vote except that they 
nominate the holder of the management preferred shares who represents them 
in the appointment of directors, so that in this case they vote for directors by 
huminating a man who has the right to vote. It is nearly as bad as the 
presidential election in the United States. 

Mr. KenNepy (Winnipeg): If the dividends on preferred stock are in 
default they have the right to vote? 

Mr. Lasu: I do not know. I do not know whether they have or not, or 
whether that has been modified in this reorganization. 

Mr. KENNEDY (Winnipeg): Have you any reason to believe it has been 
modified? 

Mr. LasH: I just don’t know. — 

Mr. SOMMERVILLE: These six annual reports from 1928 to 1933 will be filed. 

(Annual reports, 1928-33 filed, marked Exhibit 209.) 

(Prospectus $6,900,000, Burns Co., Ltd., filed, marked Exhibit 210.) 

Mr. SoMMERVILLE: Will you be good enough to let us have a prospectus 
for the issue of the bonds. 

(Prospectus for bond issue filed, marked Exhibit 211.) 

Is there anything else you want to say in connection with this reorganization? 


The Wirness: Nothing. 
Witness retired. 


The committee adjourned to meet at 3.30 p.m. 


—_—____— 


AFTERNOON SITTING 
The committee resumed at 3.30 P.M. 


The Cuarrman: Gentlemen, we have a pretty hard day before us. As far 
as I know, there is nothing more regarding the Burns’ matter we wish to take 
up, and if there is nothing more the committee wants to ask, we shall continue 
with the presentation of a brief by Mr. Sparks on behalf of the Canadian Phar-- 
maceutical Association. May I make this observation; a very carefully prepared 
brief will be presented, and I think if the committee is agreeable, we should 
allow the brief to be put on the record as complete as possible, and reserve our 
questions as far as reasonable until later. I am not objecting at all to ques- 
tions, but the committee have been so courteous in the past, and it is in order to 
facilitate the business of the committee I make that suggestion. | 


Mr. Parry: Mr. Chairman, there are five representatives of the Pharma- 
ceutical Association appearing here, as follows: H. D. Campbell, Montreal, 
President, Canadian Pharmaceutical Association; A. J. Wilkinson, Windsor, Ont., 
Chairman of the Council, Canadian Pharmaceutical Association; A. F. LaRose, 
Montreal, Immediate Past President, Canadian Pharmaceutical Association; C, 
G. Whebby, Toronto, Pharmacist, former President, Proprietory Articles Trade 
Association; Dr. R. B. J. Stanbury, Secretary, Canadian Pharmaceutical Asso- 
ciation. It has been requested that Mr. Wilkinson be allowed to make a very 
brief statement, before Mr. Sparks, who is counsel for the group and their 
representative here, makes his representations to the committee. 
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Mr. ArtHur J. WILKINSON, called and sworn. 


By Mr. Parry: 


Q. You are the chairman of the council of the Canadian Pharmaceutical 
Association?—A. I am. 

Q. I understand that you want to address a few remarks to the committee 
before Mr. Sparks proceeds with his presentation?—A. Thank you. 

Mr. Chairman and gentlemen of the committee, I thank you very much for 
giving me this opportunity to say a few words on behalf of the druggists of 
Canada. What I have to say will be very very brief, as it is simply an introduc- 
tion to the arguments that Mr. Sparks has prepared. 

On behalf of the Canadian Pharmaceutical Association, Inc., which includes 
every registered druggist in Canada, we wish to present certain facts concerning 
the problems of distribution of proprietary articles and patent medicines. In 
this regard, there is probably no class of business in which predatory price cut- 
ting is more prevalent. 

In 1927 the situation had become so acute that retail and wholesale drug- 
gists together with manufacturers of proprietary articles and patent medicines 
organized an association known as the Proprietary Articles Trade Association, 
and instituted a system of price maintenance. Subsequently this Association 
was the subject of investigation by a Commissioner appointed under the Com- 
bines Investigation Act, as a result of which the Proprietary Articles Trade Asso- 
ciation was dissolved. 

We wish at this time to lay before you conditions in regard to the retail 
drug business, and suggest to you that some method should be adopted of legal- 
izing a general system of price maintenance. Mr. R. P. Sparks has made a very 
intensive study of the whole problem of fixed resale price, and we have asked 
him to present a brief on our behalf. 

Before doing so, however, I would like to take this occasion on behalf of the 
retail drug trade to call your attention to the disastrous condition which exists 
amongst retail druggists, which we believe is largely due to unfair, unethical, 
and at times dishonest methods employed by the large distributors of proprietary 
or patent articles. The question has been raised at some of the earlier hearings 
before this Committee as to whether the present price-cutting conditions was 
due to the depression or whether it was a method of merchandising which had 
been developed earlier. Evidence will be submitted showing that these condi- 
tions have existed in the drug trade for many years. 

Might I take this occasion to point out that the drug store occupies a unique 
position in the retail field. The independent druggist is more than a merchant. 
He has had to take a long university training. His place of business is usually 
open from early in the morning to late at night. He gives a more personal ser- 
vice than most classes of distributors. When an investigation into drug mer- 
chandising was held in 1927 by Mr. L. V. O’Connor acting as Commissioner, 
under the Combines Investigation Act, Commissionner O’Connor made this 
reference to the retail druggist: 


Apart from the professional side of his business, the retail druggist 
performs very important service in the community. His place of business 
is open for possibly a longer period of time daily than that of any other 
line. He is looked upon as a general information bureau, and he attempts 
to devise divers ways and means to accommodate and meet the whims of 
the consumer. Before he is entitled to practise as a pharmacist he must 
take up a very intensive and costly course of study. There are also many 
obligations imposed upon and hazards assumed by the retail druggist in 
the practice of his profession. Not only must he keep in mind the provi- 
sions of the Pharmacy Act, but he must be ever alive to the provisions of 
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such legislation as the Opium and Narcotic Drug Act and the Proprietary 
or Patent Medicine Act. The duty is also imposed on the retail druggist 
to check up prescriptions handed to him by the physician so as to make 
certain that no injury will result to the consumer. Truly, it may be said 
that the retail druggist is a health station in every locality. 


Evidence will be laid before the Committee which will demonstrate that 
the independent retail druggist is a very efficient distributor, who is rendering 
a service of great importance to the community, and we trust your Committee 
will find ways and means of enabling him to continue to perform that service. 

As evidence of the deplorable financial condition of independent retail drug- 
gists throughout Canada, we submit herewith figures received by the Canadian 
Pharmaceutical Association, from The National Drug and Chemical Company 
Limited, and other sources. 

The following figures are from reports received from the National Drug 
and Chemical Company in regard to a number of druggists whose credit stand- 
ings are so unsatisfactory that they must purchase on a C.O.D. basis:— 

Total number of Drug Stores on 


Province Drug Stores C.O.D. basis 
Quebec RUGS TERY IOP ae Ot Be 564 72 
Qutdriascd + . vie meattoaaaisn ..aetacastsere gare 464 143 
Néw “Drums witky.: 2 kon «let ie ae ene Ok ee pe 22 
Whanaitabats. bpp ea te bMS MEERA, 25 MA | Soe 238 69 
Hnskatchewants. vie ee i s).2 988 1G. Lee 410 197 
Apert ss toe, LTE SARs) tages fe ReaD 277 48 
British: Columbia i034 : 271 48 


The Might Directories Limited, who prepare a mailing list for commercial 
use, list only 927 “ responsible” druggists in Ontario. There are 1,500 druggists 
in Ontario. 

The President of Casgrain & Charbonneau, Wholesale Druggists, Montreal, 
reports that thirty-one per cent of the retail druggists in the Province of Quebec 
are on a C.O.D basis. 

The Secretary of the Nova Scotia Pharmaceutical Association reports that 
twenty per cent of the retail druggists in Nova Scotia are on a C.O.D. basis. 

It is reasonable to assume that a retail merchant who is on a C.O.D. basis 
with his suppliers is making a very poor living, and probably has lost a part or 
all of his capital. It is, of course, true that the financial condition of some of 
these druggists may be due to other causes than cutthroat competition. We 
submit, however, that the general cause is predatory price-cutting by the large 
corporate distributor against whose tactics the independent druggist, regardless of 
his ability or efficiency, is unable to compete.” 

With these few preliminary remarks, I will ask Mr. Sparks to present the 
general case on behalf of the Canadian Pharmaceutical Association. 


By Mr. Kennedy (Winnipeg): 

@. Just before you retire, there is one point I should like to clear up. I 
understand that every registered druggist in Canada is a member of the Canadian 
Pharmaceutical association?—A. Just so. 

Q. Is it compulsory?—A. The Canadian Pharmaceutical association is really 
a federation of the provincial pharmaceutical association, and as each druggist 
must of necessity be licensed by his provincial government, then he automatically 
becomes a member of the Canadian Pharmaceutical Association because there is 
a per capita tax collected from the province. 

Q. By statute?—A. No, voluntary. The license fee from the druggist to his 
provincial body is statutory; the per capita tax is optional with the provincial 
bodies. 

(. Would there be anything to prevent a duly licensed druggist in any prov- 
ince—it is absolutely necessary that he be a member of the provincial phar- 
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maceutical association? —A. Yes, he cannot become—he cannot procure a license 
to practise pharmacy, without having paid his fee to the province. 


Mr. Parry: He is licensed by what body? 
The Witness: By the provincial body. 


By Mr. Kennedy (Winnipeg): 


Q. By being licensed by the provincial body he becomes a member of the 
pharmaceutical association?—A. Yes. 


Mr. R. P. Sparks: Called and sworn. 


By Mr. Parry: 


Q. I do not think you need any introduction to an Ottawa audience. You 
have prepared a very comprehensive brief on your representations. Will you just 
proceed? 

“A Our purpose in appearing before your Committee is to submit evidence 
in support of the principle of price maintenance, or the fixing of a resale price by 
manufacturers of proprietary articles or patent medicines sold under an adver- 
tised brand, and to suggest an amendment to the Combines Investigation Act 
which will make legal agreements between manufacturers, wholesalers, and 
retailers for this purpose. This proposal goes to the very root of the problem 
of price spreads which is now before the Committee. 

We might point out at the outset that price maintenance as we suggest it 
is not an American experiment, but is a British experience. We will show 
that: 

1. Consumers as a whole are not benefited by price cutting. 

2. That the independent druggist is a more efficient distributor than the chain 
store or departmental store, and is being unfairly discriminated against under 
the present methods of distribution 

3. That price maintenance or a fixed resale price is beneficial to manufac- 
turers, wholesalers, retailers and consumers. 

4, That the Combines Investigation Act was used in the case of the drug 
trade to encourage monopoly in distribution, not to prevent it. 

It appears desirable that at the outset we should establish that price- 
cutting is prevalent in this business. It will be unnecessary to go at great length 
into this phase of the problem, as the Committee is now doubtless fully con- 
vinced that the sale of loss leaders constitutes one of the principal methods by 
which chain stores and departmental stores promote the sale of goods. In order 
that our case be complete, however, we have prepared a number of exhibits 
representing advertisements appearing in each of the provinces of Canada. These 
exhibits include a copy of the advertisement to which is attached a memorandum 
showing the number of lines taken from each advertisement with the advertised 
price and the cost price as sold by wholesalers at their regular list. 

Out of a total of 142 articles advertised, 104 or 73 per cent of the total were 
advertised below the wholesaler’s regular list price, while 38 or 27 per cent of 
the total were advertised at slightly above regular wholesaler’s list price. The 
104 articles advertised below cost average 12 per cent less than the wholesaler’s 
list price, the 38 articles advertised at above cost average 6 per cent above 
wholesaler’s list price.” 

These are the exhibits, and on each one is a notation of the articles ad- 
vertised. 

The CuHarrMAN: Exhibit 212. 

List of articles advertised with notations, filed and marked exhibit 212. 


The Witness: They represent eight out of nine provinces. 
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Mr. Parry: There are various firms. I notice the T. Eaton company in the 
“Leader Post” of Regina and other firms handling products throughout Canada. 

“We wish to put before you particularly the influence on distribution of the 
chain drug store. While predatory price cutting is a feature of departmental 
store and mail order distribution, these agencies more or less willingly accepted 
the principle of price maintenance on proprietary articles when it was put into 
effect some years ago. Price maintenance, however, was bitterly opposed by the 
largest chain store organizations in Canada, and for these reasons we will deal 
particularly with the competition between the chain store and the independent 
retail druggist.” , 


By Mr. Ilsley: 

Q. You made a statement that price maintenance was bitterly opposed by, 
did you say, two of the main chain store organizations in Canada?—A. One of 
the largest, the largest, I think, 

Q. What form did their opposition take; who were they?—A. It was 
Tamblyn’s, Limited, of Toronto, It took the form of public advertising, 
denouncing the organization of the Proprietary Trade Association. Finally it 
went to the extent of asking for an investigation under the Combines Investiga- 
tion Act, Tamblyn’s Limited stated publicly that they were the applicants for 
the investigation. 

Q. That was the opposition to which you referred?—A. Yes. 

Q. Were there any others?—A. No; so far as I know, the others accepted, 
as I have said, more or less willingly. 

Q. They have a chain of drug stores?—A. Yes; they are operating 56 drug 
stores. 

Q. In Ontario?—A. At the present time. 

Q. In Ontario alone?—A. Practically all in Ontario. 


By Mr. Parry: 

Q. Did not Tamblyn’s also bring a civil action, Mr. Sparks?—A. Yes. 

@. What happened to it?—A. Nothing happened to the civil action; they 
went ahead with the investigation of the P.A.T.A. 

Q. The action was dropped—A. Yes. 

“The development of chain stores during the past thirty years has been 
most rapid in two particular fields of distribution; that is, groceries and drugs. 
The full effect of chain store operations in a general way can perhaps be better 
studied by observing its effect upon the drug trade than in any other branch of 
business. There is no business in which predatory price cutting is more prevalent 
and more destructive than the sale of proprietary articles and patent medicines. 
Price cutting when carried to the extent of selling goods at cost or less is done 
for one purpose only, and that is to attract buyers to the pricecutter’s store in 
the hope or expectation that they will buy something upon which there is an 
exorbitant profit. Obviously the pricecutter does not cut prices in the interest 
of the buyer. His motive must be self-interest. If price cutting is to be profit- 
able to him he must sell his customers goods on which there is a normal profit, 
but he must do more than that. He must make an abnormal profit on some 
goods in order to compensate for the goods which he has sold at a loss. That 
such is the case was well established when an inquiry was held into the drug 
store business in 1927. 

The application for an inquiry under the Combines Investigation Act, with 
which we will deal later, was made by Mr. G. Tamblyn, at that time in control 
of a chain of drug stores known as G. Tamblyn Limited. Tamblyn’s sold a full 
line of standard proprietary articles, and also sold goods under three different 
private brands, known as: ‘Santax,’ ‘ Revery,’ and ‘ Tamblyn’s.’ During the 
inquiry Mr. Gordon Tamblyn, President of the Company, gave evidence.” 
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Now, I have prepared copies of some statistical matter which I am going to 
refer to. 1 have one for each member of the committee, which I think will facili- 
tate getting it clearly. The first three tables are submitted for the purpose of 
showing that the price cutter does what we have just said, gets an exorbitant 
profit on some things to make up for the things on which he takes a loss. 

This first statement shows the mark-ups on private brands of G. Tamblyn, 
Limited, and it is all taken from sworn evidence. You will note in the first 
column there is the line of goods, the next is the page—that means the page in 
the sworn evidence at the investigation. Then there is the unit cost price, the 
‘regular selling price. 


By Mr. Parry: 

Q. You referred to the investigation, Mr. Sparks. You mean the investiga- 
tion by the commissioner under the Combines Investigation Act,—which is very 
comprehensive,—held in 1927, which established or revealed these cost prices, 
irregular selling prices and figures that are produced here?—A. Yes. 

Mr. Kennepy (Peace River): This report has been made public, has it? 

Mr. Parry: Yes. 

The Witness: The report has been made public. The evidence has not been 
made public. 


By Mr. Kennedy (Peace River): 

Q. This is taken from the evidence?—A. Yes. 

Q. Should we not have the evidence here, if we are going to deal with it? 

The CuairMAN: You can get it if you want to, I imagine. 

i Wirness: I have given the page in the evidence, as evidence of good 
aith. 

Mr. Kennepy (Peace River): I am not saying anything about that. 

Mr. Parry: The report itself will be tabled, with the proceedings. 

Mr. Kennepy (Peace River): There are always two sides to it. 

The Wirness: These statistical tables are, I think, correct, so there would 
not be two sides. 

Mr. Kennepy (Peace River): I can understand that. 

The Witness: You will notice that we made an average at the bottom, and 
that on the first, on these Santax goods, at the regular price they made a profit 
of 123 per cent on cost; and when they sold them at low prices, cut prices, they 
made an average of 56 per cent on cost. 


By Mr. Parry: 

Q. Were these standard products frequently sold at these low selling prices 
to which you have referred?—A. The standard products were very frequently 
sold at low prices; but the private brands were very rarely sold at low prices, 
only a day once in a while. So that, if these were weighted, you would find it 
would be: very much higher than the averages we have given. Now, the second 
one is another private brand called “Revery.” 


By the Chairman: 
Q. Wait a minute. You have now referred to Table No. 1?—A. Yes. 
The CHAIRMAN: We will have these tables inserted in the evidence at this 
point. 
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TABLE No. 1 


STATEMENT SHOWING Marx-Urps on Private BRANDS, or G. TAMBLYN Liuitep, CuHaiIn Drua Srorz, 
Toronto, In 1927. (Sree P.A.T.A. EvipEncr) | 


oe ee eeee—-«qQCoosssooaoamawanaaowoeoeoeoeoeoe"*"=_=_oaooe 


Cost Reg. Per cent Lowest Per cent 
Line of Goods (Page) Price per Selling Mark-up Sale Mark-up 
Unit Price on Cost Price on Cost 
cts $ cts % cts % 
Santax Health Salts.......... (1436) 15 .50 233 ~ ae 120 
Mantax Bat Soap.. «is se.so. (1488) i alts Ihe 3 for 25 18 
Santax Cocosnut Oil... (1438) 14 .50 257 29 107 
Santax Shave Cream......... (1442) 21 .35 663 2a 9-5 
Santax Shave Stick........... (1444) 16 30 118 19 18 
Santax Tooth Paste.......... (1446) 13 £25 91 18 38 
Santax Tooth Powder.........| (1447) 4 .25 160 9 —6 
Santax Emulsion of Cod Liver 
Oiiyt Slepe Sean. Bates (1506) 43 1.00 124 77 ; 72 
Santax Massage Cream....... (1441) 13 ay) 91 |No Cut Price Given 
ic POET FAA RN ting 6) eek 264 .50 90 : * 


OUTAGE: Se. Gee (1506) 233 .50 124 < y 


On Regular Price On Lowest Sale Price 
Average Mark-up on Santax Line........... 123% on Cost 56% on Cost 


Tt will be observed that the lowest mark-up of any of the eleven lines quoted 
was 663 per cent advance on cost, and the highest mark-up was 257 per cent 
advance on cost, or an average mark-up on the whole Santax line when sold at 
regular prices of 123 per cent on cost. Even when these were offered for special 
sales at cut prices the average mark-up was 56 per cent on cost. 


TABLE No. 2 


STATEMENT SHOWING Mark-Urs On Private BRANDS or G. TamBiyn Limirep, Cuain Drua Srorz, 
ToRONTO, IN 1927. (Sun P.A.T.A. EVIDENCE) 


NEE, i 


Cost Reg. Per cent Lowest Per cent 

Line of Goods Page Price per Selling Mark-up Sale Mark-up 

Unit Price on Cost Price on Cost 

cts $= ets % cts % 

Revery Tooth Paste..........] (1465) 13 (25 92 |18c. 2 for 25e 27 
Revery Hair Tonic........... (1468) 32 .50 57 39 22 
Kid on hhees sae ¥ 63 1.00 43 79 25 
Revery Cold Cream.......... (1470) 22 .50 129 25 14 
Revery Brilliantine (Liquid).| (1773) 152 eh 122 23 46 
Revery Brilliantine (Solid)..| (1474) 264 .50 90 32 22 
Revery Face Powder......... (1474) 314 1.00 27 63 100 
Revery Perfume.............. (1475) 152 225 60 15 —5 
Revery Peroxide Cream...... (1476) 26% .50 90 37 41 
Revery Talcum............... (1476) 314 .50 | 60 33 5 


On Regular Price On Lowest Sale Price 
Average Mark-up on Revery Line.......... 86% 27% 


In regard to the “Revery” line, the lowest mark-up on cost when sold at 
regular price was 43 per cent, and the highest 217 per cent, or an average mark-up 
of 86 per cent on cost. When these lines were offered at cut prices the average 
mark-up was 27 per cent on cost. 
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TABLE No. 3 


StaTeEMENT SHOWING MarxK-Ups oN Private Branps, or G. TaAmMBiyn Limrtrep, CHAIN DruaG Srore, 
Toronto, IN 1927. (Sez P.A.T.A. EvipENCE) 


Cost Reg. Per cent Lowest Per cent 
List of Goods (Page) Price Selling Mark-up Sale Mark-up 
per Unit Price on Cost Price on Cost 
cts $ 36 ets % cts % 
Tamblyn Blood Purifier....| (1486) 355 1.00 182 69 95 
Tamblyn’s Carbolic Oint- 

SNOWSN Ne ice: a te PR aia Pe (1488) 113 WAS 119 .|18c. 2 for 33c. 43 
Tamblyn’s Catarrh Balm..| (1488) 192 .50 154 29 47 
Tamblyn’s Celery Nerve 

Mee a AMEE. ce ona ote (1489) 273 .50 81 33 20 
Tamblyn’s Celery Nerve 

Ti eee, See eee eee (1489) 51 1.00 95 63 23 
Tamblyn’s Children’s 

CoucheSyrmGigi10). . 7 (1490) 114 20 119 18c. 2 for 338c. 43 
Tamblyn’s Corn Remedy..| (1491) 10 125 150 No Cut Price Given 
Tamblyn’s Dyspepsia Tab- 

BOGGS oe, oe TR ee Oe ores (1492) 13 .20 91 19 45 
Tamblyn’s Dyspepsia Tab- , 

LOUSHET Oe eee Sree (1493) 213 .50 146 39 92 
Tamblyn’s Excema Oint- 

Micntews. a tpedeet + ar 6h (1493) 114 .50 344 29 158 
Tamblyn’s Emulsion....... (1493) 193 .50 155 34 74 

ss Cai tras. (1493) 34 1.00 193 67 96 
On Regular Price On Lowest Sale Price 
Average Mark-up on Tamblyn’s Line................... 145% on cost 76% 


Table No. 3 shows the same figures for the Tamblyn line, on which the lowest 
mark-up was 81 per cent and the highest 344 per cent or an average when sold 
at regular prices of 145 per cent on cost. Even when sold at cut prices the 
Tamblyn line showed an average mark-up of 76 per cent on cost. 


TABLE No. 4 


Statement SHow1InG MARK-uPS ON STANDARD Branps or G. TamBiyn Limited, CHAIN DruG StTorz, 
Toronto, IN 1927. (Sse P.A.T.A. EVIDENCE) 


Cost Reg. Per cent Lowest Per cent 
List of Goods (Page) Price Selling Mark-up Selling Mark-up 
per Unit Price Price 
cts cts % cts % 
Eno’s Fruit Salts......... (1456) 70% 79 13 67 
2 for $1 — 29% loss 
Scott’s Emulsion......... (1496) 31 45 22 39 5 
*~ tee: EAE oe (1496) 744 85 14 73 or 74¢ 
Baby’s Own Soap........ (1523) 7 3 for 24c. 12 3 for 19c. —12% loss 
Baby’s Own Tablets..... (1524) 143 |16c. 3 for 45c. 5 |14c. 3 for 40c.| — 6% loss 
Benger’s Food............ (1524) 574 59 3 49 —14% loss 
‘Blopdemane «eit sh viask (1525) 553 79 42 69 24 
POV TRE cc PEE wnont hace: (1526) 16 25 56 18 12 
eee es Tiree scone tae te (1526) 273 40 45 29 5 


Average Mark-up on Regular Selling Price Average Mark-up on Lowest Selling Price 
21% on cost —3-3% Loss on Cost 


By the Chairman: 
Q. You are now referring to Table No. 2?—A. Yes. 
Q. One which contains material of the same character, showing another 
private brand of this company?—A. Yes, of this company. When selling this 
brand at the regular price, they made an average of 86 per cent profit. It 
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ran from 217 per cent down to 438 per cent; and even when sold at the lowest 
price, they made an average of 27 per cent on cost. Table No. 3 is another 
private branded line. 

Q. Of the same company?—A. Yes. 


By Mr, Kennedy (Peace River): 
Q. Is this Tamblyn’s own evidence?—A. Yes, this is his own evidence. 


Mr. Parry: I think you had better make a particularly clear distinction 
between proprietary brands and standard products. 


By the Chairman: 


Q. These are Tamblyn’s own proprietary brands, is that it?—A. Yes, The 
first is Santax Health Salts. Nobody but Tamblyn sells Santax Health Salts. 
Anybody sells Eno’s Fruit Salts and a number of other salts. In fact, the 
independent retailer must deal in some of these other commodities. But 
Tamblyn’s had a private brand of health salts. 


By Mr. Parry: 
Q. This would not be a nationally advertised product?—A. No. 
Q. And would not be subject to wholesale distribution at all?—A. No. It 
was made for Tamblyn and sold by nobody else. 
Q. Not comparable with any other product of another name, particularly? 
—A. No, it had no advertising value at all. There was no use cutting prices 
on this because there was no advertising value. It is his own brand. 


By Mr. Kennedy (Winnipeg): 


Q. Was the name protected?—A. Yes, I assume it would be protected. -I 
presume it would be. 


By the Chairman: 


Q. You are at Table No. 3 now?—A. At Table No. 3. This is another 
private brand; and you will notice these three private brands cover a large 
range of proprietary articles. They have something to offer to. replace many 
of the leading standard products. On Table No. 3 on the regular selling price, 
which was the price usually, they made 145 per cent ; then at the lowest selling 
price they made 76 per cent. 


By Mr. Kennedy (Peace River): 


Q. How would the lowest price be taken; is there a sale put on?—A. A 
sale put on. 

Q. Once in a while?—A. Advertised for one day. 

@. And the other was the standard price over a period?—A. Yes. 


By Mr. Parry: 


@. The price at which it was consistently sold?—A. The regular selling 
price he usually sold it at. But occasionally he marked it down. Now, the 
importance of these figures I have just given is revealed when we look at 
Table No. 4. This is a rather short list, but these were all the goods that 
happened to be mentioned in the evidence given by Mr. Tamblyn. These are 
standard products, Eno’s Fruit Salts, Scott’s Emulsion, Baby’s Own Soap, and 
Bovril. Now, you will notice the average mark-up at the regular selling price 
was 21 per cent on cost, and at the lowest selling price was 3-3 per cent less 
than cost. I think it would be safe to say that most of the time these goods 
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were sold at the special price, certainly to a very much larger extent than his 
own private brands. So it is a general picture of chain store methods. That 
is our submission, that this is their scheme of doing business. 

Q. The distinction being that they protect their products?—A. Yes. 

Q. And use it for a profit?—A. Yes. 

Q. But when it comes to a nationally advertised article, it is used to 
attract the trade that purchases these things?—A. Yes. They might and they 
could advertise Eno’s Fruit Salts for a particular day at 29 per cent less than 
it cost them; and they could on that day, 56 stores, have a very elaborate 
counter display of Santax Health Salts showing a profit of 233 per cent. Human 
nature being what it is, they might attract a customer’s attention, who came 
in for a bottle of Eno’s Fruit Salts, to very excellent salts which they put up 
themselves; and conceivably the customer might buy the 233 per cent whereas 
he came for something sold at 29 per cent loss. 


By Mr. Kennedy (Winnipeg) : 


Q. Would the price of their own be more or less than that of Eno’s?— 
A. Well, it would be a different quantity, a different package, a different type 
of thing altogether. 


By Mr. Parry: 


Q. Would that make much difference? If they were boosting the sale, it 
would not affect the idea, would it?—A. No, not at all. As a matter of fact, 
previous to this investigation, they paid salesmen a commission on sales of these 
private brands. That is, there was every evidence that they did want their 
salesmen to push the private brands as opposed to the standard brands. But 
they did use standard brand goods to get the customers into the store. That is 
the sum and substance of chain store methods. That is the way it is done. 


By Mr. Kennedy (Peace River) : 


Q. IT would like to ask one question, Mr. Sparks. I see the first article in 
Table No. 1 is Santax Health Salts, and on Table No. 4, Eno’s Fruit Salts. I 
notice that the cost price per unit of Santax Health Salts is 15 cents while Eno’s 
Fruit Salts in 704 cents, is it?—A. Well, that would be a different sized package, 
to begin with, Mr. Kennedy. Presumably Eno’s would be a better product: I 
don’t know. I don’t know who would say so. 


By Mr. Parry: 


Q. It would, at least, be a different product; put it that way?—A. Yes, 4 
different product, but one could be used in the place of another. Just dealing 
with these private brands, I think this is interesting, because it fits into the 
whole picture: 

In connection with the sale of goods under the brand of “ Revery ”, on the 
packages containing these preparations there was a signature of “Revery”, in 
script. The evidence given as to the use of this name was rather interesting. It 
was as follows:— , 

By Sir William Glyn-Jones (P.A.T.A. Evidence, Page 1461): 
Q. You put up a line of Revery Preparations?—A. Yes. 
Q. Who is Mr. Revery?—A. The same—I think he is a brother of 
Mr. Santax. 
Q. Is that his signature, Mr. Tamblyn?—A. That is Just a name, sir. 
Q. Just look at it—A. I don’t know—I don’t think there is any such 
party. 
$6332—167 


2588 SPECIAL COMMITTEE 


Q. No. 
Mr. McMaster: He is a fictitious person? 


By Sir William Glyn-Jones: 
Q. He is a fictitious person, Mr. McMaster suggests.—A. Yes. 


By Mr. Isley: 


Q. Who was Mr. McMaster acting for?—A. For the government. Then there 
was a statement by Sir William Glyn-Jones as follows:— 


Sir Witu1aM Guyn-Jonezs: I would like the Commissioner to see that. 
Here is “Revery Dental Cream for the Teeth and Gums—Revery, Per- 
fumer and Chemist”, and Mr. Revery appears to have signed it. There 
is his script. 

(A sample of Revery Dental Cream was filed, marked Exhibit B-43.) 

Sir WILLIAM GLyNn-JoneEs: I simply read that Mr. Revery purports to 
be a chemist and a perfumer and he purports apparently to have signed 
it. But there is his script. He is not only alive, but he writes a nice hand, 
sir—a nice signature, 


By Sir William Glyn-Jones (Page 1465-66) : 

@. Mr. Tamblyn, do you thing it is quite fair to the public to sell 
them a tooth paste which bears the name of a fictitious person, which 
describes the fictitious person as a perfumer and chemist, when no such 
person exists?—A. Oh, I think that is quite—quite common in the trade, 
yes. 

@. Good merchandising—A. Whether or not it is good merchandising 
it is for you to judge. I don’t pretend to be a good merchandiser. But I 
Say it is quite common in the trade. 


Q. Is it quite common? Are these signatures you see on the outside of 
bottles quite common?—A,. You see them only in chain stores or department 
store. You don’t see them in the retail trade druggist’s store, because he can’t 
do that sort of thing. He is not big enough. 

Q. I have seen quite a lot of them?—A. However, I don’t know whether it 
is quite common. The head of this chain store said it was quite common in 
their trade. In fact, I have another example here, rather an interesting one too. 
Tamblyn’s also sold a toothpaste under the name of “Dentomint”. Here are 
just a few sentences from the evidence, beginning with a question by Sir William 
Glyn-Jones:— 


By Sir William Glyn-Jones (Pages 1511-1512): . 

Q. But I see printed on this (package): “A scientific preparation. 
Besides being a splendid cleanser for the teeth, acts as an antiseptic to 
the whole mouth and is germicidal and purifying to the gums and tends 
to prevent pyorrhea. The Dentomint Company, New York, Toronto 
London.” What is the address of the Dentomint Company of New York, 
Mr. Tamblyn?—A. That is an error. That will have to be changed too; 
both that and the London. 

‘i “a There is no such company as the Dentomint Company, is there? 
—A. No. 

Q. And I suppose you supplied the material for the wording of the 
carton.—A, I don’t remember that we supplied that. I provided the name 
and I think the Corson Company provided the language on it, 

Mr. Parry: They didn’t say who supplied the address? 


The Witness: That is to say, a small manufacturer in Toronto made up 


the toothpaste and labelled it “The Dentomint Company, New York, Toronto 
and London.” 
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Q. Who is Corson?—A. He is a manufacturer, or was at that time; but 
since is out of business. 

Q. What is he doing now?—A. Well, I think he is with the packers, the 
Canada Packers. 


By Mr. Edwards: 
Q. In other words, he has graduated?—A. Yes, he has graduated. 


By the Chairman: 


Q. What is he doing there, putting up fertilizer Are they still in existence? 
—A. Who is that, Tamblyns? Oh, yes. 

Q. These mysterious, ghostly scripts or signatures?—-A. Oh, I imagine they 
have taken in “Revery” after that. 


By Mr. Kennedy (Peace River): 


Q. And Dentomint?—A. I should think they would take the address off 
Dentomint, yes, but I have no doubt they have replaced them with something 
else. 

By the Chairman: 


Q. The private brands are carried in the same way?—A. Yes. 
Mr. WiuK1nson: The “ Revery ” line is advertised in the same way. 
The CuarrMAN: The same script? 


Mr. Witkinson: I don’t know about the script, but the practices are the 
same. 
The CHAIRMAN: We can get that. 


Mr. Parry: Do you suggest that the sale of these products might have in- 
creased since the P.A.T.A. was put out of business? 

Mr. Wiuxinson: I don’t know. 

The CuHarrMAN: All right, Mr. Sparks, will you continue? 

The Witness: “During this inquiry the managers of the T. Eaton’s Com- 
pany’s drug departments at both Toronto and Winnipeg appeared before the 
Committee. Mr. Unsworth, the manager of Eaton’s drug department in Toronto 
testified (see page 4033) that the private brands sold under their own name 
carried an average mark-up of approximately 50 per cent, whereas he admitted 
selling standard brands as loss leaders at cost or less. A similar admission was 


made by C. A. Hunter, manager of Eaton’s drug department in Winnipeg (see 
page 3730).” 


By the Chairman: 

Q. That is, in this former inquiry?—A. The former inquiry, the same inquiry. 
I don’t want to put Mr. Tamblyn in the position of being the only ones that 
do it, because all the chain stores do it, and all of these large companies. They 
make private brands, or have private brands made for themselves, and they make 
huge profits on them, and they entice customers in by the sale of loss leaders. 
That is what we object to. 

“The condition indicated by these tables shows that the chain stores who 
have goods made under private brands make a regular practice of making up 
losses which they sustain by cutting prices on standard goods by getting ex- 
orbitant profits on goods under their own private brands. The general public 
have no means of determining the proper value of these private brand goods. 
That this is a general practice is well established by the inquiry made in the 
United States into chain store operations by the Federal Trade Commission. 

86332—1674 
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Some of the largest chains in Canada are controlled from the United States, 
and there is every reason to believe that conditions in this regard are the same. 

_ We beg to submit Table No. 5 showing the distribution of percentages of 
gross profits made on private and competing standard brand items in drug chains 
in the United States. This table appears in Senate Document No. 40. The first 
column shows the percentage of gross profit. The Federal Trade Commission 
had found that the operating expenses of drug chains in the United States was 
33°3 per cent. It will be noted in the last column that 54:3 per cent of the 
standard brand goods sold were sold at less mark-up than total cost including 
operating expenses. In contrast this table shows that slightly more than one-half 
of 1 per cent of private brand items were sold at below cost, in other words a net 
profit was made on more than 99 per cent of the private brand goods.” 


TABLE No.5 


DISTRIBUTION or PERCENTAGES oF GROSS PROFITS MADE ON Private AND Comprtina STANDARD 
Branp Items In Druc Cuartns on Marcu 30, 1929, In U.S.A. 


7 Federal Trade Commission Inquiry—Senate Document No. 40 
SS eee eee 


Competing Standard Brands 


Private Brand Items tems 


Percent of Gross Profit — 


Per cent Per cent Per cent Per peut 
of total cumulated Number of total cumulated 


Number 


(re So fiis #12 a 1 0-6 0-6 80 32-4 32-4 
200 tHSO TREE OLE a Oa} OLDE » 1 ES 0-6 23 9-3 41-7 
30% tO BBS Gel el Mey aan Or Be he dare Groene 0-6 31 12-6 54-3 
BOO 6 MOOD Bea ic ues 2 RN Rar RTE Lee: 0-6 32 13-0 67-3 
B07 tO 20 Ue aoe ee ae OUT: ce eee ae 0-6 24 9-7 77-0 
BOT BOA eee pol Co a She ae 10 6-0 6-6 36 14-6 91-6 
45% to 50%.... 9 5-4 12-0 8 3-2 94-8 
50% tO 55%) cw. 23 13-8 25-8 9 3-6 98-4 
55% to 60%..... 18 10-8 36-6 3 2 99-6 
00% 10 C75... 35 20-9 OPO 1 0-4 100-0 
65% and over...... 71 42-5 100-0 O Nees sreven ge! 100-0 
TOL A ae. Ee a ee to 167 £00 -O¢ has. BLL. 247 10070 7. Br... 


The cost of doing business in 1929 in the 118 drug chains which reported 
their operating expenses to the commission in detail was 33-3 per cent of their 
total net sales (preliminary figures). 


By Mr. Heaps: 

Q. When you mentioned operating expenses of drug stores, have you con- 
fined it purely to drugs?—A. No. i 

@. You don’t find many drugs in drug stores, do you?—A. Well, I have 
the percentages in the drug stores as they are operated in the United States. 

Q. That is on everything you find in a drug store; that costs 33-3 per 
cent?—A. Yes. 

Putting it in another way, 54 per cent of all the standard brands were 
sold at less than cost, and 99 per cent of all the private brands were sold at over 
COSt. 

Q. What is the reason for that?—A. The reason I have just given you, Mr. 
Heaps, that they use standard brands to attract customers to the store and then 
sell the private brands. 

Q. Is it possible that it costs them less to buy the private brands than the 
‘standard brands?—A. Well, I don’t know just what you mean, Mr. Heaps. 

Q. Well, supposing the T. Eaton Company make a bottle of medicine of 
their own make, it would not cost them as much to produce that bottle as to 


PRICE SPREADS AND MASS BUYING 2591 


buy a similar article of goods from a wholesaler-—A. I do not think I could 
answer any questions about the cost of these articles. As retailers we are con- 
cerned with the selling price. 

Q. It costs them as much to buy the bottle but you would expect them to 
sell it for less. 

The CHarrMAN: Of course, the point I understand Mr. Sparks is making 
at the moment is not the relative merits of two given articles, but rather that 
the practice is in certain lines to sell widely advertised proprietary brands to 
the public, the merits of which are known and not in question, at a low price, 
not infrequently below cost, whereas goods put up for themselves no matter 
what their cost may be are sold at a very wide margin of profit, 


By Mr. Heaps: | 


Q. Is that not due to the fact that on a proprietary article, nationally 
advertised by the wholesaler may be charged possibly too much to the retailer?— 
A. I do not think that is the reason, Mr. Heaps. After all you get about what 
you pay for. If you buy a cheap article the chances are that it did not cost 
as much as a high priced article 

Q. You know, Mr. Sparks, that the value of drugs, of the T. Eaton Com- 
pany, is very small compared with the price paid?—A. I would not say, Mr. 
Heaps. 

By Mr. Edwards: 
Q. You would not admit that, Mr. Sparks?—A. No. 
Q. You are only dealing with the system of distribution?—A. Yes. 


By Mr. Kennedy (Winnipeg): 

Q. Are you a druggist, Mr. Sparks?—A. No I am not a druggist, Mr. 
Kennedy. 

Q. You understand that where proprietary articles are sold at less than the 
wholesale cost you assume that the retailer will make up his loss by the larger 
profit on certain other articles?—A. Yes. 

Q. And might it not be that he would recoup himself for the loss on these 
high priced articles by increasing his volume of trade on other articles on the 
basis of exorbitant prices?—A. Well, but he does not sell his standard brands 
at a loss; he could not recoup himself by getting volume on them because the 
more he sold the more he would lose. 

Q: No no. Supposing he advertised Eno’s Fruit Salts at a price that is 
below the wholesale price, it attracts the public attention; they say: Well, here 
is a man selling drug supplies at a low price we will go in and buy. Well, if he 
loses on that article he might make it up on the volume of other articles which 
he sells which are not well known brands?—A. I think we have established that 
that is not the case. I think we have established that by sworn evidence, and 
as I pointed out they have found on enquiry in the United States that the 
standard brands of goods are universally sold at a low price, below cost, and 
99 per cent of the private brands are sold at a profit, I think at a very high 
percentage of profit, at 65 per cent or over; 42 per cent of all the private 
brand goods sold in the United States are sold at over 65 per cent profit, and 
I think that establishes what we say. 


By Mr. Heaps: 

Q. Gross profit?—A. That is gross profit, mark up, yes. That means 100 
per cent profit because they establish that the operating cost is 333 percent 
and then they show that 42 per cent of all their high priced goods are sold at 
100 per cent profit, and I think that establishes that they make it up in the 
way that we suggest. 
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By Mr. Kennedy (Winnipeg) : 


. Is 100 per cent profit an uncommon profit in the sale of drugs?—A. It 
certainly is in the retail drug sales. As a matter of fact, I am going to show 
later that the retail druggist is scarcely making a mechanics wages. 


By Mr. Edwards; 


@. Mr. Sparks, does not your argument sum up to this, that on the regular 
standard advertised lines, lines that are nationally advertised, they are used 
as bait to bring a customer into the store, and then by means of bonuses and SO 
forth the druggist’s own private lines are sold to the customer if at all possible? 
—A. I think that is correct. 

Q. Is not that the story, Mr, Sparks?—A. I think that is the story, Mr. 
Edwards. : 


By Mr. Heaps: 


Q. Well, take a bottle of fruit salts. The T. Eaton Company put up their 
own fruit salts. Can you say from your own knowledge that the fruit salts of 
the T. Eaton Company are inferior to Eno’s Fruit Salts?—A. I cannot express 
an opinion on that, but we know that the public have decided that Eno’s Fruit 
Salts have merit by buying them in tremendous quantities. The public decide 
these things, and the public decide whether or not they want a certain line 
of proprietary articles, and if they do then we know that they must have merit. 

Q. Suppose for arguments sake that they are both of equal quality, and 
suppose one sells for 75 cents and the other for 45 cents, what would you 
attribute that to?—A. Well, I cannot take your assumption that they are both 
of equal quality. 

Q. You cannot say that they are not?—A. No I cannot say that they are 


not. 
By Mr. Ilsley: 


Q. They are paying the advertising out of the 75 cent article?—A. Yes. 

Q. And it might possibly be that these standard articles are costing more 
than they ought to cost, because a druggist does spend a lot of money in adver- 
tising?—A. Yes, there is a lot of money spent in advertising. 

Q. And it might also be true that the purchaser who is buying a private 
brand at 100 per cent profit is getting just as good value as the purchaser who 
is buying a standard brand at no profit?—A. It is rather unlikely but it is 
conceivable. 


Mr. Iusury: I think that is Mr. Heaps’ point. 


By Mr. Kennedy (Peace River): 


@. Mr. Sparks, with regard to the average mark-up on regular selling 
price, Table No. 4, 21 per cent on cost, is that regarded by the drug trade 
generally as being a fair mark-up? A. No it is not, Mr. Kennedy. The next 
thing I say— 

Q. I mean in connection with this?—A. No, Mr. Kennedy. No druggist 
can operate on a 21 per cent mark-up, no chain store, or anybody else. 

Q. This is the average mark-up in Tamblyn’s store?—A. These were the 
average mark-ups in Tamblyn’s store. I am just coming to the question of 
mark-ups, Mr. ‘Kennedy. 

The CHarrMan: All right, Mr. Sparks. 

The Wirness: Now, Table No. 7— 


Mr. Parry: Are you putting in Table No. 6, Mr. Sparks? 
The Witness: Yes. 
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TABLE No. 6 


NuMBER OF DruG STorE CuHains Rerortinc HicuHer, Lower, oR SAME MARK-UPS ON PRIVATE 
BRANDS THAN ON STANDARD BRANDS IN U.S.A. 


Federal Trade Commission Inquiry—(U.S. Senate Document No. 142) 


Chains Stores 

Per cent 

—+ Per cent Number of Total 
Number of all operated operated by 

reporting | reporting on by chains all chains 

mark-ups reporting reporting 

Sinieher, Marlk-arp iis 210.8. BL sa. 45 63-4 1,109 89-8 
Pemie MACISG Dax aslsvsk se -Braclss dumoslex buts + 23 82-4 106 8-6 
SOE WEE: VOAAPICU ot oot eco ce ecw cae seb es cms 3 4-2 20 1-6 
A002 RP Ae, Se eee eee oe 71 100-0 1,235 100-0 


The Witness: Table No. 6 gives the number of drug store chains reporting 
higher, lower, or same mark-ups on private brands than on standard brands in 
the United States. The most interesting point about this table is that the chains 
operating 89.8 per cent of the stores reported that they sold private brands at 
higher mark-ups than standard brands. 8.6 were sold at the same mark-up, 
and 1.6 were sold at a lower mark-up, that is, 89.8 per cent at a higher mark-up 
of private brands than standard brands. 


By Mr. Kennedy (Winnipeg): 
Q. What table is that, Mr. Sparks?—A. Table No. 6. 
The CHAIRMAN: Now we come to Table No. 7. 
The Witness: The next is Table No. 7. 


TABLE No.7 


GENERAL Statistics oF Retai, Drua Stores IN CanaDA, 1930 


(Dominion Bureau of Statistics) 


All Drug |Independent} Chain 


ee rana Stores Stores Stores 
Number of stores reporting expenses............cccececccccceeeces 2,879 2 Sed, 292 
$ $ $ 
Salaries and WOES SF Oli pIOyees, Leos 1 eek Sate OL lee Ce es sel’ 6,701,200) 4,820,300 1,880,900 
Total wage costs, including value of proprietors’ services........... 10,452,800} 8,871,900; 1,880,900 
Other operating expenses, including rent..................0.+.0008- 7,428,500} 5,589,600 1,888, 900 
watal Gperating Sepensds hires th? els SAE PE Oe, 17,881,300) 14,111,500) 13,769,800 
Normaiesns...o10) 2198! . 908. db. .di aimee vall. Toms. O 66,460,700) 52,489,600} 138,971,100 


SUMMARY OF OPERATING EXPENSES OF DRUG STORES IN CANADA 


(Dominion Bureau of Statistics) 


Number Average Total Expenses 
a of Net Sales | Sales per | Operating per $100 
Stores Store Expenses Sales 

$ $ $ $ cts. 

Wall Pore eres i anes... enn. axe 2,879 | 66,460,700 23,085} 17,881,300 26 90 
Independent Stores for Canada............ 2,587 | 52,489,600 24,305} 14,111,500 26 88 
Chain Stores for Canada..........0..6.00% 292 13,971,100 47,846] 3,769,800 26 98 

Chain Stores for Canada, including Total 

Manioketraciveilixpense lis Ce ER PIE PO PO 6 oh PE 27 73 


Estimated Operating Ratio, including 6% 
bee ge ES REE TOT a ao 5 i ene | Pee a we Se lee ne a ee 33 73 
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The Wirness: You will note that all drug stores in Canada show an 
average cost of $26.90 expenses per $100 of sales, and the independent stores 
show $26.88 expenses per $100 sales. We found that that figure did not include 
all of the administration expenses of the chains. 


By the Charman: 


Q. At head office?—A. Yes, at head office. It should also be noted that 
the operating expenses as shown does not include the operating cost of the 
central warehouses operated by the chain stores, and enquiry at the Dominion 
Bureau of Statistics revealed that the whole of the executive and administrative 
expenses were not included, as in some cases no returns were made to the Bureau 
of Statistics giving these figures. We are advised that approximately three- 
quarters of one per cent might be added to the percentage of operating expenses 
of the chain stores due to the fact that the whole of the administrative and 
executive expenses were not added. 


By Mr. Ilsley: 


Q. Yes, but does not he wholesale as well with his warehouse?—A. He 
does not. He supplies his own chains only. If we also added the cost of oper- 
ating central warehouses, probably another 6 per cent might be added. The 
Dominion Bureau of Statistics explained that their reason for not adding 
expenses of the chain store central warehouses was that these warehouses were 
treated as wholesale houses. It is our submission that the cost of operating 
central warehouses might properly have been allocated against the retail outlets 
as a large chain store organization must of necessity have a central warehouse, 
whereas in the case of the independent retailer, while he may buy from whole- 
salers, he may and does also buy from manufacturers. The Dominion Bureau 
of Statistics treated these central warehouses as ordinary wholesale houses, and 
their operating costs do not appear at all in the chain store statistics. However, 
even disregarding this item, the figures clearly show that the independent drug 
store is able to distribute goods at a lower cost per hundred dollars of sales 
than the chain store organization. The Canadian figures are substantiated by 
the figures prepared by the United States Census of Distribution. We are 
prepared to put a great deal of stress upon that. I think it is basic. 

It will be noted that included in the operating cost as shown in Table No. 7 
is the estimated value of proprietor’s services. The question asked by the 
Dominion Bureau of Statistics was for the proprietor to give the total salary 
and commission received for the year. “Independent owners of stores may have 
regarded this as requiring them to furnish figures as to their total income, which 
would have included interest on their investment. If such were the case this 
would not be giving a true picture of their operating expenses, as the independent 
merchant owning his own business is entitled to a return on his capital in 
addition to a living wage. The Dominion Bureau of Statistics in making their 
estimates took this into consideration, and for this reason figured the value of 
the services of proprietors who did not report a fixed salary at the average 
salary of a full time employee in the same kind of business in the same province. 
The final average, therefore, used as an estimate of the value of a proprietor’s 
service, was $1,428 a year. 

It will be noted that the average sales in independent stores was $24,305. 
The Dominion Bureau of Statistics reports do not give any estimate as to the 
capital employed. We know, however, that the average stock is turned over 
about three times a year, which would indicate an investment of at least seven 
to eight thousand dollars; interest alone at 6 per cent on this amount would be 
about four to five hundred dollars a year. 


a} 
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It will therefore be observed that the druggist, taking into consideration 
that he is a professional man who has had an expensive university training, is 
carrying on at a very low compensation for the service he is rendering to the 
community. It should be noted that the retail census was taken in the year 1930, 
before the full effect of the depression had become apparent, so that the very 
small return to the independent retail druggist as revealed by these figures was 
not due to the depression, but was a normal condition, brought about, we sub- 
mit, very largely by the price cutting competition of the chain stores, depart- 
mental stores and mail order houses. 

There is another fact which should be taken into consideration when com- 
paring the cost of operation between the chain store and the independent, that 
is, that a substantial portion of the chain store business is done at a loss. This 
increases the turnover and reduces the ratio of expenses to sales. These loss 
leaders are sold for advertising purposes. If the loss incurred was charged to 
advertising expenses it would greatly increase the ratio of operating expense. 
It is true that some individuals have been benefited through the chains selling 
goods at a loss, but it distorts the true figure of operating ratio against sales, 
making the price cutter appear to be more efficient than he really is.” 

From the standpoint of their operating cost the chain stores are exceedingly 
inefficient, no doubt about that at all. - 


By Mr. Heaps: 


Q. Do you want to make them more efficient now, Mr. Sparks?—A. Yes, 
we are going to make them efficient; if we get price maintenance they will have 
to compete on an even basis. If we get anything like fair competitive condi- 
tions we are not a bit afraid of the chain stores because we are more efficient. 


By Mr. Kennedy (Winnipeg): 


Q. If their costs are higher than the independents how are they able to 
compete with you?—-A. They are buying at less than we do, Mr. Kennedy, that 
is one of the reasons, the principal reason, because their operating costs are so 
much higher than ours that they must, of necessity, get their goods at lower 
prices. 

By Mr. Parry: 


Q. That is what you mean by being put on an equal footing?—A. Yes. The 
thing than would suit the public best would be to give the man that operates 
most efficiently has goods at the cheapest price and then the public would get 
goods cheap. 

Q. And that is what price maintenance will help to do, to give the efficient 
distributor an even chance to compete?—A. Yes, and that is one of the reasons 
why we are convinced that price maintenance is in the public interest. 


By Mr. Heaps: 


Q. Is there not a difference between the ordinary drug store and the average 
chain store in the character of the goods and the business they perform?—A. Not 
much in the character of the goods. 

~ Q. The variety of goods you can get in a chain store is greater, is it not, 
such as candies, jewelry, all kinds of things?—A. Well, I am sorry to say that a 
lot of the independents have had to resort to that sort of thing too. I do not 
think there is much difference in that regard. 

Q. They are all doing the same thing now?—A. Some of the retailers do 
not appear to be very much better in that regard. 


By Mr. Kennedy (Winnipeg): 
Q. On this matter of price maintenance, do you not think there would be 
considerable apprehension,—whether rightly or wrongly—in the minds of the 
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public in general, that with fixing of prices they may get goods costing them 
more?—A. In the minds of the public, yes, there is no doubt about that; the 
same reason that the public are going to the chain stores to buy these loss 
leaders because they think they are getting goods cheap. That is a fact, and it 
is discrediting the independent. The public think the chain stores are cheap, we 


don’t. 
By Mr. Heaps: 


Q. Is it possible in these loss leaders that the wholesaler absorbs some of 
the loss?—A. No, I do not think the wholesaler takes much loss. 

@. You think he maintains his price all the way through?—A. No I would 
not say he maintains his price. I do not think he makes much on some of these 
loss leaders. I think the wholesaler probably takes them at a lower price too. 

@. You mean he sells them at a lower price?—A. Yes, I think he does. 


The Cuamrman: All right, Mr. Sparks. 


The Wirness: In that table the question of proprietors’ salaries come into 
it, that is, in the table of operating costs. 


By Mr. Parry: 


Q. You are referring to Table No. 7?—A. Yes, to Table No. 7, the question 
of wages. The average return to proprietors of independent drug stores was 
$1,428. We know that the average drug store does about $25,000 a year; we 
know that the turnover is about three times a year, and all that the average 
independent retailer gets out of it is $1,428 a year. 


By Mr. Heaps: 


Q. Is that net?—A. That is net. 

Q. After paying salaries?—A. No, that is the proprietor’s drawings from 
the business. 

Q. Total drawings?—A. Yes total drawings. I presume that is it. I have 
the questionnaire sent out, and I think that is what the proprietor regarded as 
his return. Now normally 6 per cent on his investment would be between $400 
and $500 a year, so according to the Bureau the average proprietor is only get- 
ting about $1,000 a year. 


By the Chairman: 
Q. Salary?—A. Yes, salary. 


By Mr. Parry: 


@. Were those figures arrived at before or after the depression started?— 
A. Those were before the depression; these are 1930, before the depression 
started. Here we have professional men of a very high type getting apparently an 
income on an average of about $1,000 a year, and we attribute it almost solely 
to this chain store competition discrediting the independent by these methods of 
loss leaders and that sort of thing. 


Now, there are several tables here, Table No. 8, and Table No. 9. 
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TABLE No. 8 
COMPARATIVE OPERATING EXPENSES OF INDEPENDENT AND CHAIN DruG STorEs IN U.S.A. 


(U.S. Census of Distribution, 1930) 


—. | All Stores | Independents Chains 


$ = cts. $° .cts: $ cts. 
Operating expenses per $100 sales........ 5.00.0... cece ee ieee ot 12 = 98 a 64 
eee Maat oie MA oa oie avn a ae sued OR Eo 1,690,398, 682] 1,378,096,961| 312,801,721 
UTE ed, AERIS Be ena oc ac PETES Bein ow aie AUER ow oss oo HEE 458,139,670] 871,808,157 86,336, 513 


(The Chain Store figures include central buying and administrative expenses, but not central ware- 
house expenses.) 


Table No. 8 shows similar figures for the United States, and shows that the 
independent stores are more efficient from the standpoint of operating expenses 
than the chain stores. 


The Witness: I just want to establish firmly that the independent is the 
most efficient distributor. Table No. 8 was taken by the U.S. Census of Dis- 
tribution, 1930, and you will note that it showed that the operating costs per 
one hundred dollars of sales, all stores, were 27.12; independents 26.98; and 
chains 27.64. 


By Mr. Parry: 

Q. This supports your Canadian figures?—A. Yes, Now the next Table is 
more interesting still. 

This, Table No. 9, was taken from the trade commission enquiry and includes 
central warehouse cost. The interesting figure is shown in the fourth column, 
“Percentages of operating expenses to sales”. Now, this brings in another aspect, _ 
this takes in the small chain of six to ten stores, and carries the table right 
through to chains of from 501 to 1,000. This demonstrates further the inefficiency ; 
that the larger the chain the higher the net operating cost. You can see this, 
it goes from 27 to 32, and in chains having from 501 to 1,000 stores, it goes to 
34.74. 

By the Chairman: 


Q. Those figures are taken from the report of the Federal Trade Commis- 
sion of the United States?—-A. Yes. It is a very exhaustive enquiry, and it 
shows that the larger the chain the more inefficient it becomes. Of course, that 
is well known to economists. It not only applies to chains, it applies to depart- 
mental stores as well; the larger the unit the more inefficient it becomes and 
the more they have to charge the public. 

Q. And you are submitting this statement, Table No. 9, in support of that 
statement?—-A. Yes, and I give documentary evidence—I give the Senate docu- 


ment No. 40, and it is available, we can supply the original document if you 
desire. 
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TABLE NO. 9 
OPERATING Resutts ACCORDING To Sizz, By NuMBER oF SToRES, FoR DruG CHAINS IN U.S.A. 


Federal Trade Commission Inquiry—(Senate Document No. 40) 


SS SS eee ee 
Se «uo 


Percent- Percent- Percentages 
Average age of ages of of ‘ Rates of 
No. of Stores per Chain Sales per Gross Operating Operating Inventory 
Store Margin Expenses Profit to Turnover 
to Sales to Sales Sales 
$ 
GH EQ Ree ANU RR ES. I 91,534 31-85 27-82 4-03 3°76 
pS ee eee cee Dae ae) eee 104,105 32-71 28-30 4-4] 3-76 
LOST AEM cs 2 coh ano aaa eae eRe Tio, coe 36-08 31-95 4-13 3-67 
Slow WOOnaws iieis ed Blaiieoee al 147, 283 35-98 31-60 4-38 3°59 
ET ne ih sasha rte ce le A de 136, 221 38-52 33-60 4-92 3°85 
5O1=1s QQ0U Wn ce SA eee ak, PR ES 121,851 37-23 34-74 2-49 3:28 
Averdce.snerhs . bole... dabedeesF 117,809 36-60 32:89 4-21 3°64 
Prend de) .MIe AGM. Fee VOR Upward Upward Upward |Indeterminate|/Indeterminate 


ee a An Ce 

The very exhaustive investigation made in United States by the Federal 
Trade Commission revealed another interesting fact in regard to the ratio of 
operating expenses to sales. Table No. 9 shows that in a general way the chains 
with a smaller number of stores operate more economically than the larger 
chains. It will be noted that for the chains of 6 to 10 stores the operating per- 
centage to sales was 27-82, whereas for chains of 501 to 1,000 stores the com- 
parative figure was 34:74. While there was some slight variance in this table, 
the trend is very clearly revealed showing the larger the chain the higher the 
operating ratio. It should be noted that the figures given in Table No. 9 include 
the cost of operating central warehouses by chain store organizations. The same 
trend, however, is confirmed in the report of the United States Census of Retail 
distribution. There is another interesting feature revealed by this table, which 
is that the operating ratio does not fall with the increased sales by the operating 
units. 

By Mr. Iisley: 


Q. This is just a general principle which you say applies to the drug store, 
or is it to the Chain store?—A. Yes. I hope, if I am permitted, before this 
enquiry ends to make a general statement before this committee on behalf of 
150,000 retailers in all branches of business. This, I think, Mr. Chairman, is 
a most complete picture that we have of this drug store business, it has the 
largest percentage of total volume of any chain store organization in Canada; 
groceries is the next. Groceries and drugs are the two great chain store com- 
modities. We have had this special enquiry into the drug chain operation, so I 
ae have more information on that. These are facts. The next table is 

ayaa a 


The CHarrMAN: It shows about the same results?—A. The same story. 
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TABLE NO. 10 
OPERATING EXPENSES oF Retait Drua Store CHAINSIN U.S.A. 
(Retail Chains—Census of Retail Distribution-- 1929) 


Operating Expenses by Size of Chains 


ee ———————————— 
a 


i Aas Net Operating | Per $100 
Sales Expenses Sales 
Me a | 
$ $ 

gy Tepe 2 - pete inl See FA een: neers meaner ar 312,301,721| 86,336,513 27-64 
oe 9 See POL nce Cy a en on ee eer ery ae 33,669,311] 8,927,841 26-52 
Petri te. -. copbanet oh: < tc.s < aa dss 4 > + HERR > pe os spite oles eds 27,381,416 7,508,275 27-42 
Hele H oe MTEC S sso setae. ofa co RRR > oc fics see. ood. es cme gin ss ces 35, 960, 854 9,840, 259 27-36 
ery OAC, OAM ck AONE 1) et, os when te oe ws da chew ens es elev aigee 38,353,057) 10,024,506 26-14 
ESS EO, OS, ne BO ere® SneParacireer Sees Rise asiaece sans rae 13,219,025 S000. C11 25-45 
OSS SE Te PES Ee SURO ee ee Oa nel Warnes | om 163,718,058] 46,672,861 28-51 


at 


(Central office buying administrative expense and executive salaries are included in the above figures, 
but they do not include central warehouse expense. ) 


It might be noted that the 4 chains, with more than 100 stores each, oper- 
ating 1,343 stores, do over half of the drug chain business in United States, 
but they also have a higher operating expense than any other group. 

They do approximately one-tenth of the drug business in the United States. 

Table No. 10 indicates an operating ratio of 26-52 for the smallest chain, 
increasing to 28-51 for the largest. This table does not include the cost of 
operating central warehouses. 

This Table No. 10 gives us the same story: starting with the small units 
at 26°52, running up to more than 100 at 28-51. 

Now, here is the Dominion Bureau of Statistics. 


TABLE NO. 11 
Drue SrorE CHAINS IN CaNnADA—1930 
Drug Store Chain Operating Expenses—(Dominion Bureau of Statistics). 


Chains Classified by Type of Operation 


EE EEE 


Operating 
Expenses oth on 
a Number | Number Net Ste Sue 
0) of Sales Total Per Payroll ieee 
Chains | Units (1930) $100 | per $100 $100 g a 
Sales Sales | ‘ ee 
$ $ 
Total; All Chains.c.s . 4. 31 292} 13,917,087] 3, 769,830 26-98 13-46 13-52 
Wocal Chams 2... 0.05 24 174] 6,696,634 | 1,785, 264 26-66 14-25 12-41 
Provincial Chains........ 5 75 
Sectional Chains......... 1 6 7,274,453] 1,984, 566 27-28 12-74 14-54 
National Chains......... 1 37 ; 


Nee eee EET TE SEE SEE EFT TS WT 


Table No. 11 shows the average operating ratio for local and Provincial 
chains in Canada as 26°66, as against Sectional and National chains of 27-28. 
While the figures of the Dominion Bureau of Statistics are not as complete, they 
do show the same general trend. 

This survey by the Dominion Bureau of Statistics was not as exhaustive. 
Table No. 11, you will note, groups them into local and provincial chains; and 
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you will note that the cost for the small chain is 26-66, while that for the 
national chains is shown at 27-84. The reports as to Canadian and American 
operations differ as to details, but they show that the independent is the more 
efficient operator of the two. 


TABLE NO. 12 
Proportion of Chain Store Business done in Drugs in Canada by Size of Locality 


(Dominion Bureau of Statistics) 


ages ages 
eee All All Chain Chain Chain Chain 
Stores Sales Stores Store Stores Store 
Sales to Sales to 
Total Total 
$ $ 
All Localities: 4222) dabuls 3,559) 76,848,900 289} 14,273,600 8-12 18-57 
Overil00 000i. aon ee 1,127} 33,102,400 182 9,555,000 16-15 28-86 
30,000—100,000.............. 347| 10,076,800 62 3,043, 000 17-87 30-20 
10,000—30,000............... 388} 10,104,200 26 1,218, 900 6-70 12-06 
1,000—10,000.............. 832} 15,120,800 12 338, 800 1-44 2-24 
Less ‘than 10002) + a8 Os 865} 8,444,700 | 117,900 0-81 1-40 


Table No. 12 shows the proportion of the total drug store business in Can- 
ada obtained by the chain stores. It will be observed that 18-57 per cent of 
the total sales were made by chains. This table indicates that the chain stores 
obtain as high as 30 per cent of the total business in cities between 30,000 and 
100,000 population. This table, however, does not indicate the full extent to 
which the price cutting organizations are affecting the business of the indepen- 
dent dealers, as it does not show the effects of mail order sales which would be 
much larger in the localities of less than 1,000 population, where there are 
865 independent stores, nor does it deal with the sales by departmental stores. 
In regard to the latter, in a report of the Dominion Bureau of Statistics cover- 
ing the province of Ontario only and dealing with the operatings of departmental 
and chain stores and independents, it is shown that 9-83 of the total sales are 
made by departmental stores, 33-02 by the chain stores, and 57-15 by indepen- 
dent stores. 

I do not know that this table is of any particular significance, except as 
showing the percentage of the drug business in Canada done by the Chain Stores. 


By Mr. Ilsley: 


Q. Is the percentage increasing, do you know, in chain store buying?—A. It 
is difficult to say, Mr. Ilsley, we have no recent survey in Canada to show that 
so we do not know what is happening; but we think perhaps that the 1930 figures 
give a very fair picture, not distorted by the depression. 


By Mr. Parry: 


Q. Would you say that in the smaller centres the place of the chain store 
had been taken by the mail order distributor?—A. Yes, I was just going to read 
that, this table does not indicate the full extent of it. I should say that the 
three types of mass merchandising have now half the drug business of Canada; 
and if the present trend keeps on they will take it all in another twenty years. 
The whole tendency is toward the merger of big chains, which is eating up the 
little chains; the whole trend is towards great large corporate interests distribut- 
ing all consumer goods. 
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By Mr. Ilsley: 
Q. Although that is the most inefficient method of doing it?—A. Precisely. 
Q. What is it explained by; how do you account for it, that the most ineffici- 
ent way is gradually getting the whole thing, that the most inefficient form of 
organization is driving out the most efficient; how do you explain that? 


By Mr. Kennedy (Winnipeg): 


Q. Is one of the reasons, Mr. Sparks, their power to beat down the primary 
producer?—A. That is the only reason, Mr. Kennedy. 


By Mr, Ilsley: 
Q. Low purchases?—A. Yes. 


By Mr. Parry: 


Q. That is the mass power we have been hearing about?—A. I would just 
like to read this. 


By Mr. Kennedy (Winnipeg): 
Q. Are you going to produce any facts as evidence of that power being 
exercised?—A. I am going to produce facts as to what these big buyers get that 
the independents do not get. 


By Mr. Heaps: 

Q. There is no beating down the producer on the price, is there?—A. No, I 
do not think we have any evidence to show that there is. We know they are 
pretty close traders, but we do not charge them with sweat shop conditions, or 
anything of that kind. 


By Mr. Kennedy (Winnipeg): 

Q. I have reference to the general principle of mass buying. 

The Witness: “It may be asked why, if the independent store is more 
efficient and has a lower operating cost in relation to sales, it cannot meet the 
competition of the chains. The answer, of course, is that the buying power made 
possible by the greater financial resources of the chains, and their ability to pur- 
chase in large quantities rather than small quantities, give them an advantage 
over their independent competitors. This leads us to an examination of the 
underlying principles of quantity buying. The question may fairly be asked, how 
much cheaper is the big buyer entitled to buy than the small buyer. The quan- 
tity buyer is entitled to a lower price than the small scale buyer, but no quantity 
buyer is entitled to ‘a discount greater than the actual saving in the cost of dis- 
tribution which can be justified on economic grounds. 

_ If the quantity buyer pays cash and the small buyer takes 30 to 60 days, the 
quantity buyer is undoubtedly entitled to consideration equal to the value of his 
money to the seller. This may amount to 1 to 2 per cent. Some allowance may 
properly be made owing to the consideration of lesser credit risk. As ‘a rule the 
large organization is safer to sell and losses through bad debts would be less 
than if the same quantities had been sold to a large number of smaller inde- 
pendent dealers. We have obtained from one of the largest credit insurance 
companies in the world a table showing their normal losses in various classes of 
business, and could satisfy the Committee that an allowance of 1 per cent for the 
factor of safer credit would be a generous allowance. 

There is also the consideration that the cost of selling in large quantities is 
slightly less than the cost of selling in small quantities. While some sellers in 
taking large orders may theoretically eliminate selling costs, there are few if any 
cases in which this is economically sound, but even allowing for a saving in sales 
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expense of, say 25 per cent, the three factors here referred to, which we submit 
are the only factors which should be taken into consideration, will total less than 
5 per cent. It is our submission that under most circumstances a manufacturer 
is Justified in making a difference in price of not greater than 5 per cent as 
between any two classes of distributors. There is no doubt that very much greater 
concessions than this are made to the big buyers, concessions far in excess of the 
actual savings, and these concessions are made merely because of the size of the 
order, the necessity of the seller, or the coercive power of the buyer.” 

Now, I think these two last sentences sum up the whole story. The reason 
the big buyer gets the low price is on account of the necessity of the seller, or the 
coercive power of the buyer. 


By Mr. Heaps: 

Q. Have you got anything there, Mr. Sparks, as to the prices charged to 
one set of retailers as compared to another?—A. No. I have something here on 
what are called advertising allowance rebates, 

(). Have you any actual prices, such as we had in other evidence?—A. No, 
they are not accessible to us; there is no conceivable way in which we can get 
them. 7 
| Q. You do not know what discounts are being allowed to the large buyers? 
—A. We have some things, which I will read in a moment. 


By Mr. Kennedy (Peace River): 


Q. Mr. Sparks, are you aware that the British Cooperative Wholesales do 
not make any allowances at all for large quantity purchases, in prices?—A. No, 
I was not aware of that; it is a very interesting fact if it is true. 

“The sale of goods at substantially lower prices to one class of retail dis- 
tributor than to another cannot be justified on any economic grounds, What 
frequently happens is that the seller in his anxiety to get volume will sell the 
big buyer at just sufficient to cover his raw material and labour, plus all or part 
of his overhead costs, depending entirely for his profits on the distributors who 
buy in small quantities. If this plan of procedure continues, it means, of course, 
the ultimate elimination of the small dealer and the complete control of distribu- 
tion by a limited number of large corporations whom we have shown are less 
efficient than their independent competitors in so far as their operating costs 
are concerned.” 


By Mr. Parry: 


(. Can you give us any illustrations of that statement?—A. Yes, I think 
it would be fair to say this: there are a lot of manufacturers in this country 
who sell say 50 per cent of their output to the large stores—Eatons, Simpsons 
and the chain stores. They will sell them, for the sake of illustration, at their 
labour and material cost plus overhead in order to get the volume, say at 80 and 
they will charge the independent 100. Our contention is that they should sell 
the consuming publi¢ at 90; our contention is that the theory is absolutely un- 
sound, that these volume sales should only carry overhead and not profit, And 
we are satisfied that if this committee will go thoroughly into the matter they 
will find that this is a condition which exists in hundreds of plants throughout 
this country; that the big buyer buys at cost because the manufacturer wants 
the volume and he takes the heavy orders, and he makes all his profits out of 
his customers who buy in small quantities. I know that is a very broad state- 
ment. I say that on my own responsibility from the many years’ experience I 
have had in both selling and manufacturing, and because of which I know some- 
thing about the manufacturing business; that that is what happened; that is the 
reason that the independents are going out of business. 
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“The present situation in regard to price cutting has many characteristics 
similar to that which existed some years ago in regard to the question of freight 
rates. Anyone familiar with economic history will recall the chaos which existed, 
particularly in the United States, before the regulation of freight rates became 
absolutely necessary. The big shippers obtained special rates which led to the 
destruction of their smaller competitors. In the year 1880 Charles Francis 
Adams, Jr., presented an argument before a committee of congress in the course 
of which he said, in part:” 

I quote this because of the language, and because it seems to me, while it 
is dealing with freight rates, it precisely describes the condition of distribution in 
this country and in the United States. This was the statement of Charles Francis 
Adams, Jr. at that time:— 

“We know that certain large business firms can and do dictate their own 
terms between rival corporations, while the small concern must accept the best 
terms it can get...In regard to these things I consider the existing system nearly 
as bad as any system can be...Studying its operations as I have, long and 
patiently, I am ready to repeat now what I have repeatedly said before, that the 
most surprising thing about it to me is, that the business community sustains 
‘tself under such conditions...Special contracts covering long periods of time 
are made every day with heavy shippers, under which the common carrier, 
whose first duty is to serve all equally, gives to favoured parties a certain control 
of the market. There is neither equality nor system, law nor equity, in the 
matter of railroad charges.” . 

I would just like to repeat that last sentence, for purposes of emphasis: 
“There is neither equality nor system, law nor equity, in the matter of railroad 
charges. We feel that that should apply to merchandise, that there should be a 
bottom price to the consumer, as between different distributors. 

“ The situation called for drastic action, which was taken. Rates were fixed 
which put all shippers on an equal basis. Provision was made for two sets of 
rates, one on less than car load lots and a slightly lower rate on full car load 
lots. It is interesting to note that the car load was accepted as the unit below 
which rates should not go. To-day a shipper pays the same rate on a train 
load as a car load. In other words, rate makers have fixed a price below which 
a distribution service may not be sold. 


We suggest that the principle is precisely the same in the sale of commodities, 
that no buyer is entitled to a lower price on account of quantity buying than is 
justified on sound economic grounds. It may be claimed that when a manu- 
facturer takes a large order he can effect certain economies in production, and 
that the buyer is entitled to any savings thus effected. We believe this is 
thoroughly unsound reasoning. ‘The manufacturer himself has some claim 
to the savings thus effected, as he must have a large plant and adequate 
equipment and financial resources in order to take such business, but the true 
beneficiary should be the general consuming public and any economies effected 
by large scale production should be spread over the production of the whole 
plant and should be shared with all the consumers of the product. It should 
be kept in mind, of course, that if the big buyer had not placed the large order 
some other buyer or a number of buyers would. The distributor certainly has no 
control over the volume of goods consumed. That is influenced solely by the 
purchasing power of the community. It is respectfully submitted that this is the 
whole crux of the problem of distribution, and that this problem can be most 
adequately dealt with by a system of price standardization. 

Every manufacturer depends upon a wide distribution of his product. In 
order properly to serve the consuming public he must. have his goods offered for 
sale by all classes and types of retail stores, including the neighbourhood and 
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small town druggists, who are a social and economic necessity. If wholesalers 
are to be employed as a means of reaching this type of retailer, then the whole- - 
salers have a right to demand that the retailers they serve shall not be placed at 
too great a disadvantage in competition with other retailers who can buy in 
large quantities and to whom the manufacturer finds it convenient to sell direct.” 


By Mr. Parry: 

@. Will you develop that, it is a subject in which the committee is very much 
interested; where you said, the small town druggist is a social and economic 
necessity ?—A. That is another matter which is pretty big to start at at this 
moment. We have made a study to a large extent, a field study, of this sociai 
aspect of the elimination of the retailer in the towns. 


By the Chairman: 

Q. Could you present that to us later?—A. I would like an opportunity, 
when the chain store and departmental store cases are in to present it, I was 
trying to boil it down to seven or eight typewritten pages—on the social aspect 
of this mass distribution; but I think possibly it would be better if you would 
allow me to leave it for a moment. 

Q. That is applicable to all retailers?—A. All retailers; I think we should 
be confining it too much to deal with it on this drug case. 


By Mr. Heaps: 


Q. Have you any thoughts on the question as to how you would fix prices? 
—A. We are advocating a system of price fixing at this time, Mr. Heaps. It 
does not apply to all commodities, there are some with which it would not be 
workable. We are only interested in proprietary articles at the moment. 


By Mr. Kennedy (Winnipeg): 

Q. Your thought is if the manufacturer should fix the resale cost, based on 
the cost of the article?—A. Yes, I am going to deal with price maintenance in 
a moment. 

The CuHarrMAN: All right, get along. 


The Wrrness: We offer no objection to manufacturers selling chain stores 
or other large distributors, eliminating wholesalers completely. Every manu- 
facturer has a perfect right to choose the medium of distribution which best suits 
his business, but we do submit that the independent retailer who is performing a 
valuable social and economic function has some right to protection against his 
chain store competitors, who utilizes his tremendous purchasing power to purchase 
at low prices. We do not deny the economic justice of what is generally known 
as quantity discounts, but we do suggest that some manufacturers by means of 
special discounts, advertising allowances, etc., are treating their small distributors 
most unfairly. 

Referring to the matter of advertising allowances, an investigation was held 
in United States in the drug field by the Federal Trade Commission in regard to 
the distribution of three and a half million dollars in advertising allowances. The 
as are given in the magazine “Business Week” for December 24th last, which 
reads: 

Delvings into the drug field graphically illustrate the story. The Com- 
mission has looked into the relations of 682 manufacturers in 1929 with 
49 chain store systems, 58 drug wholesalers and 6 independent department 
stores. It has found that the 1,577 separate charge accounts maintained 
on the books of these manufacturers by the chains, accounting for only 
39 per cent of their sales volume, collected 70 per cent of the allowances 
distributed. Some allowances were also traced in 2,529 wholesalers’ charge 
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accounts and 79 accounts set up for the department stores; there were no 
melons for 29,375 accounts that represented over 87 per cent of the total 
number on the books. 


“Svecific allotments of these $34 millions of allowances for mass buying 
power and other things are interesting. Liggett’s 527 stores collected $815,804 
in 1929 or 10°28 per cent on its purchases—which became 13°69 per cent on 
1930 purchases. Walgreen operators got a 9-73 per cent rake-off in 1929, 10-06 
per cent in 1930; People’s Drug Stores, 9-16 per cent in 1929, 9-17 per cent in 
1930; Owl Drug, 8-06 per cent in 1929, 10-57 per cent in 1930. But you don’t 
have to be a drug chain operator. Sears, Roebuck came in for extras amounting 
to 10-02 per cent in 1929, 9-48 per cent in 1930. R. H. Macy & Co., salvaged 
over half its “6 per cent less” by taking 3-5 per cent in allowances. 

“How much of the efficiency of the chain system lies in the allowance may 
be calculated in some cases. For instance, Walgreen’s $10-06 per cent allowance 
on purchases of $6-1 millions in 1930 is a good 40 per cent of its $1,549,496 re- 
ported net income for that year.” 

Q. That does not take into consideration the special prices they may have 
obtained for volume buying?—A. No, advertising allowance. 

Q. Straight bonuses for advertising?—A. Yes, 40 per cent of net income and 
straight advertising allowance; but, of course, we know that in addition to that 
they do get special prices. 

Mr. Instey: They spend a lot of that for advertising. 

The CHarrMAN: No, no; this is space allowance. 


The Witness: They spend some of the advertising allowance. The retailer 
gets the advertising allowance. He spends some of it. 


Mr. Iustey: He usually does not spend it all, but he spends some of it. 
That is what I understand. 


_ The Cuatrman: Now, get that clear. When you are referring to advertis- 
ing allowance to a chain store, what do you mean? 


The Witness: A manufacturer selling an advertised product will go to a 
large organization, and if that large organization will purchase a large quantity 
of their product and will advertise that product they give them a special 
allowance to do so, running, as you see, up to 13 per cent. 


By Mr. Parry: 


Q. Putting the goods on the shelves?—A. Putting the goods on the shelves, 
advertising them in newspapers. There are many different kinds of advertising 
allowance contracts. 

Q. And you will go further—as far as to say it is used as a form of special 
rebate for which no service is rendered in many cases?—A. I think it is. The 
retail druggist will probably advertise anyway. 


By the Chairman: 


Q. Of course, there is no particular criticism that can be offered of one 
person paying another person to do his advertising; but what the committee 
understands by “advertising allowances” of this character is that for the display 
of the goods in their stores, on their shelves, in particular places—in their 
windows or in poster displays—that they charge the manufacturer a fee or get 
an allowance for that. That is what is understood, as I infer, by special adver- 
tising allowances?—A. Of course, Mr. Stevens, included in all of this is the 
necessity of purchasing a large quantity of goods. 

Q. Quite so?—A. Which is quite beyond the power of the independent 
druggist. 
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Q. The point I am making, because I want to clear it up—it will destroy a 
substantial part of your case for these allowances if what you now say is true— 
if the manufacturer simply makes an allowance to the retailer to carry on his 
newspaper or other advertising for him there is not much complaint which can 
be made of that, because he would spend the money in this type of advertising. 
I think you must discriminate between two classes of advertising allowances— 
poster, window, table, shelf display and quantity and so on—two vastly different 
things. I would like you to make that clear for your own case?—A. You have 
the tobacco in mind. 

Q. Yes. What I had in mind particularly is the evidence that I think we 
all have heard regarding chain stores in connection with retail goods. 


Mr. Wiuxkinson: May I say a word? A large distributor will take half a 
page, we will say, in a daily paper, and that is, presumably, the page of that 
retailer, whereas it contains advertisements for, we will say, Eno’s, Jones and 
Brown’s, and other places; and it is presumable—Tamblyn’s for example—I am 
not accusing them—but presumably it is Tamblyn’s ad. made up of fifty items. 
They are all paid for by the manufacturer. I cannot get that advertising 
allowance no matter what Ido. If I want an ad. I have to pay for every inch 
I use; his entire ad. is paid for. 

Q. Well, that makes it a little clearer. All right, Mr. Sparks, go ahead?—A. 

“There appears to be a widely held opinion that the evolution in the 
chain store is a result of. broad economic forces. It has been said that our 
system of mass production required a system of mass distribution. There could 
be no greater fallacy. Mass production was a result of the mechaniza- 
tion of industry. The development of automatic machinery in practically 
all lines of production made mass production inevitable. Mass production 
resulted in improvement in the means of production. There is nothing at 
all comparable in the field of distribution.. Retail distribution is carried 
on precisely as it was fifty or one hundred years ago. Whether a drug 
store be conducted by an independent merchant, or whether it be conducted 
as a chain store with a-brilliantly painted orange front with a glaring sign 
designating it as a cut rate store, the mechanics of distribution are identi- 
cal in both of them. It must carry a similar stock of goods. The clerks in the 
store must handle the goods in precisely the same way. The human effort in sell- 
ing goods through a chain store or an independent store is identical in every 
respect, so that no comparison can be made between mass production and mass 
distribution. As a matter of fact there is no such thing as mass distribution. 
The chain stores made up of a large number of small units handle goods in the 
identical same way as the independent store, the only difference being that the 
independent store is more efficiently operated and usually gives a more complete 
and personal service than its chain store competitor.” 

The point I want to make is that mass production was a better way of 
producing; this so-called mass distribution is a poorer way of distributing. 
There is no justification for any use of that term at all. 

“The cut rate chain store or the downtown departmental store selling patent 
medicines, proprietary or toilet articles cannot be described as a system of dis- 
tribution. The most economic method of distribution must be a method that 
gets wide general distribution in the first place. Chain stores will only estab- 
lish units where traffic is heavy. They decide on their locations by counting 
the number of persons who pass a given point, depending entirely upon volumé 
of sales to make profits. They sell a limited number of articles to a limited 
number of people at a price less than some other articles are sold to some other 
people, but it is a method of distribution which prevents orderly distribution.” 

Now, that is rather involved, and it is theoretical, but I think it is correct. 
The chain stores do not attempt to distribute goods all over the country, they 
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only pick out a few high spots where they can get volume, and they are not, and 
never will be, a system of distribution—they will just take the cream and leave 
the skim milk to the ordinary mediums of distribution. 


By Mr. Parry: | 

Q. Do you think they stop where somebody else has blazed the trail?—A. 
Yes, they are purely predatory. If a man eraduates in pharmacy and wants to go 
into business, usually he should or he does look around for some place where 
there is an available opportunity for opening a drugstore, and he will establish 
there because that particular community requires drugstore service. Now, the 
chain store does precisely the opposite—they will try to find the best and most 
efficient drugstore anywhere and they will get as close to him as they can, beside 
him or across the street, with the express purpose of putting it out of business 
or taking that business away from that man, regardless of his efficiency. They 
go where there is somebody else, and the better business that other independent 
has the better it suits them. I mention that to point out that their whole method 
is predatory. It is not a system of distribution at all, it is an effort to make 
money out of volume at a given point. They are not concerned about a system 
of production—and I do not say that the independent store is concerned about 
a system of distribution—but the economic law is such that distribution will be 
orderly if it is left to independents whereas it will be predatory if it is left ta 
these large drugstores. | 

Q. When it does do that does it give the same service as the local druggist 
gives; does it replace him in the spirit of the service they are calculated to give? 
—A.I have no doubt évery member of the committee knows cut-rate drug 
stores, and I have no doubt every one of them knows independent drug stores. 
I do not think there is any question that can be raised by anybody that the 
service—the whole atmosphere and service of an independent drug store is 
superior to that of the chain with its—I will not say shop manners—I will say 
with its lack of personal touch which seems to me to be well adapted to the sell- 
ing of medicine and that sort of thing. I do not think I need argue as to the 
relative services which these two types of distribution give, because every mem- 
ber of the committee knows the price cutting drug store and they know the inde- 
pendent drug store and so they can draw their own conclusions. 

I am going to touch on the question of price maintenance. 

Price maintenance means the fixing by a manufacturer of a minimum resale 
price less than which no distributor is permitted to sell his goods. At the present 
time a great variety of articles are being sold under price maintenance plans. 
To illustrate how generally price maintenance has been accepted, the following 
are a few of many articles sold at fixed resale prices—newspapers, automobiles, 
chocolate bars, radios, freight rates, soft drinks, magazines, women’s hosiery, 
cigarettes, etc.” 

I have picked out ten articles out of one hundred because they are typical of 
goods sold at price maintenance. 


Laon Epwarps: Are there not quite a number of proprietary articles sold that 
way! 
The Witness: Yes, there are. 


“Tt is perfectly legal for a manufacturer to sell his goods under a resale 
price agreement, but according to the Judgment of Mr. L. D. O’Connor in the 
P.A.T.A. case, if a number of persons agree to co-operate with each other in 
order to maintain resale prices, this constitutes a breach of the Combines Inves- 
tigation Act. We respectfully submit that if the principle of price mainten- 
ance is just and fair then any reasonable and proper means for the enforce- 
ment of price maintenance agreement is likewise Just and fair. 
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In so far as it affects the drug business, we are only concerned with the 
proprietary articles sold under the name or brand of the manufacturer and easily 
identified by the consumer. A clear distinction should be made between what 
is regarded as price fixing and the plan of price maintenance which we pro- 
pose. Price fixing usually refers to the fixing of a price at which a producer 
may or shall sell his product. In the price maintenance plan which we sub- 
mit for your consideration, the manufacturer or producer is absolutely free to 
fix any price he wishes at which his product shall be sold to the distributor. 
Price maintenance means that the manufacturer shall agree to a uniform resale 
price which shall allow a reasonable gross profit or remuneration to the dis- 
tributor. 


This plan has been in operation for many years in European countries. 
In the drug trade in Great Britain an organized price maintenance agreement 
between manufacturers, wholesalers and retailers, known as the Proprietary 
Articles Trade Association, has been in effect for thirty-six years. This Asso- 
ciation has been the subject of two inquiries, one in 1919 when an inquiry was 
held under the Profiteering Act by a committee of which Mr. Douglas Wenham 
was the Chairman. It was again the subject of investigation in 1930: by a 
committee appointed by the Lord Chancellor Sankey. We wish to take the 
liberty of quoting rather extensively from these two reports, describing them 
as the Wenham Report and the Sankey Report. 

In 1927 Sir William Glyn-Jones, who had been chief executive of the 
British P.A.T.A. was invited to come to Canada to organize a similar Associa- 
tion in Canada. Subsequently this organization was the subject of an inquiry © 
under the Combines Investigation Act. An interim report was made by Mr. 
F. A. McGregor, Registrar, and subsequently an inquiry was held by Mr. 
L. V. O’Connor, acting as Commissioner. These reports we will refer to as the 
McGregor Report and the O’Connor Report. At the opening of this inquiry, 
Sir William Glyn-Jones made a general statement in regard to the Association’s 
activities, from which we quote as follows:—” 

di Now, this is an outline of what price maintenance means as it was in 
elfect : — 


“Volume One of Evidence, Page 129: 


The Association was primarily organized by retail and wholesale 
distributors to secure for themselves a living profit on proprietary 
articles; 3.9 ees: 

About 150 manufacturers, controlling between them about 600 sep- 
arate articles, joined the Association because they desired an economi- 
cal and efficient method of distribution of their articles to the public 
by the co-operation of the wholesaler and retailer, and it was obvious 
that this co-operation could not be assured unless those distributors 
received reasonable remuneration. So convinced were some of the manu- 
facturers of this that they prior to the organization of the P.A.T.A., 
more or less successfully instituted the system of fixing minimum resell- 
ing prices for their articles. This they had done by means of individual 
agreements. A further large section would have done so but for the diffi- 
culty and expense entailed. 

Each manufacturer has, of course, a property represented by the 
goodwill in his trade-mark or brand and the combined value of these 
properties representing the goodwill of the manufacturers who are mem- 
bers of the Association is exceedingly large. Enormous sums have been 
invested in creating that goodwill and the owners of their properties are 
naturally anxious to prevent practices which they are satisfied are rapidly 
damaging and decreasing the value of their businesses, 
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No attempt has either been made or contemplated to restrict the 
facilities for trading in P.A.T.A. articles to members of the Association 
or to give the members any terms of facilities not open to non-members. 
Neither has any attempt been made or contemplated to confine the 
trading to druggists or any particular trade. No effort has been made or 
contemplated to get manufacturers of rival articles to agree to any 
uniform system of marketing or of price fixing. The Association has 
not concerned itself with the price the manufacturers have for themselves 
in each case fixed as the normal selling price of their articles to the 
public. In practically every case such prices had long prior to the organi- 
zation of the Association been fixed by each individual manufacturer, 
and no manufacturer has been asked by the Association to change that 
price. There is not and never has been any uniformity in size, package 
or price. An examination of the tooth pastes on the P.A.T.A. list will 
provide a striking example of the truth of this statement. 


It is true no article is added to the Association’s list without cone 
sent of the council, but each application is examined by the council, not 
for the purpose of suggesting any fixing or adjustment of the manufac- 
turer’s price to the public, the council’s sole concern being to see that 
taking the price which the manufacturer alone has fixed as the selling 
price to the public, the manufacturer’s price to the trade for that article will 
leave the distributors a living profit, In other words, the Association is 
not concerned whether a manufacturer asks the public to pay 25 cents, 
50 cents, $1, or any other price—what they are concerned with is that of 
the 25 cents, 50 cents, $1, as the case may be, which the manufacturer 
through the trade obtained for his article, he shall allow the trade a suit- 
able percentage as its remuneration. 


The CHarrMAN: That is the end of the quotation from the evidence, is it? 


The Wirness: Yes. That was the statement of Sir William Glyn-Jones, 
who was the chief executive. 


“The effect of the judgment of Commissioner O’Connor which brought 
about the dissolution of the P.A.T.A. has, we submit, had precisely the opposite 
effect from what the framers of the Combines Investigation Act intended. It 
has helped to build up a monopoly or semi-monopoly in the distribution of pro- 
prietary articles. The P.A.T.A. was organized to fight a growing monopoly in 
distribution, not to create one, Its object was to create fair competition and to 
prevent cutthroat competition, which was the chief weapon of the semi-monopo- 
listic corporations who were endeavouring to control the distribution of pro- 
prietary articles. 

The whole question of price maintenance in Great Britain is dealt with so 
clearly in the Wenham report under the Profiteering Act in 1929 that we shall 
take the liberty of quoting at considerable length from this report. After 
setting out the terms of the reference, the report continues as follows ”:— 


Our discussions have led us to the view that there are two distinct 
headings under the subject of the fixing of retail prices which should 
properly be considered, and it is proposed to treat these more or less 
separately in this Report, as we believe it to be important for the proper 
understanding of the question that they should be somewhat clearly 
distinguished. | 

These headings may be set out as follows:— 


A. Proprietary Articles—sold under trade-marks or trade names, or 
made under patents, these, in the case of medicines (a very numerous 
class) being subject to the Inland Revenue Stamp Duty. 
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B. Goods of Common or General Use—controlled by associations or 
combinations, which fix prices at which retailers must sell or below which 
they must not sell to the public, 


After some preliminary statements, the Report proceeds: — 

At the time when open competition in proprietary articles was in 
vogue, it was found. that there was very keen cutting of prices between 
retailers themselves, proprietary articles being sold at a margin of profit 
which left less than a living wage to the retailer. “I might mention this 
is 26 years ago in England. It is not recent.” Many of the smaller men 
were driven out of business, and this reacted on the manufacturer, who 
found the number of retailers who were prepared to push the sale, or 
even to stock his product, diminishing. In addition to this, it was found 
that the large stores were in the habit of selling proprietary articles at a 
price less, in some cases, than the actual cost to the small retailer. This 
was done in order to attract purchasers for other goods and not by way 
of legitimate competition, it sometimes being found that the proprietors 
of a large store after accomplishing their object ceased to stock the 
article any further, with the result that the manufacturer of it was “ let 
down” and the small retailer had lost that part of his business without 
any corresponding advantage to the public. . . . 

The evidence has satisfied us that the price fixed by the manufac- 
turer has, in almost every instance, been adhered to by retailers. We 
further find that the margin of profit allowed to the retailer is in most 
cases not so large as to enable him to cut the price even if he wished 
to do so, except at a loss, but that it is such as the experience of the 
particular trade has shown to be adequate to enable him to earn a fair 
remuneration for his services as a distributor. We may add that the 
evidence of the retailers whose evidence we have taken was generally 
to the effect that the margin of profit on goods for which retail prices 
are fixed is not so large as that which they would, on the average, obtain 
for uncontrolled goods, and that while they recognized that in most cases 
a not unreasonable profit accrued to them from the sale of these goods, 
they would have been glad to be allowed a more liberal scale of profit. 

I may say it is identical in Canada; the margin was very very reasonable. 


By Mr. Heaps: 

Q. Who makes the margin?—A. The manufacturer fixes the retail price, and 
it was arrived at at a conference between the wholesaler and manufacturer. 

Q. Can you have price maintenance without price fixing?—A. I think there 
is a distinction, Mr. Heaps. Price maintenance does not fix the price; all it 
fixes is the price which the distributor will get. It is very similar to a mini- 
mum wage. 

Q. Can you have price maintenance without fixing prices?7—A. Without 
fixing the manufacturers’ price, yes. 

Mr. Parry: It allows the manufacturer to be free to set his own. 

The Witness: Yes; he is practically free to set whatever price he likes. 


By Mr. Heaps: 

Q. But suppose the manufacturer decides upon an exorbitant price, who 
would you have to step in to protect the public?—A. There is no danger of 
that. The manufacturer won’t allow exorbitant prices. The manufacturer’s 
whole desire is to have the wholesale price low. He would not agree to any 
high price. 

@. Suppose a manufacturer is charging too much to a retailer?—A. Well, 
price maintenance as we suggest, is not concerned with that at all, Mr. Heaps. 
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Mr. Epwarps: It is a different matter altogether. | 

Mr. Hears: It is so closely interlocked you cannot separate them. 

The Wirness: I think you can separate them completely. 

Mr. Kennepy (Peace River): Do you suggest there will be competition 
between the manufacturers? 

The WITNEss: Yes. 

Mr. Parry: You are allowing that? 

The Witness: No change at all. 

Mr. Kennepy (Peace River): If one manufacturer is charging too much, 
the theory would be another manufacturer would come in and get the business. 

The Witness: Exactly. 

‘Mr. Parry: You say you do not care whether he charges 25 cents, 50 cents 
or a dollar for a tube of toothpaste, as long as the distributor is allowed a 
proper return on his investment? 

The Wrirness: Yes; it does not interfere with competition between the 
manufacturers a particle. 


By Mr. Parry: 
Q. You are referring now to a list of articles at various prices?—A. Yes. 
It simply provides—I think a minimum wage is the right way to term it—it 
provides the distributor with a minimum wage. It does not fix prices; it fixes 
the price spread which the distributor will get. 


Mr. Kennepy (Peace River): It would fix the price at which a commodity 
would be sold by various people. 


The WITNESS: Yes. 


By Mr. Heaps: 

Q. Who would enforce the maintenance?—A. Well, I will come to that. 
The association, of course, would enforce price maintenance, because any retailer 
who sells below this fixed price won’t get any more goods. 

Q. That is the very thing we had so many complaints about just a few 
weeks ago, the refusal of wholesalers to supply retailers—A. I thought you had 
support of price maintenance for wholesaler and retailer. 

Q. I am in favour of something-—A. There is this thing that came out in 
the tobacco inquiry: Price maintenance does not mean a big profit for the 
retailer. In the tobacco price maintenance scheme, the retailer got very very 
little. In fact, their own stores were operating at a loss. I merely mention 
price maintenance does not necessarily mean the retailer is going to get a big 
profit at all. He hopes to get a reasonable living wage out of it, but there is 
not much danger of there being high prices under price maintenance. 


By Mr. Edwards: 


Q. Did I understand you to say when you spoke of price maintenance, you 
meant a minimum price at which the article might be sold?—A. Yes. 

Q. Suppose the article is something that is worth a dollar?—A. Yes. 

Q. The price is a dollar, and it is just possible the minimum price of that 
would be 85 cents. That is the minimum price at which it could be sold. Is that 
ae case; I am not quite clear?—A. I do not know that I am perfectly clear 
either. 


Mr. Witxinson: Yes, I quite understand. That is the thing we are asking 
for 


The Wirness: That is a P.A.T.A. principle. 
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By Mr. Edwards: 

Q. That is a method of controlling a price that is fixed by the manufacturer, 
a method of maintaining the manufacturer’s fixed price?—A. Not necessarily the 
maximum price. 

Mr. Witxinson: No, the minimum price below which nobody can sell or 
must sell. 

The Witness: It says maximum as well as minimum. 

Mr. Epwarps: Merchandise of any sort is worth a fair price. That is 
your contention? 

Mr. WILKINSON: Yes. 

Mr. Epwarps: If you are not getting a fair price for merchandise, the 
manufacturer of merchandise cannot pay a fair wage to his people? 

The Witness: I do not think we go that far; all we say is, as distribu- 
tors, we are entitled to a minimum price. We do not even question whether 
a fair price or not. Our retailer has to get a fair return for the services that 
he is performing to the public. 


By Mr. Edwards: 

Q. In other words, it costs you 25 per cent, 26 per cent, or 27 per cent 
to do business?—A. Yes. 

Q. You must have a return of that much to break even?—A. Yes. 

@. And you must ask a fair price on top of that to do business?—A. Yes; 
the objection of the P.A.T.A. was 334 per cent. 

The CHAIRMAN: Gross. 

The Witness: Gross. 

Mr. Epwarps: Over 5 or 6 per cent of what it costs. 


The Witness: Yes. Take $25,000 as the average amount invested in a 
drug store—we had an average of about $25,000—6 per cent on that would give 
us $1,500 a year, and as they say in England, and I think it will be the same here, 
“We further find that the margin of profit allowed to the retailer is in most 
cases not so large as to enable him to cut the price even if he wished to do SO, 
except at a loss, but that it is such as the experience of the particular trade 
has shown to be adequate to enable him to earn a fair remuneration for his 
services as a distributor.” 

Now, that is the point. Then, they say ‘“ We may add that the evidence 
we have taken was generally to the effect that the margin of profit on goods 
for which retail prices are fixed, is not so large as that which they would on the 
average, obtain for uncontrolled goods.” 

I think the play of economic forces will compel that always to be the same. 


Mr. Epwarps: It is quite clear to me that a manufacturer would not set a 
price, his fair price as he would call it, would not be high, because a manu- 
facturer would rather sell twelve articles at 75 cents, amounting to $9, than 
nine articles at $1. 


The Witness: That is precisely it. 
Mr. Epwarps: That is the principle. 
The Witness: The manufacturer would want to keep prices down. 


Mr. Epwarps: The manufacturer is necessarily interested in this. It is 
to his advantage? 


The Witness: Yes. 
Mr. Parry: He is in competition with other manufacturers himself? 


The Witness: The pressure of the manufacturer is always to keep the 
retail price down, because he does not want— 
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Mr. Hears: Is there much competition to-day amongst wholesale drug 
companies in this country? 


The Witness: Manufacturers? 

Mr. Heaps: Yes. 
The Witness: There certainly is competition, very bitter competition. 
Mr. Epwarps: ‘The wholesalers are pretty nearly all out of business? 
The Witness: Yes, they would put the drug wholesalers out of business. 


Mr. Epwarps: I think Mr. Wilkinson will agree that the National Drug 
Company, who used to have branches all over, now have only one or two? 


Mr. Wizxrnson: They have not paid a dividend for years. 
The CuatrManx: Will you proceed, Mr. Sparks? 
The WITNESS :— 


It is, we submit, clear that a manufacturer of a proprietary article, 
in fixing a margin of profit to the retailer, must determine a rate which 
(1) will afford the retailer a sufficient inducement to stock and push the 
sale of his product on a sound basis of trading, and (2) will not be so 
high as to deter the public from purchasing, or to induce them to look 
out for a substitute which will equally serve the purpose at a lower 
price. We are satisfied that these considerations will effectively check 
any tendency to profiteering on the part of the retailers in the case of 
such proprietary goods. 

The Committee had this to say in regard to the effect of price maintenance 
on the consumer:— 

Looking at the matter from the position of the consumer, 1e., the 
purchasing public, it would appear that the fixing of selling prices and 
margins of profit as between ‘subsequent sellers and finally to the con- 
sumer cannot, in practice, be detrimental to the latter. The fixing of a 
fair margin of profit to the retailer is obviously beneficial to the latter, 
who it must be remembered represents a large and not unimportant 
element of the community. It also prevents unfair and ruinous competi- 
tion, which it is submitted is not in the long run in the general interest. 
It must be remembered that the manufacturer is extremely unlikely to 
allow to the wholesaler or retailer such a large margin of profit as will 
(1) tend to check the sale of his products, or (2) deprive him of a 
proportion of the eventual profit which he might have retained for him- 
Solie se § uacHy 

Our view, then, in regard to the general question, is that the system 
of fixing retail prices as between the four classes referred to above, viz. 
(1) the manufacturer, (2) the wholesaler, (3) the retailer, and (4) the 
public, is (subject to the general proviso stated hereafter) to the advan- 
tage of the latter, in that, (1) in times of scarcity it does in fact check 
the undue inflation of prices, (2) in times of plenty it tends to ensure 
to all classes, including labour employed in manufacture and distribu- 
tion, a fair rate of remuneration for the services respectively performed 
by them. 

The later report made by a Committee appointed by Lord Chancellor 
Sankey to inquire into matters concerning restraint of trade covers much the 
same ground, pointing out the injury to manufacturer, wholesaler and retailer 
of extreme price-cutting. In regard to the effect on the consumer the report 
states :— 

Sankey Report, Page 18, Section 38:— 

The position of the consumer in relation to price maintained goods 
ig similar to that of the retailer in so far as he can refuse to buy any 
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particular brand of goods. Ifa man buys a particular brand at a par- 
ticular price he thereby shows that in all the circumstances he prefers 
that article at that price to other branded or unbranded goods. ‘The 
question whether his preference is well founded, and whether the goods 
are reasonable in price having regard to costs of production and dis- 
tribution, is of course open. What appeals to him is the quality of the 
goods which he associates with the brand. We were informed that a 
point which has also told in favour of the brand system in recent years 
is the careful and hygienic way in which many branded articles are now 
packed. 

Another point, which was put to us by several witnesses relates to 
the psychology of the consumer in relation to price cutting. We were 
told that where the prices fixed for branded goods are not enforced con- 
sumers lose confidence in the quality of the goods, in the reasonableness 
of the price ordinarily charged or in the good faith of the manufacturer. 
Conversely, it was stated that consumers are very ready to buy price 
maintained goods provided they regard the price as reasonable, and that 
they appreciate the knowledge that they can buy similar goods at the 
same price wherever they happen to be. The price maintenance system, 
we were told, tends to promote an atmosphere of harmony between the 
retailer and his customer and to make selling easy and expeditious. 


The whole report is an exceedingly interesting document, going at consider- 
able length into all details of the price maintenance system. It closes with the 
following general conclusions:— 


(a) We hold that the ordinary right of freedom to contract ought 
not to be withdrawn without some compelling reason. 

(6) We do not regard the price maintenance system as free from 
disadvantages from the public point of view, but we are not satisfied 
that if a change in the law were made there is any reason to think that 
the interests of the public would be better served. 


The position of the wholesaler under present day merchandising conditions 
has become increasingly difficult. The wholesaler is frequently described as a 
middleman whose elimination would be desirable in the interest of low prices. 
It is undoubtedly true that in some branches of trade the wholesaler has almost 
disappeared. 

It should be kept in mind, however, that the functions which the wholesaler 
performed in earlier days when goods followed the channel of manufacturer to 
wholesaler to retailer to consumer must still be performed by someone. The 
wholesaler as a separate unit may be eliminated, but the functions which he 
performed cannot be eliminated. Many manufacturers are now selling direct to 
large unit retailers, which means that the manufacturer is doing his own whole- 
saling. Many retailers are buying direct from manufacturers in larger quanti- 
ties than they would have bought from wholesalers. In this way the retailer 
is doing his own wholesaling. 
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TABLE NO. 13 
NATIONAL DRUG AND CHEMICAL COMPANY OF CANADA 
SHowinGa AVERAGE NUMBER OF ITEMS ON Eacu Invoice AND AVERAGE VALUE oF Eacu ITEM 


(Pp. A. T. A. Evidence, Pages 37-38) 
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The above was recently shown to one of the branch managers of The 
National Drug & Chemical Company, who states that this would fairly repre- 
sent present day conditions. 

In a general way in the drug trade the wholesaler continues to perform a 
very important function. It 1s impossible to say precisely the percentage of 
the total distribution which is handled by the wholesale trade, but it is un- 
doubtedly a very large percentage of the total volume. The reason for this 
is the large variety of articles which the retail druggist must carry in stock. 
The McGregor Report states that even the smallest drug stores must carry more 
than 3,500 different articles in stock, while the larger stores carry from 8,000 
to 13,000 articles. In the evidence given before Commissioner O’Connor, The 
T. Eaton Company stated they were carrying in their drug department more 
than 22,000 different articles. In order to keep a well assorted stock, the aver- 
age retail druggist must buy in small quantities. The McGregor Report quoted 
the following as an experience in the United States, and doubtless the same would 
hold good in Canada:— 


The Committee on proprietary goods of the National Wholesale 
Druggists’ Association of New York investigated this problem in 1925, 
and found as follows:— 


City—$1.00 articles 80 per cent bought in quarter doz. or less. 
75 (73 (75 6c (73 


80 
50 (a3 60 (a (a4 (Z3 
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Country—$1.00 articles 60 per cent bought in quarter doz. or less. 
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Sir William Glyn-Jones in his evidence given before Commissioner O’Connor 
put in the. following figures as representing average quantities and values of 
sales by the National Drug and Chemical Company. 
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Probably the most complete study of price maintenance which has ever 
been made has been published under the title of “ Price Cutting and Price Main- 
tenance,” a study in economics by Professor Edwin R. A. Seligman, LL.D., of 
Columbia University, and Professor Robert A. Love, Ph.D., College of City of 
New York. This book of nearly 600 pages reviews in an unbiased way every 
argument both for and against the principle of price maintenance, and con- 
cludes its general study with a summary from which we extract the following, 
page 267 :— 

So-called cutthroat competition is not true competition; it is brute 
competition. In the first place, the avowed object of cutthroat competi- 
tion is to cut the throat of the competitor. . . . Cutthroat competition 
is designed to remove the rival entirely from the arena in order that the 
successful competitor may remain in control. Cutthroat competition 
results in monopoly. The temporary benefit to the consumer from the 
reduction in price will in the end be more than outweighed by the evils 
of monopoly, Cutthroat competition, therefore, is pseudo-competition, 
not real competition. 

The producer of a commodity may cut prices or indulge in practices 
which, while perhaps actuated by the determination to achieve a 
monopoly, are nevertheless motivated by the desire to outwit his rival 
and to capture a larger share of the market. In this endeavour, however, 
he does not proceed, as under the regime of true competition by reducing 
his costs and giving the consumer a part at least of the benefit; rather 
does he seek to deceive or to decoy the consumer into the belief that the 


latter is getting something which is not actually the case. . . . In 
every such case—and they might be multiplied—the essential elements 
underlying the theory of true competition are absent. . . . He 


benefits himself, but he does not benefit anyone else. 

In other words, true competition is beneficial competition. It profits 
the producers as a whole and it benefits the consumers as a whole. 
Pseudo-competition does not benefit the consumers at all and, while it 
may for the time being advantage some of the producers, it injures the 
producers as a whole. True competition is mutual and reciprocal in its 
benefits; pseudo-competition not only fails to benefit the consumer, but 
it hits the producer below the belt, True competition makes for progress, 
pseudo-competition makes for retrogression and decay. ‘True competi- 
tion is constructive, pseudo-competition is destructive. | 

What we have termed pseudo-competition is in common parlance 
often called unfair competition. The word “ unfair” connotes something 
immoral, something unethical. In the long run nothing can be morally 
right unless it is economically sound; for the roots of both ethics and 
economics are to be found in social considerations. 

We are accordingly led to the conclusion that the evil with which 
price maintenance seeks to cope, namely, the evil of certain forms of cut 
prices, has no justification in either economics or ethics. Price main- 
tenance as a general social policy is to be judged not by the seeming 
antagonism between consumers as a class and producers as a class, nor, 
on the other hand, by the ostensible conflict between the two sections of 
the producing class, the manufacturers and the retailers. For, in the 
first place, there is no such antagonism between producers and consumers. 
Consumers themselves will in the long run be benefited by the adoption 
of price maintenance in the sense that, as we have seen, the welfare of 
the consumer depends ultimately on the prosperity of the producer, And 
in the second place, there is no such antagonism between manufacturers 
as a class and retailers as a class. The real conflict is found in the atti- 
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tude of the few retailers who think that their interests would be jeopar- 
dized by the adoption of price maintenance, and whose success at present 
is being achieved at the cost of other more fair-minded competitors. 
When we consider that against this comparatively limited class stand the 
bulk of the retailers, the mass of the manufacturers and the permanent 
interests of the consumers, we are forced to the conclusion that in 
principle at least price maintenance is a logical inference from the doc- 
trine of true competition, and that the denial of price maintenance denotes 
a perpetuation of the pseudo-competition from which modern American 
life is suffering, Those forms of price cutting which involve the “leader” 
policy, the sale below cost, and the necessity of devious methods of 
securing supplies from others than the producers themselves, however, 
profitable to the individual, are open to criticism as constituting destruc- 
tive and not constructive competition, as being economically unsound 
and therefore ethically unjust. Price cutting of this kind, in short, is a 
form of unfair competition; price maintenance is a step toward fair 
competition. 


Mr. Justice Oliver Wendell Holmes, of the United States Supreme Court, 
December 9, 1929:— 

I cannot believe that in the long run, the public will profit by this 
course, permitting knaves to cut reasonable prices for mere ulterior pur- 
poses of their own and thus to impair, if not to destroy, the production and 
sale of articles which it is assumed to be desirable the people should be 
able to get. 


Lord Parker, quoted in “ Chain Stores and the Drift Toward Monopoly in 
the Retail Field.” Page 11:— 

In considering the interests of consumers it 1s impossible to disregard 
the interests of those who are engaged in such production and distribution. 
It can never be in the interests of consumers that any article of consump- 
tion should cease to be produced and distributed, as it certainly would be 
unless those engaged in its production and distribution obtain a fair 

remuneration for the capital employed and the labour expended. 


Mr. Justice Brandeis, quoted in “Chain Stores and the Drift Toward 
Monopoly in the Retail Field.” Page 10:— 

When a trade-marked article is advertised to be sold at less than the 
standard price, it is generally done to attract business to the particular 
store by the offer of an obviously extraordinary bargain. It is a bait— 
called by the dealers a “ leader”; but the cut-price article would more 
appropriately be termed a “ mis-leader,” because ordinarily the very pur- 
pose of the cut-price is to create a false impression ..... The evil 
results of price-cutting are far reaching. It is sometimes urged that price- 
cutting of a trade-marked article injures no one; that the producer is not 
injured, since he received his full price in the original sale to jobber or 
retailer; that the retailer cannot be harmed, since he has cut the price 
voluntarily to advance his own interests; that the consumer is surely 
benefited because he gets the article cheaper. But this reasoning is most 
superficial and misleading ..... . The process of exterminating the 
small independent retailer already hard pressed by capitalistic combina- 
tions would be greatly accelerated by such a movement. Already the dis- 
placement of the small independent business man by the huge corporation 
with its myriad of employees, its absentee ownership, and its financial 
control, presents a grave danger to our democracy. The social loss is 
ereat; and there is no economic gain. “But the process of capitalizing 
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free Americans is not an inevitable one. It is not even in accord with the 
natural law of business. Shall we, under the guise of protecting competi- 
tion, further foster monopoly by creating immunity for the price-cutters? 
Americans should be under no illusions as to the value or effect of price- 
cutting. It has been the most potent weapon of monopoly—a means of 
killing the small rival to which the great trusts have resorted most fre- 
quently. It is so simple, so effective. Far-seeing organized capital secures 
by this means the co-operation of the short-sighted unorganized consumer 
to his own undoing. Thoughtless or weak, he yields to the temptation of 
trifling immediate gain; and, selling his birthright for a mess of potage, 
becomes himself an instrument of monoply. 


From “The Chemist and Druggist,’”’ November 19, 1927: 
Re Palmolive Cases—British Court of Appeal. 

The Master of the Rolls, in giving judgment, said that after entering 
into the price-fixing agreement the appellant found he was able to obtain, 
and did obtain, soap from other sources than the plaintiff company. But 
it was clear than an agreement of price maintenance was not necessarily 
bad, and slight evidence only was needed to justify it from the public point 
of view. (His Lordship referred to previous decisions bearing on the 
case.) Of what was reasonable between themselves the Court regarded the 
parties as the best judges. The agreement did not enforce a general 
restraint. It applied only to the proprietary articles sold by the plaintiff 
company, and there was no evidence to show that the appellant would 
suffer any material inconvenience if he never sold another cake of Palm- 
olive soap. At least the appellant had a choice. If he did determine to 
sell, why should not the matter of price be decided according to the agree- 
ment? If the respondents fixed a price so high as to preclude a sale of 
their goods, that would be their loss. There was no restriction upon the 
appellant’s selling other people’s soap. Different considerations might well 
apply if the appellant was bound by contract to buy definite amounts of 
the respondents’ goods, and precluded from buying the goods of others. 
It was impossible tc hold that the contract was unreasonable, and the 
appeal must be dismissed. 


We would respectfully suggest that the machinery set up to administer the 
Combines Investigation Act is entirely inadequate. The history of the operation 
of this Act and its relationship to the P.A.T.A. affords a convincing argument 
in favour of a more adequate and satisfactory machinery both for investigation 
and decision in matters in regard to restraint of trade. 


We would suggest the setting up of a board along the general lines of the 
Board of Railway Commissioners, composed of men with business experience or 
having a knowledge of economics, whose judgment would command the respect 
of a business community, and that adequate machinery for investigation should 
be organized by such a board. We would further suggest such amendment to 
the Combines Investigation Act as would make legal agreements between manu- 
facturers and traders for the maintenance of fixed resale prices when such agree- 
ments have been approved by the board above suggested.” 

I have a note here that might be very interesting, the average number of 
persons per drug store. I have not dealt with the reports made by Commissioner 
O’Connor and Mr. McGregor; I do not think there is any use threshing old straw, 
but they did intimate that there were too many drug stores in Canada. The 
average number of persons to each drug store in Canada is 2,871, and the average 
number in the United States is 2,107. . 


a 
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By the Chairman: 
Q. Will you repeat that, Mr. Sparks, please?—A. The average number of 
persons to each drug store in Canada is 2,871, and the average number of persons 
to each drug store in the United States is 2,107. 


By Mr. Parry: 
Q. What year were those figures for?—A. That is 1930. 
The CHarrMAN: That is the census? 


The Witness: I will just file those figures. 
The CHAIRMAN: They will be incorporated in the record. 


GENERAL DRUG STORE STATISTICS 
Population of Canada (estimated) 1930.. .. .. -. e+ ee ve oe ee eee 
i kg SHA We 559 


Number of Drug Stores in Canada, 1930.. .. . Er EEN 505 
Average number of persons to each drug store .. .. 6s ee ee 2,871 
1925 1930 
PTA bIOIs 5 Pee ie Nore tae sg aie Pay “pe 9,364,000 10,215,571 
Number! ot RetailStores:.. i oc pe. A es 129,684 125,002 
Average number of persons to each store.. .. .. 72 81 
Average number of families to each store.. .. 16 17.5 
(Based on average family of 4.62 persons, according to Q.B.S8. figures for 1921 
census. ) 
; U.Si7A. 
Poonlation of: U.i8.A.:(1930).,. seve zeusiseee 122,775,046 
Number of Drug’ Stores’ (1980) 0... ee ee te we oe we ale 58,258 
Average number of persons to each drug store.. .. 2. s+ ee oe os 2,107 


The Cuatrman: Now gentlemen, are there any further questions to ask 
Mr. Sparks? 


By Mr. Edwards: 


Q. Ihave one question. It may not be relevant to what he has already given 
us, but it is with reference to advertising. I was looking through those files that 
he presented but I did not see it there. However, some time ago there was a large 
chain store that used to advertise themselves as “The Enemy of the Drug 
Trust.” That was the slogan that they had. Was there ever such a thing as 
the “ Drug Trust ”?—A. I think you are referring to Mr. Tamblyn’s advertising 
previously to the P.A.T.A. 

Q. It was a large chain store at any rate?—A. Yes. 

Q. To your knowledge, was there any such thing as a “ Drug Trust,” Mr. 
Wilkinson?—A. I am quite sure there has not been. I do not know what you 
mean by “ trust.” There has never been any such thing in my lifetime. 

Mr. Epwarps: The inference was that there was such a thing as a trust 
and they were the individuals who were out to fight this combine. That is what 
I would take out of it. Was there any such a thing as a drug combine? 

Mr. Wiuxrinson: Foolishness. 


The Wirness: Mr. Chairman, the druggists of this country would welcome 
a most complete investigation of their ‘business, a complete investigation of their 
operations under the P.A.T.A.; they would welcome the widest kind of enquiry 
because they are satisfied that their case is sound. There is no idea of burying 
anything, or doing anything secretly or privately to injure the public. The widest 
possible investigation would be most desirable to the druggists of Canada. 


By Mr. Kennedy (Winnipeg): 

Q. Mr. Sparks, what effect does this price cutting have on the wages of 
those employed in the retail drug trade?—A. Well, I have no examples to sub- 
mit of cutting of wages but that sort of thing is bound to work out, in drugs or 
in anything else. If a producer is driven down below an economic price then 
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he will follow the line of least resistance and cut wages. We do not make any 
allegations or charges against the manufacturers having Gone that, but on gen- 
eral principles that is the effect of price cutting. 

Mr. Epwarps: I think Mr. Kennedy referred to the Catatiei if they could 
not make money.—A. They will cut wages, of course they will. 


By Mr. Kennedy (Winnipeg) : 

@. Has there been any cutting of wages, so far as you know—A. Regis- 
tered druggists are working for $15 and $20 a week, professional men. 

Q. They had to take a University course?—-A. Oh yes. 

Q. Of how many years?—A. Three years. Yes, the trade is in a desperate 
condition. 

Mr. Wiuxinson: And these men are not working 40 hours a week; they 
are working more nearly 70, 10 hours a day 7 days a week. 

The Witness: The fact that we have referred to two English reports 
which show identical conditions would, I think, lead to the conclusion that our 
statement is correct, that it is this thing that has affected the drug trade. The 
depression has not affected the price perhaps as much as some others. In fact, 
some people went from the doctor to the drug store. They possibly could not 
afford to have a doctor and they went to the drug store and bought proprietary 
medicines, so that the bigger part of the desperate condition of the retail drug- 
gist 1s due, we are convinced, to unfair price cutting; and we are convinced we 
have an honest, straight-forward method of carrying out business, and that is 
what we ask this committee in its deliberation to recommend to parliament, 
some action which will make possible the elimination of these things we com- 
plain of and what we believe to be a public evil. 

The CHarrMAN: Well now, that is all to-day We will adjourn until 11 
o’clock to-morrow morning to take up the report of the auditors on department 
stores. 


The committee adjourned at 5.40 p.m. to resume on Tuesday, June 5th, at 
11 a.m. 
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House or Commons, Room 368, June 5, 1934. 


The special committee appointed to inquire into price spreads and mass 
buying met at 11 a.m., Hon. H. H. Stevens, presiding. 

Mr. Norman Sommerville, K.C., and Mr. W. W. Parry, K.C., of Toronto, 
appeared as counsel for the committee. 

The CuarrMAn: Order, gentlemen. The minutes of yesterday’s meetings 
indicate the witnesses heard and certain exhibits filed. We will declare them 
approved. 

Now, Mr. Sommerville, who is your first witness? 

Mr. SomMERVILLE: I propose to proceed with the consideration of the report 
of the auditors appointed to investigate department stores. To-day we will 
commence with Woodward Stores Limited, in Vancouver, Spencers Limited, in 
Vancouver, followed by the Army & Navy Stores of Regina. By process of an 
examination of these organizations which are smaller than several of the big 
ones, we will get a plan of operation, and in this way know better what to look 
for in sizing up the situation of the bigger accounts when we reach them. 

The CyatrMaN: Each member of the committee is supplied, I believe, with 
a series of printed forms that will be followed in the evidence by the witness, 
Mr. Nash and his assistants, as we proceed. 

Mr. Sommervitte: There are certain key statements that will be referred 
to and the same system will be followed throughout. 

Axupert E. Nasu, called and sworn. 

J. Grant Guassco, called and sworn. 


By Mr. Sommerville: 

Q. Mr. Nash, you are a member of the firm of Clarkson, Gordon, Dilworth, 
Guilfoyle & Nash?—A. Yes. | 

Q. Your firm is a firm of chartered accountants and auditors?—A. Yes. 

Q. And at the request of the committee you have inquired into certain 
operations of the department stores in Canada?—A. Yes. 

Q. You have now before you the report on the Woodward Stores Limited, 
in Vancouver?—A. Yes. 

Q. Will you just present to the committee the result of your inquiry there, 
upon the scope outlined to you by the committee?—A. In the first place, I 
would like to say this, that in making our investigation of Woodwards and 
other department stores we had in mind particularly certain major phases. 
Firstly we had in mind the price spreads between the cost of goods purchased, 
and the price at which those were sold to be public; that is, the percentage of 
spread to the cost and the percentage to the selling; secondly, the expenses ins 
cidental to the selling and distribution of those goods; thirdly, the wages and 
salaries paid by these companies in carrying on their business; and fourthly, the 
capital set up, the ownership and the resulting profits or losses to the ownership 
of these companies. The statements are so arranged that I think we can follow 
those four phases without very much difficulty. 

Q. Your statements will also indicate the growth and development of this 
method of merchandising?—A. They will indicate the growth and development 
of the merchandising, and the growth and development of the company itself— 
the erowth of its capital, the growth of its own worth, the growth of its business. 

Q. That growth is given over a period of what?—A. Ten years, generally. 

Q. Generally speaking, a ten-year period?—A. Yes. 

Q. With a reference to the earlier history, in order that one might get a 
picture of the whole situation?—A. Yes; we thought it proper and fair to take 
ten years, because five years would only have brought us back to the commence- 
ment of what is commonly called the depression period. We therefore went 
back another five years until we got into what is known as the period of ex- 
pansion. 
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WOODWARD STORES LIMITED 


Batance SuHeets—For ELEVEN YEARS ENDING 31st JANUARY, 1934 


As at As at As at As at 
——. 31st January, | 3lst January, | 3lst January, |31st December 
1934 1933 1932 1930 
w $< cts. $: eects. $ ets. $ = ets. 
Assets 
1/Cash in Bank and on hand... 220 cE..3 579,959 21 375,696 62 564,593 37 522,421 31 
2 LessF-ONeTOTaits.....¥.3.250 me aids oa yy ® a | an a 323,434 78 7,682 37 
3 Outstanding Cheques........... 50,057 40 185,598 “200 Ae ee 560,277 41 
4 497,646 82 190,098 41 241,158 59 44,538 47 
5|Marketable Securities—Bonds, etc., at cost] 1,175,407 55] 1,140,977 36 689,354 05 292,384 85 
6 Accounts; Receivable. cy cid fae oe 102,296 24 48,254 00 32, SL 22 41,181 90 
21 LAGIY WACOOUILES. nab aataed sl: 0% Saks + akisuek «ee 56,367 86 62,069 85 83,877 98 111,750 92 
8]Merchandise on hand................0..2.. 1,648,804 45} 1,690,514 16] 1,890,602 29] 2,048,807 27 
9 Total Current Assets..........] 8,480,522 92! 3,131,913 78] 2,987,804 13] 2,449,586 47 
Buildings, Plant and Equipment:— 
10 Buildings and Real Estate—at cost....| 2,458,600 00} 2,458,600 00} 2,885,000 00} 2,394,000 00 
11 Hurniture and Fixtures... 2. 5. a: san: 2s 3, 2oDy oka, 20 232,900 22 232,492 65 219,336 23 
12 GarageiEQuipment:} . os: cea gen hiete. 24 7,043 54 7,043 54 6,769 54 4,097 91 
13 Plant, Elevators, Heating, Refrigera- 
TIGN. | O06. ass wecick eee a ee 295,897 73 286,897 73 272,593 56 269,238 56 
14 Automobile Equipment—Depreciated 
Velie ish, Sateen ota Oe weer te. 7,650 41 8,243 21 9,485 21 11,000 00 
15 3,005,003 93] 2,998,684 70} 2,906,340 96] 2,897,672 70 
16|/Investments in other Companies........... 89,907 70| 34,200 00 34,200 00 34,200 00 
Due from Shareholders and Employees:— 
17 Shareholders—Drawing Accounts...... ABS Tlior Dis| 30,604 44 15,709 02 4,705 85 
18 Spécial Advancesito, Shareholders... voi). od eis mie hacrnisied caedinn thon ~ cael 201,108 75 201,108 75 
19 Employees—re Stock Purchases....... 56,859 20 AY 974 15 OD UO 20) eee ee are 
20 C. Woodward—Trust Account......... 7,955 08 21, 5501260". 86) de ae Do... 
21|Prepaid Expenses—Taxes and Insurance.... 66,038 77 G6, OO a eo Me keer ee 
99] Good Wil iro avin kies.. oC eee a. al eras ages. eed. See ee See Oe rae 137,793 29 
23 6,699,999 81] 6,320,436 33] 6,146,222 11] 5,725,067 06 
Liabilities 
$41 Necomite Payable... 42. KOVR aAN Pea. 203,244 79 226,805 10 204,202 69 194,420 33 
25\Billsi Payablewe. . cui.aivem. spiced aiten Syeotele 9,640 19 25,268 08 72,668 50 
26|Salaries and Wages accrued................ 5,617 56 Cg Re OG ayn: cat age Hage 2 Sah Pe se = 
271Provision tor Income Taxes... 46. 02 £ 160 000-00) 2O0 E40 SPO EO OT, SRS SE Ae 
28 Total Current Liabilities...... 377,099 47 239,700 37 229,470 77 267,088 83 
Reserves:— a 
29}; For Depreciation on Buildings, Plant 
ane Fiquipmencs sie teehee eee se 581,829 19 494,317 47 408,392 04 327,816 34 
30 FormContingenciess e204. £4). 225 « 30,000 00 30,000 00 30,000 00 30,000 00 
ou For Accounts Receivable and Liens... 29,201 86 28,043 56 30,891 39 27,542 00 
32 For Mail Order Insurance............. 2,500 00 1,000 00 1,000 00 1,000 00 
33 Por Marine  Insorances <n. aut eee 74,986 98 73,466 96 70,950 34 68,619 89 
34) +s For Stock Depreciation, .. .fkese cen tu 75,000 00 75,000 00 19;.000" 00} see. tee ee 
35 793,518 03 701,827 99 616,283 77 454,478 23 
36| Mortgage Loans and Agreements for Sale..]..............]..... HAS DIM aie Be 3,500 00 
SFINGtes PWood ward Limited?! .. 200A. gre. O76 10. Lea. oft. La SIL .Lolsliwore.or? 
SS Share Capital) «ces. ect. % Aso Mob shee’ 5,000,000 00} 5,000,000 00} 5,000,000 00} 5,000,000 00 
SOT OUL Rea Moe tna ele «ete cea ok eee Loe. 529,382 31 378,907 97 SOO, OER ET: ae Cte. eels 
6,699,999 81] 6,320,486 33} 6,146,222 11} 5,725,067 06 


Losses are shown in black type. 


PRICE SPREADS AND MASS BUYING 2623 


WOODWARD STORES LIMITED 


BaLtance Surets—For ELeven YEARS ENDING 31ST JANUARY, 1934 


As at 
3lst January, 
1927 


o As at 


As at s 
31st January, | 3lst January, 
1925 1924 


3lst January, 
1926 


As at 
31st January, 
— 1929 


As at 
3lst January, 
1928 


As at 
3lst January, 
1930 


a a ac | TT ae a 


ema 8 Sa —ebe. Go ete. $ ets. 


309, 542 07 268,457 45 290,278 37 58,019 77 29,189 03 82,255 18 32,237 16 
ee ae ncaa beara a aes bere ee 12,167 68 24 GOO CO) cts es nc es se anaes aie ae 
339,726 70 271,560 86 305,737 71 311,165 62 469,632 13 415,934 36 200,277 47 
30,184 63 3,103 41 15,459 34 265,315 54 468,109 86 333,679 18 168,040 ol 


197,036 42 
111,708 24 


107,086 42) (S055. 5. | ae ast es 450 00 134,506 48 84,129 61 
144,696 22 174,507 34 87,376 50 32,221 03 72,755 53 68,090 18 

$90 SOG SAS eraser heaters sre ep rene armed «= cone esi eal. oe Huse nage bre | Minit Olena meee td 
1,839,215 90} 1,406,631 46] 1,188,213 69 


a rer | re ee ee, al 


2,240,172 36] 1,745,260 69) 1,342,261 69 


$$ 


ONO FP Whe 


| eee 


1,777,000 00} 1,613,000 00 1,313,000 00 917,000 00 
142,520 66 132,781 21 66,436 11 40,080 01 


eee ed Nos kere Be 2 cwokces spapaue “sayallisf=->) @ingphe exe yous SonallicE> © Cacuer easulats: Sac geilic:°1°\ te Gakes oaeime Meee Ae Raney a era 


208,322 71 149,613 47 149,613 47 129,478 65 62,099 39 
10,000 00 7,318 00 7,129 60 7,000 00 7,000 00 


pee se Se as oe nn et A ee eS a al | eee, 


2,615,240 83} 2,076,452 13) 1,902,524 28 1,565,577 18] 1,515,914 76] 1,026,179 40 828,554 75 15 
; 34,200 00 "34, 200 00 pe 200 O00) 129. 252.2). =... 5,500 00 5,500 00 6,000 00 16 


os Bin segecaegell WE Ais Ds ie tated |B 5 Ri a ie A oo Oe te SC RS ER Ds ey eae a ee ae 
Re ee a ER os on SRD, SORA seve! ciictiocel|iRenes> aberangans as: eyes) shsi4s 9: swgilen eeieiich-sitsaita] Oar Nc Acne Aelae AAG a SL aa ad ay 
Oe eeeaeal BS [5 BRS 3 vt, Alweteat| Is BeaNPnSuc Me MeMORP RCN PE, CUCM RCO OOM EM (ce Ca a a a Sai So 


ees Some er 


Pee I AA, Cer oe a = nates she: + iogei| opeaets Aaimoeaeie we) * ge 2h +19) shits anaes “eynl Caen <neR eR eae SAR Gao AN 


1,973,002 90} 1,814,792 32 1,641,963 64|2 


= = ee ee ee ———E A 


SS — —  — . 


204,384 27 233,216 89 379,849 93 185,175 04 175, 663 94 
25,731 5€ 39,805 23 22,075 91 22,654 80 27,088 28 26,458 59 


AL oti gle |B Bec 4 aint Aes Fee I Des UR Bes CAD RG REE Rr ed bc STS i aaa cae a aa | Wars NY TM oe 


Se A AO ee on nil tesa < eutrepseks © 6c | oheiehs Bsa amos gel Ra nay ae Suphas oasis iSite get we NA SIN OL ee oe 


395,336 89] - 


230,115 83 


273,022 12 


401,925 84 


256,846 62 216,737 54 164,149 13 113,034 66 72,589 89 
26,000 00 10,000 00 5,000 00 3,000 00 3,000 00 


si te EN IE eee et Sel We eerie ei be cat ars oa ay | Ce a a aac ee a hs oa (Re NE 


36,923 42 


Re A ae tua el] a¥Sisone ionSia Suchaaiss * ands [io s0) * keg gene RM Ge Senta Ra tan co ae ea aa a Ne 
See re erry are ey, «| Seed. tacts, aaah ae + = [repeats eeemch eg amebepe 9 if Bei chien en ceinn te 2p enka nace RSE! OT A 


he 8 Lad. ade snp aokddintnepsondonsngeocan in staiohe vt kes soy Susan ech nics pinion gk tie ie NSE RT 1+ Se 2 alee 


226,737 54 169,149 13 75,589 89 39,923 42 


35,000 00/ 28,555 57 43,334 67 
Peete ey eer ee heh A eae mera 119,186 23 
1,250,000 00| 1,250,000 00 1,000,000 00 


115,334 00 
119,186 23 
1,000,000 00 


2,720,484 74| 2,071,153 16] 1,429,355 42 944,480 17 522,628 79 338, 226 14 194,320 54/39 
4,889,613 19] 3,855,912 82] 3,278,985 97 2,466,962 84| 1,973,002 90 1,814,792 32| 1,641,963 64/40 
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WOODWARD STORES LIMITED 
Oreratinac Accounts—For Ten Years Enpine 31st JANUARY, 1934 
Year Year 13 months 11 months 
ending ending ending ending 
—- 31st January, | 3lst January, | 31st January, |31st December, 
1934 1933 1932 1930 
ei $ cts $ cts $ cts. $ cts 
TBS1ESS. FH. so. deh Os ee ce ee BO oa 7,836,838 00| 7,991,477 31] 10,053,655 52| 9,146,934 63 
Cost of Sales:— Te 
2 Inventory at beginning of Period...... 1,690,514 16} 1,890,602 29} 2,048,333 05) 1,839,215 90 
3 Purehiases st he8 tee. . Ae. SET BPP... ; 5,855,248 54| 5,738,395 33} 7,608,775 43] 7,266,838 21 
4 7,545.762 70| 7,628,997 62} 9,657,108 48} 9,106,054 11 
5 Inventory at end of Period............ 1,648,804 45} 1,690,514 16] 1,890,602 29) 2,048,333 05 
6 5,896,958 25) 5,938,483 46] 7,766,506 19| 7,057,721 06 
Cred PROT 08 RIL SEN. BL Bon see | 1.939.879 75| 2,052,993 85} 2,287,149 33| 2,089,213 57 
8 Add—Discount on Purchases.......... 83,479 50 84,713 55 117,507 58 114,929 68 
9 2,023,359 25| 2,137,707 40| 2,404,656 91) 2,204,143 25 
Expenses:— ee 
PVG VETAISING. cesta. io don yee naan 107,668 97 109,560 62 132,450 16 118,112 23 
11 Miteeations?s Cee... | 568. SRB... 1,672 89 5,084 97 10,260 63 24,848 14 
12 CACRIOCGOE 45, we 8 Sh aes A 19,211 90 21,066 33 23,339 49 22,589 15 
13 WontingZenGar AN, «oes s A a Ness he ec crciree types Seep Rl atest RPE ee oy Rese 9,790 03 
14 Delivery cies ere ee 3,466 32 4,929 33 1,815 42 9,481 20 
15 Crarane.... ds: CEL atk A RAG FRO Od. NS GOR TLL ISR. PRE Re ae 2,402 91 298 06 
16 Depreciation. 70? Fh See i 90,020 62 88,067 43 82,490 70 76,781 79 
17 Wionations#s 28.8 2s. oc Ud... | 6,978 95 7,300 34 6,028 01 6,148 50 
18 PNSUTUNCH.#. o.. Momens. Reith ss os ae 11,770 88 16,765 46 25,371 22 15,755 68 
19 PDEs bec chct kb ei Ga ees soon te 1,741 63 Lnhb554 3,953 10 7,532 36 
20 Liven cess Lia Ge, 5 xn Suitsds Pune aise 94 2,326 50 A SFOS MMO <b vn ae 1 on aa Eo AS et 
21 Light, Fuel, Water and .Celephones «3041. bcs ae oop oolebatre aoe rou 49,274 46 34,394 89 
22 ashi Ahh AOA G ae ck las Anne ae 33,538 40 38, S68 051. > n2amamcs cael sbetstde eee een? 
23 Mail Order. Delivery... .b.ccs0ce0enrens 11,951 49 9,669 56 11,487 26 9,244 50 
24 Dfail Order Fixpense cin cdintees poco exeoe 9,531 63 11,847 79 1 RA eS 10,467 89 
25 Maintennnbes Serer een 41,776 66 48,579 68 48,112 06 48,093 20 
26 Life Insurance—Employees............ 1,067 30 980.50) i ete | eae ORO eee, 
27 Office Mxpense: so 2 re St eee 2,302 40 1,652 15 5,289 76 2,427 34 
28 UMTS Oke. Cae MeaCeeNM eee Ey 1,015 08 068.221 |. . oo4. ceeded chao 
29 TRGHISORA ON 2 Geno's olen ce hog tenes f30s 1,506 54 199 55 582.47) txt. cee ey 
30 Rejecteds( hecdues... 8.2 <sh 5. oc om nce ack 1,316 81 1,477 65 3,271 50 2,258 38 
31 Rent, Charles Woodward............. 15,000 00 15,000 00 15,000 00 15,000 00 
32 SRIOOINE... [ee fhe Os. as Sderes Se» ok 7,605 61 34 52 163 84) Ee 4508s... 
33 Sundry Expenses PET A, Na es ee eee § 13,483 30 6,383 75 12,076 57 QeQooroe 
34 Taxes-—Municipal. «0.0 ctacncnnoes oe 75,897 54 yf aie ee = 73,787 26 66,080 87 
35 Pravelling stro Te Pro eee 81 42 1,670 27 4,419 26 1,793 09 
36 Workmen’s Compensation Board 

AMOONDADNGFes ater peers eee ee 4,217 55 1: 796 2013S SE ee ee 
37 LECT Ce SC ee Sn eee 73,167 70 80,111 09 80,136 30 56,486 39 
38 Wages, Salaries and Bonuses........... 952,326 69} 1,009,805 09} 1,212,371 01 974,722 59 
39 1,488,614 62} 1,565,574 91] 1,819,304 70| 1,514,539 67 
A0|Operating Profiti—Forward................. 534,744 63 572,132 49 585,352 21 689,603 58 


Losses are shown in black type. 
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WOODWARD STORES LIMITED 


Oprgratinc Accounts—For TEN YEARS Enpinea 31st JANUARY, 1934 


Year Year Year Year Year Year Total for 10 | 
ending ending ending ending ending ending years ending 
81st January,| 31st January, | 31st January, 31st January, | 3lst January, | 3lst January, 31st January, 
1930 1929 1928 1927 1926 1925 1934 
$. cts $ cts $ cts. $ cts. $ cts. $ cts. $ cts. 


9,717,573 98) 9,235,446 82 8,683,617 07| 7,900,436 25 6,385,268 05| 5,479,935 41] 82,431,183 04 


Se (re eee ee ene | a er 


1,406,631 46 
8,028,214 19 


——— 


1,183,213 69} 1,079,322 70 887,026 91 909, 530 09 822,229 41 822,229 41 
7,425,360 04) 7,032,836 64 


6,545,064 56| 5,260,575 18} 4,630,599 16 65,391,907 28 


9,434,845 65] 8,608,573 73 8,112,159 34| 7,432,091 47| 6,170,105 27| 5,452,828 57| 66,214,136 69 
1,839,215 90} 1,406,631 46 1,183,213 69} 1,079,322 70 887,026 91 909,530 09) 1,648,804 45 


7,595,629 75) 7,201,942 27 6,928,945 65} 6,352,768 77 5,283,078 36] 4,543,298 48} 64,565,332 24 


2,121,944 23) 2,033,504 55 ~~ 1,102,189 69 
79’ 120 08 


117,330 92 113,792 89 101,579 33 100, 169 30 
2,239,275 15) 2,147,297 44 1,856,250 75) 1,647,836 78} 1,181,309 77 


————$————————— —— 


1,754,671 42| 1,547,667 48 


936,636 93| 17,865,850 80 
73,115.92 985,738 75 


—— 


1,009,752 85) 18,851,589 55 


———— —— | —_—_—_ 


88,889 76 
16,324 08 


80,588 02} 1,092,021 91/10 


4,949 26 111,904 32)11 


19,988 92 23,995 70 22,459 98 19,704 78 17,716 34 13,388 54 203,461 13}12 
8,402 35 4,402 55 7,860 44 2,182 07 FY dpe ie a ce Bea ee Se 35,614 77|13 
8,408 saat 8,909 80 11,085 50 12,520 42 12,895 18 10,477 51 86,689 67 cs 

ee Se 1 

69,144 13 55,725 01 52,896 87 42,672 77 35,666 47 20,317 94 613,783 73/16 
3,910 50 6,142 50 5,865 09 805 00 1,880 00 1,661 50 46,720 39|17 
15,308 63 13,061 41 15,938 43 11,505 34 10,781 35 9,522 37 145,780 77|18 
11,725 42 9,675 11 9,074 71 16,242 35 21,431 43 17,347 23 100,438 88)19 

i RE es 5 fe RES SPS sO at a ie cee a 7,029 50/20 
31,501 93 30,685 91 27,844 58 27,057 67 17,633 82 16,843 03 235,236 29/21 
Se eee eee ee ee eaxgeeNOCY A (KS RAR LAIN CF SRR IREDCRAS (EA ree eat Pa deaiamana PP 72,406 45/22 
9,324 98 8,362 35 7,636 33 5,573 25 4,936 01 2,909 66 81,095 39}23 
11,999 32 5,678 64 7,414 32 6,389 62 4,135 87 6,004 24 88,690 63/24 
40,557 34 34, 254 29 30, 643 58 26,545 42 23,295 61 26,912 17 gens 01 a 
es TE Sy SIRT Trae Be Pee i Io ace lates oaiegte | Than enim nt 2,047 89/26 
2,959 67 2,765 86 4,084 28 6,024 97 3,287 16 3,209 39 34,002 98|27 
ee Rn BE eel TRIP BB ROR at PA Ay ll amar ey 46 86/28 
837 15 OAPESS TES COMER. 1 ER gt aw w= SMe Pal hd» 3 Saree 3,350 59|29 
1,853 50 2,388 22 1,789 18 2,170 13 1,002 44 629 98 18,157 79|30 
15,000 00 15,000 00 15,000 00 15,000 00 15,000 00 15,000 00 igi o 

| Se EE Ree he Serer ered ee eae mercer ds ct teas kre nory ee ke A et ,803 9 
7,164 87 6,809 10 1,993 94 3,315 02 3,222 60 6,216 21 62,898 75/33 

50,557 05 41,531 27 32,503 02 31,472 33 26,711 36 25,173 26 501,051 69/34 
3,875 06 5,021 52 3,094 14 1,868 57 3, 182-97 3,091 64 28,102 94|35 


cote RT SY | a Sears a sche pa Reet SAI tee fot ne cab atte aoe a pene pee 6,013 75/36 
64,170 83 41,132 86 29,576 25 26,754 40 548,518 91/37 
1,010,413 04 756,250 12 589,934 49 498,276 50| 8,783,812 80)38 


1,516,400 89 1,142,190 72 930,485 52 


929,196 42 
1,390,106 40 


850,516 85 
1,266,918 20 


722,874 26 757,191 04 589,332 55 505,646 06 250,824 25 208,529 54| 5,416,230 61/40 
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2626 SPECIAL COMMITTEE 
WOODWARD STORES LIMITED 
Prorit AND Loss Accounts—For tHe Ten YEARS Enpvine 31st JANuUARY, 1934 
Year Year 13 months 11 months 
ending ending ending ending 
— 31st January, | 31st January, | 31st January, |31st December 
1934 1938 1932 1930 
fy $ cts $ cts $ cts $ cts 
1]Operating Profit—Forward............0000s 534, 744 63 572,132 49 585,352 21 689, 603 58 
Concessions:— 
2 Aker y do awrewe hes gee puNeeistehe seh} Gila eae hig coe anise ere eave iene tiered caterer 
3 REICOTLONEL Yoke sas cue tae eee aie 8 $25 OF). Soc iuso.cs0 os De ooh execs ee ee 
4 EE oe RR IE Se SM 1,348 65 1,489 61 OO! 97). [oh Lil Ok E 
5 Gramophones and Radios............. Bev e aw | 11,859 71 22,318 28 21,917 30 
6 Hosiery -Repaits: ian ices er SO EN sereasemeeeeaernbetee Eee Reet kL ee 
7 Home Electrical Appliances.....0.....[. 0. ..0..02005 415 29 G3) 22). tt PhS doh 
8 Hareka Sales. Gis ee. ... 20 20 Wee. :). Wee a ee eee ie 703 60 1,516 88 
9 MUSIC. : etre ee chien creer eyes tert 15023-52 968 29 1,288 89 1,.200-67. 
10 NOMelIIES. 12b0222 Sk b. . ARATE Re B DE! OB) ek eh BER OE TO Che Ne | . EAR ts oer es 
11 Optacaliuxtigess sorte beer tera 4,101 75 3,341 18 4,405 51 3,607 23 
12 PELSKoD. jFE. ARIA: .. RR ORE S08. 4255; 00) ; (Ob a oes ol. Se ate! 0) | Bo bee aie 
13 PMotoouapes. 242.85. OETA 615 44 Ogeal 91). HOR Sa aE 3) TOR ee Ce Bs 
14 Piehure-PraQming sso ry eres tere et press nee teed prereset ert ele aemernen anne 
15 ShoesRepaikingsy O00. 1. NT AOS.LEL Let Bee aS M; SO98 37! . Lhe OS Vet oe | 16] eee ORS 
16 Pobaccd<nt aesacnsscorer inwaleeengs 7,032 07 11,209 95 9,286 78 5,500 00 
17 Wurth Iegaita. ce) ORs cece ea 1, 200-50) .2 <0 So oR oa oe SER ae ete aint ae eee 
18 Punch) Counters 08... C2208. .|.c68 BAL S08 no). 108 ORE Bil act 20 RE OLE. ol (en ieee ter 
19 24,609 88 31,759 81 38,126 25 33,777 08 
Other Income:— ar oa 
20 Boreiens Hxonanee, cscs SRS oii os as coe 12,492 92 12,910 GSN. dics donee: Be) Bae ae 
21 Puccrest, 30. She OS. .)) SER AAR eS. % 59,777 05 62,218 20 36,798 42 14,158 98 
22 Henwls recewved!.?......G00R8...... 12,965 70 16,528 50 23,909 08 18,109 75 
23 Rejected Cheques recovered.......... 178 82) a8 BEAL . . «|. Pd ek «aad ee Se wpe 
24 mower, (tems. Vee Si) ee Eee IS. Re eee 968 47 15,405 08 19; 222 30 
25 Sale of Vancouver Garment Company’s 
Stock oUt ee Ae ke ee TE. SO Pee | ee ee ae. Pee ae a ee 
26 85,409 49 92,632 10 76,112 58 51,491 03 
27|Profit for Period before provision ‘for 
Piece “Tas, Gee... Wee LE SS 644,764 00 696,524 40 699,591 04 774,871 69 
28|Provision for Dominion and Provincial 
Minatits PAROS. 2.05 OR et eek e es 160,000 00 261,105 25 144,613 56 185,949 10 
20) Netibrohtior Period2!.....i00 06.2... 484,764 00 435,419 15 554,977 48 588,922 59 


eee 


SURPLUS ACCOUNT 


SSS 


As at As at As at 
—_—— dlst January, 3ilst January, 31st January, 
1934 1933 1932 
$ cts. $ cts. $ cts 
1|)Balance at beginning of period....................-. 378,907 97 BU, Oe 04 Nnchibnue ees ene? 
a Net Profit.ior periads Bus. ... 16°. (88.088... ie dee 484,764 00 435,419 15 554,977 48 
3 863,671 97 735,936 72 554,977 48 
Deduct:— 
4 LOT V CONC Due i U8 od ao eal ca Gee ore 155,920 00 155,920 00 116,666 62 
5 Shareholders’ Special Advances written off....].............4.. ZU, FOR Fits Ace oi eekaeee 
6 Transferred to Share Capital at date of reorgan- 
mation in Desemiber £30 5! 5 1.7 eee ia ae eee Go as: witnesses Pe Ak cae ae ee 
7 (S00 Wilh Westie GIT! S800. oe UO oar cl sol 0 oe Rete enna a 137,793 29 
8 Payment of Income Tax applicable to prior 
VEADS Sc secre Gis Nise nae PR or dee B78, BOG; GG ic. re ashlee eam hes ned 
9 334,289 66 357,028 75 254,459 91 
10|Balance at end of period............eccccccceeeeees 529,382 31 378,907 77 300,517 57 


a Se ee ae ae a ee ee ee a A Po ee 


PRICE SPREADS AND MASS BUYING 2627 
WOODWARD STORES LIMITED 
Prorit AND Loss Accounts—For THs Ten YEARS Enpine 38181 JANUARY, 1934 
Year Year Year Year Year Year Total for 10 
ending ending ending ending ending ending years ending 
81st January,| 31st January, | 31st January, 31st January, | 3ist January, | 31st January, 31st January, |, 
1930 1929 1928 1927 1926 1925 1934 
$. cts. $ cts $ cts. Greeks: $ ets. $ cts. $ = ets. 
722,874 26 757,191 04 589,332 55 505,646 06 250,824 25 208,529 54| 5,416,230 61) 1 
ee ek She I Es | en ae Ee ease Sree es or 600 00 600 00} 2 
Ae 1a he IN ecm Se TIO aa a ete 8 ema a me eR Vee Ke eae bree ty hae 423 69] 3 
Bo UN oe con: OUR dic 9 HUGE” He Mera gd Wp as HP IP RS Aca aoe CO ake eA 2,898 23] 4 
19,502 48 14,286 12 11,064 66 8,917 06 6,466 07 5,024 85 129,668 74| 5 
FE PS RR | RG Coed CO as eke ad bi aidinlal Mahle 86 11) 6 
GR A Be 10k Tt DIDI E! «4 CLRID IS AB ERIS 6 50 SRR EO alg no Lainie “ao 478 51| 7 
weeding ee oat he ike eileen | ERS NG REST DE FS SAP ee pee ees ee aed a Ge ae 2,220 48] 8 
1,272 09 1,677 44 1,488 138 1,547 12 1,093 29 1,119 09 12,658 53) 9 
en el oe lid. dam tin: wie Laide hee or -pd ap k etre 750 “bac aes eee Saal 11 08}10 
3,709 25 8,675 94 PPT AN OD FA oan acc) han ede ees abe ce OL een are 25,586 82)11 
“ots oye Re tel Pace titles, iekibtel ARIES PA OEE SIRENS Edi 4 PRO rs Ok a ea 425 00}12 
We R10) BE ee CES ee ee nied eee hom wen # BE 82 TERNS A nS 0 13201 35)13 
Sh MOAR 8 3,417 67 3,483 89 1,909 168) 270 Pusu ai ss Pea re ak 8,761 24/14 
Se MME. ABD BPO WE AO DIALS. y.qhE LW. 1S. | AD TERS. Cog TRL NT’ Ho nak 28 deeb tar s Rey 1,889 87|15 
11,964 97 4,671 11 3,879 58 8,866 77 2,970 74 2,454 11 62,836 08|16 
Da pls aks hall his et» jee 2011 age, he et OO LO BOS As ol Dee aetioee anes 1 ee 1,230 36}17 
Be ee ee Midd deters tn edie Une veka nd *.>, tm ee DEB Ltt E tual ifs 1,734 19 1,799 92 3,534 11/18 


36,448 79 


10,997 97 


Oe RO BE ARE OTS ara he ~ REO. SP | Pe rer G h  ae NT Shs eRe er oe en AGA AE 


21,292 85 9,422 65 6,404 49 
21,262 80 16,884 65 8,617 09 


ee baal cectinctats «> dep eae aa » cleat etd Biers Laban ty ete gute ath Ye ee se 8 Re OR RE on oe 


41,198 82 LoS GOR BiaAnaas 4s > te 6,711 26 


Soin atte Stare Sica sia 6 Bie «6 le jeyenie’ sie © 


83,754 47 29,721 72 21,278 55 7,251 25 22,837 51 20,767 93 491,256 61|26 


H 


843,077 52 814,641 04 633,168 32 
106,245 94 85,343 31 78,293 06 31,523 40 


736,831 58 729,297 73 554,875 26 491,851 38 254,402 65 


Ot one 66 — Vee cen ts wlan coupe olay. 08 oe | op 200 pee OBOE Se te aie 


SURPLUS ACCOUNT 


529,137 92 
37,286 54 


285,926 05 


——— 


As at As at As at As at As at As at As at 
31st Decem- | 31st January, | 31st January, 31st January, | olst January, | 31st January, 31st January, 

‘ber, 1980 1930 1929 1928 | 1 1926 1925 
$ ets.} $ cts. $ cts. $ cts. $ cts. $ cts. $ cts. 


2,720,484 74| 2,071,153 16 1,429,355 43 944,480 17 522,628 79 338,226 14 194,820 54| 1 
588,922 59 736,831 58 729,297 73 554,875 26 491,851 38 254,402 65 213,905 60) 2 
3,309,407 33] 2,807,984 74) 2,158,653 16] 1,499,355 43] 1,014,480 17 592,628 79 408,226 14| 3 


113,866 62} 87,500 00] 87,500 00] 70,000 00} 70,000 00] 70,000 00} 70,000 00) & 
AGRA PARADA WoeRA Ae ooihlel® Matos 01S Doo MH AL Rotel ih, 2c fA dS Is 6 
pL a a a Re eee ee ae eee cts cl SCL ard Rg! EL EEO 7 
+ eg ie ees ange pent aaa a i as salem Boat) Reng Ses ee ERR 8 
3,309,407 33} 87,500 00| 87,500 00 70,000 00) 70,000 00, 70,000 00 70,000 00| 9 
| 2, 720,484 74| 2,071, 153 16) 1,429,355 43| 944,480 17| 522,628 79 338,226 14|10 


2628 SPECIAL COMMITTEE 
WOODWARD STORES LIMITED 
DEPARTMENTAL OPERATING STATEMENTS FOR THE YEAR ENDING 31st JANUARY, 1934 
Cost of Sales 
No. Department—Name Sales Inventory Inventory Gross 
Ist 31st Cost Profit 
N February, | Purchases | January, of Sales 
Oo. 1933 1934 
$ ets $ cts $ cts $ cts. $ ~ cts: $ cts. 
1-56 Auto Accessories. .i........02ceeeee- 85182543) o.oo Ree 7,943 73 2,488 75 5,454 98 2,727 45 
21248! Bakery sw. Lee eeeeee are Bees. 2 133,826 81] 18,354 85} 70,658 61] 15,046 88} 73,966 58] 59,860 23 
Siizo putterand Hees. ieee. 2 eee 612,842 67 6,154 74] 540,744 27) 23.399 08] 523,499 93] 89,342 74 
ZUPLG Gots and noes... °6e.; tc se cL tae. 322,169 14) 77,990 31} 216,642 04/ 79,472 16] 215,160 19] 107,008 95 
Mn BOVS . CLOGHINE no ne sce s seh oe ae: 204,276 95} 50,429 10} 151,637 88} 51,438 88! 150,628 10] 53,648 85 
UE UE RLOST STs RN ct PN ta EERE ae Ove yon 122,660 08} 56,394 15} 87,642 53} 60,239 841 83,796 84} 38,863 24 
pez: OC fockeryc. Bee alee oc cock eks 113,973 36} 80,311 91) 65,416 98} 66,372 53] 79,356 36] 34,617 00 
GRIER COGtic Becbicwe. icc heco.: 51,289 87 2,447 63} 31,067 24 2,249 59} 31,265 28] 20,024 59 
9} 7 Dry Goods ‘‘A’’—Hosiery and Gloves} 194,338 47} 89,216 61} 114,963 48] 57,330 05] 146,850 04} 47,488 43 
Opt s Staples. Ake orcs 155,794 67| 65,261 06] 109,152 22} 64,981 42) 109,431 86] 46,362 81 
OG iy << ““C”’—Ladies’ Underwear] 304,649 87} 82,145 87} 229,232 48! 96,622 70] 214,755 65| 89,894 22 
12] 8 s ““D”—Draperies.......... 159,028 61| 60,288 68] 93,648 50} 48,713 22} 105,223 96] 53,804 65 
13) 15 os “E”’—Woollen and Dress 
Goodshs: 38) 67,700 75} 17,912 67| 44,649 33] 16,196 94) 46,365 06] 21,335 69 
14} 20 * rl) ST en , ee 75,234 08] 21,338 88} 45,662 73] 15,621 77| 51,379 84] 23,854 24 
15] 24 “ “G”"—Fancy Work....... 148,528 43} 73,229 30) 103,928 63} 50,114 72] 127,043 21] 21,485 22 
16] 36 8 =< Ft NOGIONS: .7 222-20 138,597 82} 25,976 29] 102,571 39] 35,710 50} 92,837 18} 45,760 64 
Tis Ogee eee eee. ee eee 126,237 00} 39,451 30} 80,812 54| 38,473 13} 81,790 71} 44,446 29 
18) 31 Fruit and Vegetables................. 77,897 59 1,925 76] . 60,215 38 3,355 86} 58,785 28} 19,112 31 
LOMOR) BSH Pia iE Ste wkic Se cicines dre Biapctaie oe 63,651 06 6,390 32} 45,051 95 33906 73] 47,535.54) 16,115.52 
20) Fed EAE DY GUS Hirer gercctreetcateersrrseaeened Str 137,804 42} 68,155 82) 101,137 11} 61,555 26] 107,737 67| 30,066 75 
Sliso) Breshi Meats. 42 522.08... 128. 3k 633,185 87) 29,431 47} 451,207 75] 30,192 08) 450,447 14] 182,738 73 
22| tDO ALAC OTT ee ke ese ce eee ree eee 85,162 70 2,261 00} 57,069 87 1,522 241 57,808 63] 27,354 07 
Zaher Grocery wee dec eans co tees eB e ee 1,878,967 91] 260,132 38/1,608,402 37} 333,399 76]1,535,134 99] 343,832 92 
24| 27 Gents’ Furnishing.................... 371,036 19} 83,453 89] 257,561 39} 87,093 52] 253,921 76] 117,114 43 
OU OVEL ATG WALOle etter no cf ets cas hee coer 127,537 18] 66,172 94| 81,721 48} 63,053 10; 84,841 32] 42,695 86 
266130) ELairdressing thi- 29-2 80... <<: fue Oe 20,625 81 528 42 2,339 26 349 42 2,518 26} 18,107 55 
2 Jewellenyia 2:6 see sss ee. OD 30,654 42] 18,236 63) 14,516 97 9,844 03} 22,909 57 7,744 85 
28} 20 Katehenwaret 62207 00h. 5 eo te oe ae 115,265 98} 41,973 32} 80,352 25) 44,992 69! 77,332 88] 37,933 10 
20h ao buneh: @ountenric ds oc50 Seusaions 1 ae oe 44,316 42 650 62| 22,447 92 726 60} 22,371 94) 21,944 48. 
DOP Ura Va TOES 6 secre ce eee ese ae 408,602 38} 72,162 13} 285,202 93] 61,960 20] 295,404 86] 113,197 52 
SE a MOMS HOCS eee ae cet eine eee 178,036 20/ 45,493 32} 120,818 19] 39,086 03] 127,225 48] 50,810 72 
oa) 28. Menis:@lothing: .....6o-534..00 4.05.28 158,592 46} 32,602 79] 106,195 04} 31,028 12) 107,769 66] 50,822 80 
33) 1OsMallineryy.. >. | seraces et. felt.) eee: 77,735 98} 24,202 44| 49,347 14 9,811 79} 63,737 84| 13,998 14 
S418 1 PALTEEDSA A. c.¥,.. cc's Se ee owl Ae 8,263 27 7,189 50 6,566 94 7,566 25 6,190 19 2,073 08 
SOP ROPE ICtUre HTAnieg te erttr ee ee 12,831 85 8,208 76 7,095 20 7,782 39 Ley ely) 5,310 28 
SOMore WI bing sc AM ei Maat ee oe 45,461 95} 11,766 82} 36,300 73 15,396 36} 32,671 19} 12,790 76 
Oe ALSE DOCOS: xg. Ce: than, va dces sped cece Steer oe 41,399 01 3,915 83} 30,341 21 3,644 35} 30,612 69} 10,786 32 
38|40- Sporting. Goods». <.- 3.228 «..- san. oe 39,966 33} 19,078 65] 28,723 20} 17,850 39] 29,951 46] 10,014 87 
Oo Jed ELOUOL YL CW ee i Wes o oat inadiccdt paces aoe 66,983 12} 31,333 81] 35,981 38} . 19,966 65} 47,348 54] 19,634 58 
AN (4% Sto yeas... et. HP CO ok ETOP 39,435 70 8,510 73] 24,657 29 4,965 15} 28,202 87} 11,232 83 
41) i“ Pruke es See 19,461 72 3,965 65} 14,052 91 3,984 35} 14,034 21 5,427 51 
SPAR VRE NG eee, DE A Es ee 34,493 84 8,345 22) 19,886 16 5,237 50} 22,993 88) 11,499 96 
43| "3d. Pes ROOM tee es 8 one ae ke ae 22,419 67 97 80} 11,606 77 358 37} 11,346 20} 11,073 47 
44/20: Toilet Goods #2. 0. cee he ee eee 67,302 38} 33,113 82} 36,711 65} 23,714 09] 46,111 38} 21,191 00 
So) 2): Wallpapers... 9-42. as.-c- ica . fees: 90,415 58} 34,310 97| 58,213 64) 31,989 01} 60,535 60} 29,879 98 


—— 


Losses are shown in black type. 


7,836,838 00/1,690,514 16/5,750,098 66/1, 648,804 45/5, 791,808 37/2,045,029 63 
el a a ae eR a ES wd Re eh Ee a ee 
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WOODWARD STORES LIMITED 


DEPARTMENTAL OPERATING STATEMENTS FOR THE Yrar ENpING 31st JANUARY, 1934 


19,112 31 
16,115 52 
30,066 75 
182,738 73 
27,354 07 
343,832 92 
117,114 43 


beaded 8 | ee ee SS ees |e Le Lee en ee 


poe) 2) ee 2 8 eee SS ae es a a | 


—<—<—<— $$ 
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Mail 
Order 
Sales 
included 
in Sales 


no 


omarion oar w 


13,738 31/10 
19,173 74/11 
7,143 04|12 


2,170 40)13 
2,205 9914 
8,701 29]15 
3,816 27/16 
12,812 02}17 
16,680 17/18 
711 21/19 
23,435 86|20 
13,617 41/21 
339 15|22 
216,665 88|23 
33,011 69|24 
19,814 53/25 
0 40)26 


1,760 02|27 
11,451 17/28 
89 55)29 
10,740 44/30 
27,227 41/31 
16,184 22/32 
1,138 73)33 
279 59|34 
816 65/35 
8,946 20/36 
7,479 61/37 
8,059 12/38 
5,366 56/39 
7,704 25/40 
1,354 10/41 
2,615 82/42 
43 
5,091 66/44 
11,380 02/45 


ee ee 


Expenses | Available Net 
Charged | Discounts Net Depart- Depart- 
to Treated as Gross mental mental 
Cost of Financial Profit Expenses Profit or 
Salesin | Earnings in per per Loss per 
Company’s | Company’s | Company’s Company’s | Company’s 
Records Accounts Accounts Records Records 
$ cts. $ Picts: $_ .cts, Sr cts: Si Cis. 
14 77 187 75 2,524 93 1,682 78 842 15 
317 78 754 53|{ 58 787 92| 24,145 71)\ 496 42 
24,145 71) 58,291 50|J 
1.061828 | Nae es coceieeer 88,275 46 53,155 12 35,120 34 
851 71 4,512 14| 101,645 10 72,319 84 29,325 26 
379 19 3,259 00 50,010 66 41,583 55 8,427 11 
626 12 1,816 25 36,420 87 33,352 93 3,067 94 
252 57 1,314 93 33,049 50 31,128 32 1,921 18 
8 75 666 09 19,349 75 13,610 31 5,739 44 
78 29 2,658 95 44,751 19 39,158 35 5,592 84 
499 03 2,159 65 43,704 13 33,737 46 9,966 67 
398 78 4,754 81 84,740 63 60,372 73 24,367 90 
762 37| 1,840 69|{ 51,201 50) 6,256 40|\ 5,119 84 
| 6,256 40] 46,081 75} / ; 
489 38 847 68 19,998 63 17,352 33 2,646 30 
48 61 968 47 22,837 16 21,783 75 1,053 41 
2,306 07 D2 OL 16,961 24 27,160 03 10,198 79 
386 37 1,921 64 43,452 63 29,950 86 13,501 77 
1,412 49 1,766 04 41,267 76 31,795 55 9,472 21 
(CU PAN ie ee Oe 18,339 81 16,557 60 1,782 21 
DESKGOW this. ssiciseies 15,896 87 13,710 27 2,186 60 
41 77 2,229 49 27,795 49 36,566 61 8,771 12 
DAT Od Rais Sete ROI 8 182,473 31] 140,694 50 41,778 81 
246 77 1,714 72 25,392 58 26,572 80 1,180 22 
3,076 98 20,635 87| 320,120 07 168,286 46} 151,833 61 
1,470 24 5,434 33] 110,209 86 64,843 91 45,365 95 
202 29 1,870 33 40,623 24 32,920 97 7,702 27 
Iai. as 48-96|{ 18,058 59| 8,266 85|| 3,497 55 
| 8,266 85] 14,561 04) / 
49 04 369 58 7,326 23 11,252 72 3,926 49 
114 33 1,734 57 36,084 20 30,810 61 5,273 59 
B54, (0a. oe oe 21,589 78 19,025 58 2,564 20) 
763 64 6,058 96] 106,374 92 74,032 48 32,342 44 
392 92 2,466 27 47,951 33,818 26 14,133, 27 
84 32 eat 48,511 32,052 93 16,458 28 
1,324 94 1,073 40 11,599 21,959 80 10,360 00 
3 93 167 52 1,901 3,141 19 1,239 56 
31 39 132 30 5,146 5,027 17 119 42 
140 02 805 47 11,845 15,792 48 3,947 21 
DO IED ieee e tema 10, 563 10,434 76 129 01 
189 64 623 20 9,202 9,107 53 94 50 
344 92 824 10 18,465 16,734 28 1,731 28 
503 73 541 59 10, 187 10,064 80 12274: 
5 89 310 73 5,110 89 6,083 34 972 45 
83 68 384 19 11,032 11,097 62 65 53 
IW Gy ts) ieee Sree Eacgete 10,953 69 11,887 76 934 07 
166 38 833 24 20,191 38 16,172 95 4,018 43 
580 40 1,346 88 27,952 70 22,887 04 5,065 66 
21,670 38 83,479 50/1,901,210 79 1,449,945 66) 451,265 13 


655,570 69 


2630 SPECIAL COMMITTEE 
WOODWARD STORES LIMITED 


STATEMENT SHOWING NuMBER OF EMPLOYEES IN EacH DEPARTMENT DuRING THE WEEK ENDING 
2nD Aprit, 1934 Wrru ScaLe or WaczEs Parp PER WEEK 


Number 


—— of Employees Rate of Pay 
Male Female High Average 
$ cts. $ cts. 
Selling Clerks:— 
Auto Accessorigs: >. .)... StI. BIRO 5 Gliese eo sree 18 00 18 00 
Bakery. telt.%... cee. Be ee 11 2?) Soe 8 4 35 00 23 90 
1 14 40 12 75 
Butteriand ges. « :an.gne s..s . lee nek Oy. ASetir. ae 22° 30 15 40 
BOG? and UGGS). ob wn ede tee a Be aad Saye 31 50 22 00 
11 16 00 13 30 
Bove ClouUime i... ch ee, . ee Cee akc Be hovel seed one 20 00 15 25 
7 12 75 10 80 
Carpets: is 280 2s. BRR le a BT ol! a 31 50 19 35 
CROCHONY ters 5a. he sso WARE athe « 1 eka pete Wit sachs 21 00 18 25 
13 18 00 13 30 
BENT re RR eli chee Ry ‘caliper OOM) case wyeb-tongt b OCR 9 et ere 9 50 9 50 
4 13 72: 12 75 
Dry Goods WAN. re ver .Sb. Bh as Om See aloud Cagva.a ames @ tdudheance 2S scae cach caaete tieast cate ae See eee 
18 15 10 13 00 
YBN. Se te.2.. ea BE. ae sas 15 00 12 50 
Whee VE 14 40 12 66 
20 17 00 13 65 
=e PS ‘ptilllrs ahem) 2208 bei by De OU ain! 20 00 12 50 
18 18 00 13 70 
OE OR, sees eee see eee 1 Sah Lan IRR eo 14 30 14 30 
J 13 05 12 80 
CIS. es TR: - US eee ae ar he RTP ER .. See eae a Se 
7 18 00 14 00 
"ar Be iss kit aan eet. nace Bee VooeF Sls 12 95 10 50 
13 18 00 275 
nd Sea venient ewe sare Yetpes! ler Sa) eee ee a ae Pee PO) wee, Oe een PrN H eles Brg fF 
- 15 16 00 12 00 
Drage. 1, Seeshes, . ie Sek Ot. SOtOSTs OS real (Stel yo al 27 00 18 80 
3 16 00 13 65 
Fruitiand Megetablests.a¢.m... i. selina BO lO ee Og 23 00 16 50: 
v6 14 00 12 80 
PASC La. ces le ae ee ee aii na: r Ribot lie Jes So A 22 50 20 97 
ADOT RRS pangs tah ie Se Renee a ond Gage Bae yak TD ve eee 24 00 18 15 
Tresh Medta lve, : Seb. ey Geel be BS 6 9 AG Ie RE 40 00 18 80: 
1 18 20 18 20 
Crarae ee 262 it. ee Bee ee ea ee DEW, 0. POT CAREY 23 40 19 70 
KSICOTY ciddh, eth deh xc tne aad ek. Rea y) Ore ree eee 29 00 16 90: 
73 16 50 12 75 
CSOs. WUT HIStINES 0ts. een t cc te tek YE 8 ol ee 39 00 20 50 
15 14 50 ip rir 
Hard'waret® SPf.$, . Jee Sey ah. iS eee te 1 eth TR a Poesia 25 00 19 00 
THigirdressmes),.... .i24 001 .@.< . eaeoes | fe 7 OE. 7 On 17 67 
8 16 20 16 00 
BONED MOIS bx. sens. 5ic/a\s He aie. ee das Ns cuPe pastes 10 00 10 00 
0 14 25 13 50: 
WSIECUCN WIC . aac. sta ec een > SAN OS © + ac 20 00 19 50 
6 14 25 13 05 
Lunch ‘Comnter. .....)0), 788,15... 8 sar ae Sees Pee Pa 13 00 13 00 
13 16 20 14 15 
Digartles 7h, 2908... abo LRS ARs aT, PERS Ree (5h ees 18 00 18 00: 
32 26 00 13.75 
Bion a ODGOS oan. 5 cis deb aie cane: «hare haan 1 ee SR ee Ra 27 00 21 50 
2 12 75 12; 75 
Mons ACLOL DAD Da cudsinciscendnnceeesisiale Dib eiatakshaltie ations 31 50 24 65 
i! 1275 12 75 
ND TGEY Ao. eo ie entaree chet Mon ve ee AEE ir es Barend By 3d Sette toe Pe et tikes ahaa ee ee 
9 15 00 13 00 
PROMS Ss kinds oid ct ae eer ee ee ell ret a coe rete ye | oacaGNe OU Rees eah cates) cae ee ee 
2 14 00 13 72 


ae 
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WOODWARD STORES LIMITED—Concluded 


STATEMENT SHOWING NUMBER Or EMPLOYEES IN EacH DEPARTMENT DURING THE WEEK ENDING 
2np Apri, 1934 Wire Scaue or WaGEs Paip PER Werrx—Concluded 


Number 
— of Employees Rate of Pay 
Male Female Low Average 

Oe 
$©6=— sets 3. cts: 

Selling Clerks—Concluded 
Pickure Mraviess. Luss Rote S. bid. Pico sey ee! 17 50 17 50 
1 12. 7a 12 75 
Pe cc ect ts nae Calne Sole eee etas 80 Bake be oie, mas dee 12 50 19 85 
SRE, | Sh OO eee, ae an oe ye Ee Cie eas 8 00 13 00 
7 7 50 1T 25 
Sporting Goods... 056. ete eee eee eee De {She Apes LAD 11 00 16 35 
ETE VCC teats nacincogee bene gat ees + Se RT EE eR eee Te ge BU Nr ee ee cones saber tek merc tmcars etaon ate 
5 12.95 14 00 
RN Bie EE as La chiline sate oc 1 a pee rE 21 00 21 00 
cers tc. (RT k aes FO SOA LE ORE | ich BE OM APE rene BRIE | Bales. oS SATB coe ade. I rae tp aeiene cas 
1 14 00 14 00 
gis ee ios a OR Re ae ern eae was Ns g a» apwipas.ce'n'|: drecag var nheialtae mp ORC SSS eth ae aan a ava eee ake 
1 12 75 12 75 
of TRE Beet ee ae ee eee eee er te wees | heb ek Geches s Jelies ees CRRA anes seh ee eon 
12 12 00 14 00 
aE eet) sire. <4 erp var a otaihial aie>apacde® alegre me Ply ABP Ue, SERS eee OE Wereceinte ak ote aip 6 
6 12:75 14 25 
A TAO ca oe Sue gin thos oho san ies bolic Se a ART 12 90 14 40 
yi 13 75 16 75 

599 

General and Clerical:— 
A AV ERLISING oacd chloe. Hottak + Sace s reams «Fe\> 9 11 50 16 00 
PAM OTe LOTS asters cos poses cera oes oledevorele sot 14 16 20 2onoD 
Glashserswc: Si). BALMER. Pee 6A 65 12675 15 00 
WlGWItORS 5 bacceue> Pease Pilar dee seks oe Awe 12 85 17 00 
PARP CITOICT Ty okt tcwe ss acts usec tens. 38 12.75 16 00 
ibe. Wirt, aces oe LB BEt. AGA. tO... 56 10 00 16 00 
ear TO She cic eas does eo a wee ia" 3 15 00 16 00 
POLtSrsoe ee ee eee oa he ele es teek 35 14 00 17 65 
Shipping and Receiving 6 14 30 17 05 
GAS Sep pea EC ERP eer rn 15 18 00 20 35 

857 


Nore:—While the above figures relate to the regular employees there were employed during the week 
ending 2nd April, 252 extra selling clerks at wages ranging from $1.50 per day to $4.00 per day. 

It has been and still is the practice of the Company to call in extra selling clerks for special Sales Days. 
These extra employees are not required to stand by waiting for employment but are called by telephone 
from a specially prepared list when they are required. Woodward Stores Limited frequently put on what 
they call their ‘‘95 Cent Day”’ and on such days from 500 to 700 extra clerks may be employed. 

A 
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The first statement I show you is a copy of the balance sheets of Wood- 
ward Stores Limited, for eleven years ending January 31, 1934. I should 
explain here that in all the statements we shall submit, the close of the year 
does not coincide with the calendar year. The department stores usually close 
their accounts sometime in January. In the case of Woodwards, they close them 
on January 31. The statement shows that at January 31, 1924, the total assets 
of Woodwards were $1,641,000, and their capital was $1,000,000 with a surplus 
of $194,000, or a shareholders’ equity of $1,194,000. In the 11-year period, 
the assets of Woodwards grew to $6,699,000 and the equity of the share- 
holders to $5,529,000, consisting of $5,000,000 of share capital and $529,000 of 
surplus. 

Q. The surplus has grown from $194,320.54, in 1924, to $529,382.31, in 
1934?—A. Yes. I should say, in explanation, that the surplus actually grew 
from $194,000 in 1924 to $2,700,000 in 1930. 

Q. That is, in the six-year period the increase was that?—A. $2,500,000. 

Q. $2,500,000 approximately?—A. Yes, approximately. At that date the 
company went through a reorganization of its capital. The fixed assets of the 
company were appraised; the appraisal value was put upon the books, and 
together with the surplus made an amount for which new capital was issued 
in the amount of $5,000,000. The capital was issued to the previous holders, 
substantially. There was no change in the ownership and no invitation to 
the public to subscribe for shares. 

Q. By what amount were the assets written up in 1930?—A. Something over 
$1,000,000. There was a surplus, at the time of the reorganization, of $3,100,000. 
There was a capital of $1,250,000 at the time. The difference between that 
and $5,300,000 represents the amount for which the assets were written up— 
approximately $1,000,000. 

Q. Approximately $1,000,000?—A. Yes. 

Q. Then the surplus was absorbed?—A. Yes, the surplus was absorbed. 

(). And the capital write-up of approximately $1,000,000, together with the 
existing capital, constituted the consideration for the issue of the new capital 
of $5,000,000?—A. That is right. 

Q. At the present time the shares issued and outstanding amount to $5,000,- 
000?—A. $5,000,000. ' : 

Q. Then on January 31, 1932, you had the appearance of a new surplus?— 
A. A new surplus. . 


Q. What was the amount of that?—A. $300,000. 

Q. $300,517.57?—A. Yes. 

Q. Which, in 1933, grew to $378,907.97?—A. Right. 

Q. And at January 31, 1934, had grown to $529,382 .31—A. Yes. 

Q. A surplus from operations?—A. A surplus from operations. 
Q. Surplus profit from operations?—A. Yes, surplus profit from opera- 
‘lons. | 


By Mr. Young: 
Q. That means there was no new money put into it from the beginning, 


does it?—A. There was no new monev. The profits of the business were what is 
called “ploughed back” into the business. 


By Mr. Sommerville: 

Q. Then, what was $1,641,000 in 1924 is now $6,699,000, in 1984?—A. That 
is right. Those are the assets. 

@. And held by practically the same shareholders?—A. By substantially 
the same shareholders. 

Q. This is a private company?—A. A privately owned company, no out- 
side shareholders of any kind. I think the Woodward family and their immediate 
relatives hold well over 90 per cent of the shares. 
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Q. You are going to indicate to us the dividends that have been paid in 
the meantime?—A. Yes, I will do that. It comes in the ordinary course. I[ 
was wondering if I might go on with the next statement and Just bring out that 
point. 

Q. Very well?—A. The second statement is the statement of operating 
accounts for the ten years ending January 31, 1934. You will see on the top 
of the page the sales each year, and a little lower down you will see the gross 
profit; then, as against that, the expenses are detailed in fairly good detail, 
and the operating profit is shown at the bottom. The operating profit from 
the actual operations of the store itself is what I am dealing with on this 
particular statement. 

If you turn to the next sheet, vou will find the operating profit carried 
forward, and certain other sundry incomes and expenditures added and the 
net profit for the period, which is down at the middle of the sheet. Following 
that still further, under the heading of surplus account, is shown the dividends 
paid each year. 


By Mr. Young: 


Q. Is that in addition to what is “ploughed back”?—A. Yes. The dividend 
has been paid. 


By Mr. Sommerville: 

Q. In the operating account, will you just indicate the increase in the volume 
that has taken place in the sales in that period of time?—A. In the year 1924,— 
that is, the year ending January 31, 1925,—sales of $5,480,000; that grew to a 
peak in the year ending January 31, 1932, of $10,050,000. 

Q. You are giving us the figures approximately, or the odd figures?—A. I 
am giving you the odd figures, to the nearest thousand. Is that convenient? It 
will save a lot of dollars and cents. 

Mr. Youne: It suits me all right. 

Mr. SOMMERVILLE: Yes. 

Het Oe Witness: That dropped to $7,836,000 in the year ending January 31, 
By Mr. Sommerville: 

Q. But in the ten-year period the sales totalled what?—A. $82,000,000. 

Q. And the gross profits in that period were what?—A. The gross profit 
fluctuated from the low in 1925—that is January 31, 1925, I will try and make 
that clear as I go along—of $936,000 to a peak in 1932 of $2,287,000. 

Q. That was their biggest year in gross profit?—A. That was their biggest 
year in gross profit. 


By Mr. Heaps: 
Q. What was it in the last year?—A. In the last year it was $1,939,000. 
Mr. Kennepy (Peace River): The biggest gross profit was in what year? 


Mr. SommervVILLE: The biggest gross profit was in the year ending January 
31, 1932, the twelve months period. 


The CuHamrMAN: Thirteen months. 
The Witness: Yes, thirteen months period. 


Mr. Scmmervitte: I beg your pardon, for the thirteen months period, to 
the end of the year. 


By Mr. Sommerville: 
Q. The gross profit for the year ending January 31, 1934, was $1,939,000? 
—A. Yes. 
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Q. In the matter of expenses, I observe that during that period they had 
expended on advertising $1,092,000?—A. Yes. 

Q. Rising from the low of $80,000 in the year ending January 31, 1925, to 
a peak of $132,000 for the year 1931?—A. Yes. 

Q. And for last year, advertising of $107,000?7—-A. Yes. 


By Mr. Kennedy (Winnipeg) : 
Q. Before you leave that item of advertising, is that the cost of money paid 
out for advertising or does it include allowances?—A. That is the cost of the 
money paid out for advertising in this case. 


By Mr. Sommerville: 
Q. Then I observe that wages, salaries and bonuses,—at the bottom of the 
nage—had increased from $498,000 in 1924 to a peak of $1,212,000 at the end of 
January, 1932, and last year were $952,326.697—A. Yes. 


By Mr. Heaps: 
Q. What about the number of employees in the same period?—A. I am 
coming to that, Mr. Heaps. 
Mr. Hears: Unless we have the number of employees we can’t tell very 
much. 
Mr. SOMMERVILLE: We will get that picture very fully. 


By Mr. Sommerville: 

Q. Then, this operating account will give you a record of the development 
of the business?—-A. Yes. 

Q. From an operating standpoint?—A. Yes. 

Q. And the growth of the buying power of the company in that time?—A. 
Yes. 

Q. Then I observe that you carry forward onto the next page, folio 3, that 
the net profits for the period—item 29—is an amount of $5,045,000?—A. That 
is right. 

Q. That rises from a low of $213,000 in 1924 to a peak of $736,000 at Jan- 
uary 31, 1930?—A. Yes. 

Q. That is their most profitable year, in net profits. That drops to an 
amount of $484,000 at January 31, 1934?—A. It might be a matter of wonder 
to some of the members of the committee, and I can perhaps explain it, that the 
profits in 1930 were greater; that is, in the 1929 calendar year were greater than 
those of the year 1931, although the peak of the business was in 1931. My. 
explanation is that in 1931 bonuses were paid on the accumulated profits amount- 
ing to $200,000 more than the salary expenses of the year 1929; just about the 
same difference. 


By Mr. Heaps: 
Q. Who were the bonuses paid to?—A. The employees. 
Q. Which employees?—A. Everybody from the management down; that is, I 
won't say everybody. I would not like to say everybody got it, but generally, 
there was a system of bonuses paid in the year 1931. 


By Mr. Sommerville: 

Q. And that added substantially to it?—A. That added to the operating 
costs $200,000. There were no very large bonuses—I know what your question 
involves—no very large bonuses paid to the management. 

Q. Was it in pursuance of a general system or was it an exceptional amount 
at that time?—A. I think, Mr. Sommerville, it was a distribution by the manage- 
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ment. In view of the substantial profits that the company had made, they felt 
generous towards their employees in that year, and gave them a little extra 
money. 

Q. Now, in addition to the erowth in the surplus that has been referred to 
previously from $1,600,000 to $6,600,000, what amount of dividends had been 
paid in the meantime to the shareholders of this company?—A. About $980,000. 

Q. About $980,000 of dividends paid out?—A. Yes. 

Q. Out of the surplus that was accumulated there was transferred to share 
capital at the date of reorganization, in December, 1930, I observe, a sum of 
$3.195,0002?—A. That is right, yes. 

Mr. Hxars: Mr. Sommerville, would it not be as well if you put in the record 
the turn-over of the firm in that same period? 

Mr. SomMERVILLE: The sales have already been put on the record. 

The CHairMAN: Have you got a copy of this? 

Mr. Haars: I didn’t get one. 

The CuarrMAN: You will find it at the top of the second sheet. 


By the Chairman: 
Q. What do you say those dividends were over the period?—A. $980,000, 
roughly. 


By Mr. Kennedy (Winnipeg) : 
Q. What folio are you reading from that shows that?—A. The third page. I 
don’t know whether it is number three with you, but it is the second half of the 


profit and loss account. . 
Q. There was not a total here?——A. I totalled them. It was not totalled. 


By Mr. Sommerville: 

Q. After the payment of those dividends, the transfer of this surplus to 
capital account and the payment of income tax, there now remains in surplus 
account a balance of what?—A. $529,000. 

Q. $529,382.31?—A. Yes. 

Q. I observe the dividends have been very largely increased since the years 
1928-1929. Up to 1928 they were $70,000 a year?—A. Yes, that is right. 

Q. 1929, $87,500; 1930, $113,000; 1932, $116,666; and 1933, $155,920, and 
1934, $155,920?—A. Yes. They have been increased. They are not, as a matter 
of fact, though, any higher in relation to the profits. 

Q. They are not any higher in relation to the profits. They are larger?—A. 
They are larger in amount, but actually a smaller percentage of profit has been 
distributed in later years. 

Q. What is the entry for the 31st of January, 1933, shareholders special 
advances written off?—A. I am informed by agents in Vancouver in this case— 
I didn’t make a personal examination—that those were advances that were made 
to certain of the Woodward family, perhaps you might call them in anticipation 
of dividends, and were written off at that time. 

Q. So that in addition to the $980,000 in dividends they received an addi- 
tional $201,000?—A. That is right. | 

Q. Or a total of about $1,180,000?—A. Yes. 


By Mr. Kennedy (Peace River) : 
Q. Were they getting salaries on top of dividends?—-A. Oh, yes. 


By Mr. Sommerville: 
Q. In addition to dividends, the executives were getting salaries?—A. Yes. 
Q. The salaries in this company are very reasonable?—A. Very moderate 
in this company. 
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Q. Very moderate in this company?—A. Apart from dividends, the salaries 
are moderate. 

Q. Now, the next statement is departmental operating statement?—A. For 
the last year of operations, the year 1933, ending on January 31, 1934, and this 
will show the department, the sales of that department, the cost of those sales, 
the gross profit and the mark-up percentage. 

Mr. SOMMERVILLE: Just a minute. These statements had better be printed 
into the record, had they not? 

The CuHarrMAn: Yes, I think so. 


Mr. SOMMERVILLE: These statements that have already been filed will be 
printed as part of the record. They will come first. And so with the depart- 
mental mark-ups.—A. Shall I go on? 

Q. Yes.—A. That shows that on sales of $7,836,838 in the last year of opera- 
tions, there was a gross profit of $2,045,029.63, or an average mark-up of all 
departments of 35-31 per cent. 

: Q. Is that the actual mark-up on the cost?—A. That is the mark-up on 
the cost. 

Q. The laid down cost?—A. The laid down cost. Now, if we eliminate 
from that the grocery and food departments we would get an average mark-up 
of 42 per cent on all departments on cost. é 


Mr. Hears: What was the grocery mark-up? 


By Mr. Sommerville: 


Q. If we eliminate the grocery and food mark-ups.—A. I have not worked 
it out, but I could very easily. 

Q. Eliminating the grocery and food mark-ups leaves a gross mark-up of 
42 per cent on all the other items?—A. The grocery was 22-4 per cent. 

@. The grocery is 22-4 per cent. Generally speaking, throughout the 
department stores you have examined, grocery and food departments show 
a low mark-up?—A. Yes. 

@. And then because it is a low mark-up in the one department, it tends 
to bring down the average of the whole?—A. That is quite so. 

(. And it does show the more in proportion to the volume in that grocery 
or food department?—A. Quite right, and the reason was that the sales in the 
grocery department are $1,878,967.91 out of a total of $7,836,838, or 25 per 
cent of the whole. 

. 25 per cent of the whole business was in the grocery and food depart- 
ments?—A. Yes. . 

Q. Because of the grocery department representing 25 per cent of the entire 
sales, it has a very important effect upon the whole average of mark-up, when 
you include the grocery mark-up in the statement?—A. Quite so. 

Q. By eliminating it, then you get a 42 per cent mark-up on the cost. of 
the remainder of the goods that are covered by the departmental figures that 
you have submitted?—A. Yes. 

Q. Now, let us take some of those samples. In your candy department, 
you have a mark-up of 64:05 per cent?—A. Yes. 

Q. In your dry goods, draperies, you have a mark-up of 51:13 per cent; 
in your dry goods, notions, you have a mark-up of 49-29 per cent? 

Mr. Kennepy (Winnipeg): The hairdressing has a mark-up of 719-05 per 
cent. 

By Mr. Sommerville: 

Q. We will come to that. On drugs you have a mark-up of 54-34 per cent; 
fruit and vegetables a mark-up of 32-51 per cent; fish has a mark-up of 33-90 
per cent; fresh meats have a mark-up of 40-57 per cent?—A. Yes. 

Q. Gents furnishings have a mark-up of 46-12 per cent?—A. Right. 


1, 
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Q. Hardware has a mark-up of 52-32 per cent. Hairdressing shows a large 
mark-up, but that is because it is only the cost of materials that are taken 
into consideration?—A. Yes. 

Q. Labour has to come out of that?—A. Yes, and if you take the work- 
room, what was called the work-room expenses, wages, out of that, you will 
reduce that mark-up very substantially, as you will see in the next column. 
It does not really mean anything. The hairdressing department, strictly speak- 
ing, should be eliminated from that merchandising, to arrive at a fair mark-up. 
It does not amount to anything. 


By Mr. Kennedy (Peace River): 


Q. How much does it affect the general average?—A. It affects it so littl: 
that it has not been eliminated. 


By Mr. Sommerville: 

Q. Kitchenware was marked-up 49-05 per cent. Then, the lunch counter 
figures in the same way, does it not? You have: all your wages to come out of 
that mark-up?—A. Yes. 

The CHAIRMAN: No, excuse me. 

The Witness: No, not in the lunch counter. Wages would be in. 

The CHatrMAN: That is 98 per cent. 


By Mr. Sommerville: 

Q. 98 per cent?—A. You will find very violent fluctuations as you go through 
the department stores between the mark-up of lunch counters. 

Q. Then you have mantles marked up 38-32 per cent; men’s shoes 39-94 
per cent; men’s clothing 47-16 per cent, picture frames 70-60 per cent; toys 
50-01 per cent; toilet goods 45-96 per cent?—A. The committee will understand 
this point: These mark-ups are maintained mark-ups, the final figures. 

Q. The finally maintained mark-up?—A. Yes, after any mark-downs for 
the sales of any slow-moving goods at lower prices, stock shortages, losses on 


merchandise or anything of that kind; these are the maintained mark-ups. 


Mr. Kennepy (Winnipeg): These are the mark-ups on the original invoices? 
The Witness: No; we will come to that a little later on. 


By Mr. Young: 
Q. In arriving at the average of 35 per cent, you took into consideration 
the quantity of turnover in each department, did you?—A. Oh, yes. 


By Mr. Sommerville: 

Q. The turnover in every department is taken into consideration in getting 
your average. In other words, it is a weighted average?—A. It is a weighted 
average. 

Q. For instance, in a department you may have a mark-up of 60 per cent; 
but suppose you had a sale of clearances, where they had reduced everything 
to 10 per cent that was included in the sale, that would bring down the average 
on the whole department?—A. Yes, quite so. 

Q. Although it might not reflect itself in any reduction on any of the 
items except perhaps the articles that may have been included in the sale?— 
A. Quite so. 


By Mr. Heaps: 


Q. Was this firm entirely a cash trade firm?—A. No, there was some 
credit given. The credit is not very large. They had on the 31st January, 
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1934, $102,000 on general accounts, and $56,000 of a balance on goods sold 
under lien. : 

Q. It is practically a cash trade?—A. Practically a cash business, very 
small credit. We have not that printed, Mr. Sommerville, the one you have 
now. I think perhaps now we might give you some samples of the price 
spreads. 
i Q. Coming to the purchases in the departments themselves, you have, for 
instance, butter?—A. Yes. 

Q. What did you find with respect to the butter department in this firm? 
—A. This firm made a loss on all butter sold in the year 1933. 

Q. All the butter which they sold in 1933 was sold at a loss?—A. Sold at 
a loss. 

Q. These departments are recognized as loss leader departments?—A. I 
think it is fair to say that the butter and eggs department—the eggs show a 
profit, but the butter shows a loss right throughout. 
~  Q. It is part of the policy of this company throughout to sell its butte 


at cost or less than cost?—A. Yes, I think that is so. 

Q. And that makes that item one of those that has been generally referred 
to here as a loss leader?—A. Yes. 

Mr. Youne: This 17-07 per cent mark-up must be attributable to the 
eggs? 

The Witness: It is attributable to the eggs. 

The CHAIRMAN: Biddy carries the load. 


By Mr. Sommerville: 

~ Q. In addition to the butter, what other items were made regular loss 
leader departments by this firm?—A. Well, the outstanding item in this firm 
is bread. | 

Q. Bread?—A. Yes; the firm sells a one-pound loaf of bread, or two 
one-pound loaves of bread for 7 cents, or 3 for ten. The bread costs, as nearly 
as can be arrived at, and it was confirmed, when we had arrived at it, by the 
officials of the company, 44 cents. 
: i The bread that costs them 44 cents they sell at 3 for ten?—A. Three 
or ten, 

Q. And that is a consistent, steady policy of the firm?—A. A consistent, 
steady policy of the company to sell their bread as a leader at less than cost. 

Mr. Heaps: Do they buy this bread or manufacture it themselves. 

The Witness: They bake it, make it themselves. 

Mr. SOMMERVILLE: On the premises? 

The Witness: On the premises. 

Mr. Youne: And yet they have a mark-up of 80 to 90 per cent on their 
bakery? 

The Witness: That would be before taking in the labour and the cost of 
their bakery. 


By Mr. Sommerville: 

Q. What else did you find, by the way?—A. Including the labour, the 
calculation we made was that the ingredients cost per loaf 2-46 cents—2 - 246; 
the labour cost was -721, 7/10ths of a cent, depreciation, electricity and sundry 
supplies cost -453 cent, less than half a cent. 

Mr. Youne: For a one pound loaf? 

The Witness: For a one pound loaf. 
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Mr. Hears: How does that compare with the other numbers you have 
there? 
Mr. SomMERVILLE: I cannot tell you offhand, but we will compare it. 

The Witness: The proportion of overhead that is charged to. the bakery, 
consisting of a monthly charge for rent, management, wages etc., was .149 cents. 
The total cost of manufacturing the bread was 3.569 cents, selling cost .925 
cents, making a total cost of 4.494 cents, practically 45 cents, as against a 
selling cost of 34 cents a loaf. 


By Mr. Sommerville: 


Q. And they deliver this bread in their delivery system?—A. They would 
ere it on orders for other goods; they do not make a special delivery like 
a baker. 

Q. I do not mean that they send delivery wagons to deliver bread from 
door to door?’—A. No. : 

Q. But the price that is quoted for this bread is the delivery price?—A. Yes. 

Q. When ordered by their customers?—A. Yes. 

The CHatrRMan: And it is used as a leader. 

The Witness: It is used as a leader. 

Mr. Kennepy (Winnipeg): Let me get that point clear. Under the heading 
of bakery, you show the mark-up percentage as 80.93 per cent; after taking 
into consideration the wages, you show the net mark-up to be 48.28 per cent. 

The CuarrmMan: There are other things in there. 

The Wirness: Quite right.. That 48.28 per cent is the mark-up in the 
bread before you apply the general departmental expenses. Now, in giving 
the cost of a loaf of bread, I have taken everything into consideration. Let us 
take any other article. If you take a man’s overcoat, you might find a man’s 
overcoat marked up 40 per cent, but. if you apply the cost of the department, the 
selling price, and the overhead of the department— 

Mr. Kennepy (Winnipeg): I realize that. 


The Wirness: It shows the cost; the same thing applies on bread. 

Mr. Kennepy (Winnipeg): 48 per cent seems quite a mark-up, yet in spite 
of that it is operated at a loss, 

The Witness: At a loss. 

Mr. Kennepy (Winnipeg): Is that carried through on the sheet to show a 
loss? 

The Witness: No, I have shown on the separate statement the figures I 
have given just now. 


By Mr. Sommerville: 


Q. But you show the net departmental profit or loss on the whole bakery 
department to be a profit of $496.—A. Quite so. ; 

Q. On all the bakery products?—A. On all the bakery products. 

Q. And then this 48 per cent also includes other bakery products such as 
cakes?—-A. Yes. 

Q. And the supplies that are sold by the bakery?—A. Yes. They have 
quite a large sale of cakes and biscuits, home made cakes and things like that. 

Q. That 48 per cent is the average? On the basis that you have indicated, 
the balance of the product must have a substantial market?—A. It would. 

Q. In excess of 48 per cent?—A. Yes, it would, of course. Take cakes; 
they are a very profitable item. 

Now, you show bread and butter as leaders. What other leaders in that 

store do you recall as consistent leaders sold at a loss?—A. I think we can say 
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there were not consistent—that no items were consistently sold, but there is 
undoubtedly the policy of selling from time to time, articles as loss leaders. 
For instance, I can give you an instance now, On the 28th February, 1934, this 
company purchased from the B. C. Sugar Refinery, 240 bags of fine granulated 
sugar, 24,000 pounds, at $4.60 less 6 per cent trade discount, plus 2 cents per 
pound excise tax, or a net price to Woodwards’ of 6.324 cents a pound. Sugar 
at that time, that month, cost, I would say, the independent retailer 6.6 cents 
per pound. 

Q. 6.6 cents?—A. A little more. 

Q. To the independent retailer?—R. Yes. 

@. From the refinery’?—A. From the refinery, because of all the elements 
I have given, excise tax and so on. Woodwards obtained it through a special 
trade discount at a little less. Woodwards sold that sugar for 5.9 cents. 

Q. 5.9 cents?—A. Yes. I won’t say that was the common practice, but 
there was that particular case on that day. 

Q. During that month?—A. During that month. On the 7th January, 1934, 
they purchased from the Royal Crown soap company, 54 cases of Crown Olive 
soap, in which they got 24 cases free. It is a policy, I think, of some of the 
soap companies, to give soap free— 

Q. 24 cases of that soap was given free?—A. With 54 cases of 72’s,—A. I 
do not know what the size of the 54 cases would be. 

Q. They had 54 cases and they got 24 cases free?—A. Yes, and the purchase 
a was equal to 38-4 cents a dozen, which was sold by Woodwards at 24 cents 
a cake. 

QQ. The 38:4 cents included their cost?—A. Yes. 

Q. And the whole were sold at—A. Thirty cents a dozen. 


The CHAIRMAN: It cost what? 
The Witness: 38 cents a dozen. 
Mr. Hears: What would be the loss on the total transaction? 


The Witness: It was only a purchase of $180. You can get a lot of soap 
for $180. It would probably be around $40 on that one transaction. 


By Mr. Sommerville: 


Q. Yes?—-A. And there are some other indications of it. I have not taken a 
list of them all; I thought one or two instances would be— 

Q. Indicative?—A. Indicative of the fact that they do sell from time to 
time what is known as loss leaders. 


Mr. Kennepy (Winnipeg): The only two consistent commodities were 
butter and eggs? 
The Witness: That is the only two we could find in the time— 


Mr. Youne: Have you any means, Mr. Nash of knowing whether their 
bakery is efficiently managed or not? 


The Witness: I think it is. 

Mr. Youne: You think it is? 

The Witness: Yes. 

The CHAtRMAN: I do not think it would be there if it were not. 


The Wirness: I think it has to be consistently managed from what I know 
of the bakery situation in Vancouver. 


By Mr. Sommerville: 


Q. The bakery situation is a bad one?—-A. The worst thing in the whole 
country, I think, in Vancouver. 
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Q. I. understand the baking trade in Vancouver is in a worse condition 
there than any other part of the country?—A. I believe so; I know it, from a 
study of it. 

Q. I think you are peculiarly familiar with the baking industry?—A. Yes, 
I know it. 

Q. You had charge of the Maple Leaf Milling Company?—A. Yes. 

Q. For some years?—A. Yes. - 

Q. Still?—A. No; I resigned actually from the board three years ago—from 
the management—lI resigned from the board one year ago. 

Q. What do you say as to the complaints that have been made to us so 
freely by the baking industry in Vancouver, that a large portion of their 
problem is created by the fact that bread is sold as a loss leader and the rest of 
the bakers have to try to meet it without the reserves behind them that Wood- 
ward’s has, or the other stores have that are using bread as a distinct loss leader? 
—A. That is what I found. 

Q. You found that that was the practice?—A. The larger bakers, those that 
have the milling companies behind them, are finding it difficult, but the small 
baker who has not the reserves cannot make bread and sell it at 35 cents. It 
cannot be done. | 


By Mr. Kennedy (Winnipeg) : 

Q. Mr. Nash, did the officials of Woodward’s intimate to you that they sell 
bread and butter as consistent loss leaders?—A. Not particularly. 

Q. Did you make any inquiries as to that?—A. I did not make this in- 
vestigation myself entirely. I went out there and instructed our agents in 
Vancouver to do it and told them the brief picture we wanted to gather, and I did 
ae eachha or have an opportunity to discuss the reasons with the Woodward 
officials. : | 

Mr. Epwarps: Would the reason not likely be this, that the articles are 
common to every home? 

The Wirness: I think that is probably the case. 

Mr. Kennepy (Winnipeg): I wondered if they said that. 

The Witness: No, they did not indicate that to me, but I gathered that was 
the case. I think there is no doubt about it. 

Mr. Kennepy (Peace River): That would also be true of sugar and soap. 

The Witness: They are common household goods. 

Mr. Kennepy (Winnipeg): Cheap butter and bread would draw the people. 

The Wirness: It certainly draws the people. We find it often in Toronto; 
bread was also found at prices the bakers could not compete with. 


By Mr. Young: 


Q. Why does it draw the people, Mr. Nash?—A. Because I think it is 
a common household good; everybody has to have it. 

Q. Why will they go into one store and get it, to save a cent?—A. I think 
most of us would do that. 

Q. Is it because they need the cent?—A. I think it 1s. 


By Mr. Sommerville: 


Q. At any rate, the bread is sold at this loss, and so it creates the impres- 
sion of cheap sales?—A. Yes. 

Q. And it is a fact?—A. It is a fact. 

Q. Now, with reference to your department of eggs. You have already 
intimated that there is a mark-up there?—A. The mark-up averaged from 23 
per cent down to a very little; but the average mark-up is 17 per cent. 
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Q. What is the next department you dealt with?—A. Boots and shoes. 
We find the mark-up averages all the way from 100 per cent down to 10 per 


cent. . 
@. We do not want to publish the names? 


The CHAIRMAN: No. 


By Mr. Sommerville: 


Q. I just want to indicate some of those mark-ups in the individual depart- 
ments?—A. Yes. 

Q. That are made in shoes? Here are black suede three-eyelet tie shoes, 
total cost— —A. They cost $3.89, sold at a mark-up of $8.50. I do not want 
to tire the committee on explanations, but I want to say this was the initial 
mark-up. They were marked up to $8.50 or 118 per cent. 

Q. Misses’ black calf oxford shoes?—A. Cost 89 cents. Marked up to 
$1.79, or 110 per cent. 

Q. Profit of 90 cents? Brown kid oxford tongue shoes?—A. Cost $3.15 
and they marked up to $5.85 or 85 per cent. 

Q. The next item is G. M. oxfords?—A. Cost $1.47 marked up to $2.69, 
82 per cent. 

Q. Gent’s black calf Blucher shoes, cost $1.64 marked up to $2.95. 

Q. Marked up— —A. 80 per cent, practically. . 

Q. Women’s black calf tie shoes?—A. Cost $1.65, marked up to $2.95, 78 
per cent. 

Q. Women’s black’s dong. four-eye tie shoes?—A. Cost $2.16, marked up 
$3.85, 78 per cent. ; 

@. You have a number of these items with similar mark-ups. Let us come 
down to a more modest mark-up?—Take your Dominion Rubber women’s plain 
over Vine— 

Q. That is a large item?—A. The shoe cost 52 cents, the labour, marked 
up to 79 cents, a mark-up of practically 52 per cent. 

Q. That is a large item. Take the item just before that, girls, cream and 
brown oxfords? A. Cost $1.94, marked up to $3.95. 

Q. A profit of $1.01?—A. 52 per cent. 

Q. Then you come down to the last mark-up here?—A. Indian Slipper 
called the Indian Lorette, Women’s Indian slippers, black cape, cost 85 cents, 
marked-up to 95 cents, a mark-up of 11-76 per cent. 

Q. That was a large selling item?—A. That was a large selling item. 

Q. That large selling item with the low mark-up reduces the average on 
the whole?—-A. Oh, yes. So after the markdowns and adjustments, sales of all 
the off stock, the average mark-up of each department was 49-73 per cent. 

Q. The average mark-up maintained in all departments after all mark- 
downs. was 49-73 per cent?—A. Yes. 

Mr. Hears: How is that average arrived at, Mr. Nash? 

The Witness: We took all the sales, and all the profits, and divided 
one into the other. 

Mr. Heaps: In the items where there was a large mark-up, were there 
many sales? 

The Witness: Oh, yes. 

Mr. Heaps: On the shoes that cost $3.70 and sold for $8.50? 

The Wirness: Yes, some of them had pretty substantial sales. 

Mr. KENNEDY (Peace River): The average is a weighted average. 


The Witness: Yes, a weighted average. 
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By Mr. Sommerville: 

Q. That very item you refer to, 240 pairs——A. In the one purchase. 

Q. Most of the items vary from 30 and 40 up, while the item that has an 
82 per cent mark-up had 120 pairs. 

oe Hraps: Take the case of the low items, where the percentage is rather 
small. . 

Mr. Sommervittn: 700 pairs of the women’s Indian slippers would be the 
largest item in the entire lot. 

Mr. Youna: Does this appear to be the general rule with the cheaper lines? 
Take the lowest mark-up. 

The Wirness: No, I do not think I can say that. 


By Mr. Sommerville: 

Q. Here is a line, with a cost of 89 cents. The mark-up is $1.79, which is 
a mark-up of 101 per cent. Here is a line that cost 71 cents marked up to 
$1.25, 76 per cent?—A. I think it would be fair to answer your question in this 
way, that the highest price goods and the more fancy goods, such as—we come 
to some of them in the ladies’ dress department, the highest priced dresses; 
they carry a larger mark-up than the cheaper dresses. I do not think you 
can apply that right throughout. I have not completed my study that 1 am 
making as to the lower prices. I cannot answer that question, and naturally 
I would not like to say— 

Q. Does the amount of labour involved in fitting a customer affect the 
mark-up? I mean, those lines that require a lot of fitting, are they marked up 
on a higher margin than those that are easily fitted? A. Of course the fitting 
cost would certainly be added to the cost of manufacture. 


By Mr. Young: 

Q. Does the amount of labour involved in fitting a customer effect the 
mark-up? I mean, in those lines that require a lot of fitting, are they marked 
at a higher mark-up than those that are easily fitted?—A. Of course, fitting costs 
would certainly be added to the cost of manufacturing. 

Mr. SoMMERVILLE: In selling. 

Mr. Youna: For instance, a man might go into a store to buy a pair of 
boots, and might be out in five minutes. Another would go in—and this would 
be a lady—and she would be there a long time. 


The CHaArRMAN: Order. 


By Mr. Heaps: 
Q. Would not fashion have something to do with it?—A. Fashion? 
Q. Fashionable goods would have a higher margin, would they not?— 
A. Yes, I think that is a fair statement. 


By Mr. Young: 
Q. The amount of labour involved in finishing a boot to suit individual 
tastes and fitting of the customer does not affect the mark-up?—A. No, I 
don’t think so. 


By Mr. Sommerville: é 
Q. Take for instance the item that you have got here of patent buckle 
strap shoes. I observe here the cost was $1.05. It is written up to $1.75, a 
66 per cent mark-up on that item?—A. Yes. 
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Mr. SoMMERVILLE: That is a comparatively cheap shoe, and easily fitted, 
one would think—a slipper. 


The Cuarrman: Mr. Young would know. 
Mr. SOMMERVILLE: He ought to know. 


By Mr. Sommerville: 


Q. Take the next department, samples of mark-ups in boys’ clothing ?— 
A. The boys’ clothing go from 96 per cent to 25 per cent of cost. The average 
mark-up percentage for 1933 was 35-62 per cent. 

Q. The average actually maintained was 35-62 per cent?—A. Yes, 

. For instance, the first item I observe on your sheet is boys’ black cape 
gauntlet gloves, 600 pairs?—A. Cost 50 cents, marked up to 98 cents, 96 per 
cent mark-up. 

(. Aviation goggles; that is not a very large item, but it is 600 pairs ?— 
A. Marked up from 51 cents to 98 cents, a mark-up of 92°16 per cent. 

@. The next is gloves?—A. Yes, cheap gloves, The cost was 54 cents, 
marked up to 98 cents, an 81:48 per cent mark-up. 

(). I see a large item here of knitted sweaters. What about them?— 
A. They cost 83 cents, were marked up to $1.49, or 79-52 per cent, 

(. I observe here boys’ 4-piece suits, 225 of them?—A. They cost $9.48, 
and are marked up to $15.95, a mark-up of 68-25 per cent. 

@. I observe that these are supplied by a firm about which we have already 
had evidence, where they were prosecuted for not paying the minimum wage?— 
A. We shall be reporting on that firm later. 

@. Take the next item which is boys’ combinations?—A. Yes. Cost, 42 
cents; marked up to 69 cents, or a 64-20 per cent mark-up. 

(). The next is boys’ long trousers?—A. 96 cents cost, marked up to $1.49, 
a 50:21 per cent mark-up. 

(). Here is a very large item of gloves?—A. Boys’ gloves. 

Q. 1,200 pairs of gloves?—A. Cost 46 cents, marked up to 69 cents, a 50 
per cent mark-up. 

Q. There is a small mark-up here on boys’ shorts?—A. Cost 55 cents, 
marked up to 69 cents, a 25-45 per cent mark-up. 

Mr. Heaps: Were these shorts that were made for about 2 cents apiece? 

Mr. SomMERVILLE: I am sure they were, 


The Wirness: I didn’t see the goods. 


By Mr. Sommerville: 


@. But these are fair samples that you are choosing throughout the mark- 
ups?—A. Yes. 

@. And in choosing them, you have chosen items in which there was a 
substantial sale2—A. Yes. My instructions throughout to everybody was not 
to pick any high or low or medium, but all of them, some of all, as purely 
indicative of the method. 

Q. And to choose items that were representative of large commodity sales? 
—A. Yes, as far as possible, 

Q. Take for instance some items in the dry goods department, ladies’ under- 
wear?—A. There is one very large item there which you perhaps might take, 
rayon underwear. 

Q. Rayon underwear?—A. Yes, 6060. 

Q. Sets or pieces?—A. I don’t know whether that is sets or pieces. They 
cost 34 cents, are marked up to 59 cents, a 73°53 per cent mark-up. 

Q. What about pure silk dresses, the second item?—A. They cost $1.07, 
are marked up to $1.97, an 82-24 per cent mark-up. 
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Q. What about sleepers?—A. Sleepers cost 35 cents, marked up to 59 cents, 
a 68:57 per cent mark-up. 

Q. Pyjamas?—A. Cost $1.27, marked up to $1.95, a 53°54 per cent mark- 
up. 

Q. What about creepers?—A. Creepers cost 65 cents, marked up to 98 cents, 
or a 50°77 per cent mark-up. 

Q. Here are some bathing suits, a large item?—A. Cost $1.25, marked up 
to $1.95, a 49-03 per cent mark-up. 

Q. Here is an item that I thought had passed out of existence, corsets. 
There is not a great quantity?A. They cost $2.71, marked up to $3.95, a 45°76 
per cent mark-up. The average maintained mark-up of that department is 
41-86 per cent. 

Q. The average maintained mark-up in the entire department?—A. Yes. 

Q. Next we have the drug department. First we have mineral oil, 90 gallons. 
That is a large quantity?—A. Cost $1.20, marked up to $3, a 150 per cent mark- 
up. 

Q. The next is rubbing alcohol. What is that for? 
Mr. Hears: Rubbing. 


The Wrrness: Cost 27 cents, marked up to 65 cents, a 140-74 per cent 
mark-up. 
Mr. SommerrviLte: That is what they find under the park benches. 


By Mr. Sommerville: 

Q. What about Balmoral decorated 3-piece sets? Apparently it is some- 
thing like celluloid?—A. Cost $4.49, marked up to $8.95, a 99°33 per cent 
mark-up. 

Q. What about LaSalle cotton?—A. Cost 32 cents, marked up to 59 cents, 
an 84-38 per cent mark-up. 

Q. Empty kit cases?—A. Cost 43 cents, marked up to 79 cents, an 83-72 
per cent mark-up. 

Q. Beef, iron & wine?—A. Cost 56 cents, marked up to $1, a 78:57 per 
cent mark-up. 

Q. Tabloid thyroid, 5 grain, 100’s?—A. Cost 95 cents, marked up to $1.50, 
a 57-90 per cent mark-up. 

Q. Rolls razors?—A. Cost $4.10, marked up to $6.50, a 58°54 per cent 
mark-up. 


By Mr. Heaps: 


Q. Is that a standard article?—A. Rolls? 
Q. Is that a price that is regulated by the manufacturer? 


By the Chairman: 


Q. Is it not a standard brand article?—A. I was going to say that my own 
personal knowledge is you can buy them at different prices. 


By Mr. Sommerville: 


Q. It is not a maintained price?—A. I don’t think the price is maintained. 

Q. Take aspirin, for instance, Bayer’s aspirin?—A. Cost 66 cents a bottle 
of 100, I think, marked up to 95 cents, a 43-64 per cent mark-up. 

Q. Wincarnis?—A. Wincarnis cost 91 cents, marked up to $1.29, a 41-76 
per cent mark-up. 

Q. Dr. Chase’s nerve food?—A. Cost 37 cents, marked up to 52 cents, a 
40-54 per cent mark-up. 

Q. Let us go down to some of these maintained items. Is Fruit-a-tives in 
the maintained items?—-A. I think probably it is, Mr. Sommerville. It cost 
31 cents, marked up to 39 cents, a mark-up of 25-80 per cent. 
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Burdock Blood Bitters?—A. Cost 78 cents, marked up to $1. 
That is a 28 per cent mark-up?—A. Yes, a 28-20 per cent mark-up. 
Q. Then you have Castoria?—A. Cost 28 cents, marked up to 34 cents. 
Q. A 30 per cent mark-up?—A. Yes, a 30-77 per cent mark-up. 


Mr. Hears: Have you got Eno’s fruit salts there? 

Mr. SOMMERVILLE: We have got something just as good. 
The CHAIRMAN: You seem to want Eno’s. 

The Wirness: We have some Kruschen salts. 

Mr. SOMMERVILLE: They won’t do. 


Q. 
Q. 


By Mr. Sommerville: 

Q. What about Kruschen salts?—A. Cost 4% cents, marked up to 63 cents, 
a 31-25 per cent mark-up. 

@. You notice that all these lower mark-ups are on articles that are nation- 
ally advertised?—-A. Largely so, yes. 

@. And many of them are maintained price articles?—A. Yes. 

(J. As against some of these items that are not so advertised or maintained? 
—A. Yes. 

Mr, Hzaps: What was the average mark-up in the drugs? 


By Mr. Sommerville: 
Q. Yes, the average maintained?—A. 54-34 per cent. 
Mr. Heaps: It is not so bad for a price maintained, 
Mr. SOMMERVILLE: See how they have made it up, though. 
Mr. Hears: Yes. 
Mr. SomMervitiE: Notice the 150 per cent, 140 per cent, 99 cent per cent. 


By Mr. Heaps: 
Q. In the drug section you would have all the other standard articles, would 
you not?—A. Yes. 
Q. Such as toothpaste and all that?—A. Yes. 
@. On which the profits are extremely low?—A. Yes, in many cases. 


Mr. Hears: That would counteract it. 


By Mr. Sommerville: 

@. Now, take furniture?—A. The mark-ups average there—they run from 
91 per cent to 12 per cent the initial mark-up. The maintained mark-up for the 
department is only 27-91 per cent. 

Q. That is the maintained mark-up?—A. Yes. The furniture in Vancouver 
is not a good example of the furniture trade across Canada. 

Q. That is, in these stores the furniture is not handled in the same propor- 
tion of volume in Vancouver as in other cities?—A. No. 

Q. I observe here some dressers marked up, the third item?—A. Cost $39.43, 
marked up to $66, a mark-up of 67-38 per cent. 

Q. Take the first item, a walnut table?—A. Cost $23.45, written up to $45, 
a 91-89 per cent mark-up. 

Q. They are made in Vancouver itself?—A. No, I think they are not. I 
think they are made in Ontario. There is a good deal of their furniture made 
in Vancouver. 7 

Q. The next is a combination bookcase?—A. Cost $44.30, marked up to 
$79.50, a mark-up of 79-46 per cent. 

Q. Take hardwood unfinished chairs, which forms a large item?—A. They 
cost 935 cents, marked up to $1.50, a mark-up of 60-43 per cent, 


~ 
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Q. I observe here 20 bedroom suites. What about them?—A. They cost 
$55.18, marked up to $79.50, a mark-up of 44-07 per cent. 

Q. Then you have a 3-piece tapestry suite, the fourth item from the end?— 
A. Cost $53, marked up to $69.50, a 30-62 per cent mark-up. 

Q. That was made in Vancouver?—-A. Yes, made in Vancouver. 

Q. And that is where you have a 31 per cent mark-up only on that?— 
A. Yes. 

Q. Here is an item of bed, spring and mattress of a well known, nationally 
advertised make?—A. Cost $23.85, marked up to $29.50, a mark-up of 23-69 
per cent. There was a maintained mark-up in this department of 27-91 per 
cent. 

Q. Now, let us take the fruit and vegetable department.—A. These mark- 
up range from 48-15 per cent to 19°64 per cent, the initial mark-up. The 
maintained mark-up for the department is 32-51 per cent. 

Q. 32-51 per cent is the maintained mark-up on fruit and vegetables ?— 
A. Yes. 

Q. The first item is cauliflower?—A. Cauliflower bought for -054 cents 
and sold for -08 cents, a mark-up of 48-15 per cent. 

Q. Potatoes, 5 tons?—A. Cost $1.025 per sack, sold for $1.35 per sack, 
a mark-up of 31-71 per cent. 


By Mr. Young: 
Q. Is that selling by sacks or what they retail for?—A. That was sale b 
sack. 
By Mr. Sommerville: 
Q. Now, by pounds?—A. By pounds, the mark-up was from 10% cents for 
10 pounds. 
Q. For a peck?—A. A peck. 
Q. No, that would not be it—A. From 104 cents for 10 pounds to 15 cents, 
a mark-up of 46-34 per cent. The higher mark-up was in smaller quantities. 
Q. Potatoes again, 15 tons, sacks?—A. Sacks marked from $1.05 cost to 
$1.39, a 32-38 per cent mark-up; and in small quantities, a 42°86 per cent 
mark-up. 
Q. Apples, Mackintosh?—A. Cost $1.25, marked up to $1.65, a 32 per cent 
mark-up. 
Q. Taking some of the last mark-ups, give us the mark-up for Japanese 
oranges.—A. Japanese oranges from $1.25 to $1.50, a 20 per cent mark-up. 
Q. I see your list includes all varieties of fruit and vegetables?—A. Yes. 


By Mr. Young: 


Q. Do oranges only cost $1.25 in Vancouver?—A. $1.25. 
Q. Is that a box or bale?—A. A case. 


The Cuarrman: A $1.25 bundle, they call them. 


By Mr. Sommerville: 


- Q. Now, let us take fresh meats?—A. In fresh meats the mark-up is all 

the way from 144-44 per cent to 14-28 per cent. 

Q. The first item is hams?—A. Hams purchased for 9 cents a pound, 
marked up to 22 cents a pound, a 144-44 per cent mark-up. 

Q. Lambs?—A. Lambs purchased for -0462 cents a pound sold at -1079 
cents, a 132:68 per cent mark-up. 

Q. It does not look as if the consumer demand was fixing the price to the 
farmer there. The next is beef, F-quarters?—A. On beef there was a mark-up 
of 50 per cent. 
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Q. Careasses of bulls?—A. Mark-up of 40 per cent. 

Mr. Kennepy (Peace River): What is that? 

Mr. SoMMERVILLE: Ccs. bulls, bought at 5 cents, sold at 7 cents. 

Mr. Youne: Not C.C.F.? 

Mr. SoMMERVILLE: I didn’t think anything of that existed in the C.C.F. 
Mr. Youne: My mistake. 


By Mr. Sommerville: 


Q. The next item is lambs again—A. Carcasses of lambs, 36:58 per cent 
mark-up. 
Sides of veal?—A. 30-77 per cent mark-up. 
And again, 30 carcasses of lamb?—A. 30-23 per cent mark-up. 
Beef again?—A. 28-57 per cent. 
Then, carcasses of beef, 10 carcasses?—A. 28-57 per cent mark-up. 
Premium chickens?—A. A mark-up of 27-27 per cent, purchased at 
22 cents, sold at 28 cents a pound. 

Q. Fresh pork loins?—A. A mark-up of 26:66 per cent. 
Q. Pork shoulders?—A. 26-31 per cent. 

Q. I see 10 cases of broilers, up above there, bought for 18 cents?— 
A. Yes, bought for 18 cents pound, sold for 25 cents, a mark-up of 38-88 
per cent. 

Q. I see a large quantity of turkeys here, 3,286 pounds of turkeys?— 
A. Purchased at 154 cents a pound, marked up to 19 cents, a 22-58 per cent 
mark-up. 

-Q. And again, turkeys, farther down?—A. Yes, a mark-up of 17 cents to 
20 cents a pound. 

Q. A 17 per cent mark-up?—A. Yes, 17-65 per cent. 

(). And again at the bottom of the sheet, pork shoulers?—A. Yes, marked 
up from -07 cents to -08 cents, or a 14-28 per cent mark-up. 


Q 
Q 
Q 
Q 
Q 


. 
e 
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By Mr. Young: 


Q. Is there any rule which they follow in fixing these mark-ups? I suppose 
they would not give you reasons why they charge that?—A. Oh, they were 
not averse to giving us reasons. They say that they leave this matter pretty 
well in the hands of the department manager, that they make him responsible 
for his department making a good showing. They are quite frank about it. 

Q. They didn’t explain why they wanted a 15 per cent mark-up in one 
case and wanted over 100 per cent in another?—A. No. 


By Mr. Heaps: 

@. Would not outside competition possibly be the reason for that?—A. I 
think so. Vancouver business is somewhat different to Toronto, or the eastern 
business, where you have very large business in farm produce, butter, eggs and 
meats in these stores in comparison with their total business, larger than you 
will find in the eastern department stores. 


By Mr. Sommerville: 


Q. On your meat department, you show an average maintained mark-up 
for the year of 40-57 per cent?—A. Yes. 
Q. And in the food department, that is a large mark-up?—A. Yes. 


By Mr. Kennedy (Peace River): 


@. Why was the mark-up on hams so high?—A. I think that is a particular 
type of hams; they are a high quality ham. 


a 
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Mr: SomMERVILLE: They bought them very cheap. 
The CuarrMan: What are they? 
Mr. SomMERVILLE: 100 hams at 9 cents, sold for 22 cents. 


The CuHarrMAN: There is an illustration of special buying, from 9 cents 
marked up to 22 cents. It is an exceeding low price. 


By Mr. Young: 


Q. Did I understand you to say a minute ago that in some of these lines 
they could get supplies from the farmers?—A. No, I don’t know that I said 
that. Fresh meat, I think. 

Q. They get fresh meat from the farmers?—-A. Sometimes, I think. 

Q. But can’t get hams from them?—A. No, these hams are not from the 
farmers. 

Q. Might that explain the difference in the mark-up? 


Mr. SommervittE: No, here are the mark-ups. These are from the big 
firms, Burns, Gainers, Swifts, Union Packing Company, Gainers, Scotts, the 
Pacific Meat Company, Swifts, Gainers, Burns, Scotts, Swifts, Northern Alberta 
Dairy Pool, Scotts and Swifts again. 


By Mr. Young: 


Q. There is no record of the mark-up on what they bought from the 
farmers?—A. No. 


By Mr. Sommerville: 


Q. Now, let us take the grocery department?—A. The grocery department 
showed an average maintained mark-up of 22-40 per cent, and the initial 
mark-up ranged from 45 per cent to 4°36 per cent. 

Q. 4 per cent was what?—A. 4 per cent is the mark-up on fine granulated 
sugar. 

Q. On fine granulated sugar, the year’s mark-up was 4 per cent?—A. 4 
per cent. 

Q. I observe at the head of the list, there 1s tea?—A. Tea purchased at 
20 cents, marked up to 29 cents, or a 45 per cent mark-up. 

Q. Kellogg’s corn flakes?—A. Bought for -0631 cents and sold for 84 cents, 
a mark-up of 34-71 per cent. 

Q. White naphtha?—A. White naphtha, a mark-up of 28-20 per cent. 

Q. Prunes?—A. Prunes are marked up 27-27 per cent. — 

Q. Crown olive soap?—A. 25 per cent. 

Q. Peas, No. 5’s, 2 size tins?—A. 23-88 per cent. 

~ Q. Quaker corn flakes?—A. 17-24 per cent. 

Q. Now go down to Clover Leaf salmon, 4’s, flat?—A. Bought for 14 cents, 
marked up to 16 cents, a 14-29 per cent mark-up. 

Q. The next item is Ontario honey?—A. A mark-up from +2628 to 30 
cents, a mark-up of 14-15 per cent. 

- Q. Then coming down to Fels Naphtha soap, there is a little mark-up? 
—A. A mark-up of 11-46 per cent. 

Q. Now come to the mantles department, that is ladies’ mantles?—A. 
The maintained mark-up was 38-32 per cent. The initial mark-ups went all 
the way from 193-10 per cent to 36°84 per cent. There is a loss in this 
department. You will notice that the initial mark-up appears to be somewhat 
out of line with the maintained cost. There is a loss in connection with mantles, 
a sharp mark-down in sale of small specialty goods. 

Q. At the end of the selling season?—A. Yes. It is necessary to get a 
higher initial mark-up in the case of goods of this quality. 
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Q. For instance, I see assorted coats, 150 of them?—A. They were bought 
for $2.03 and written up to $5.95, or a 193-10 per cent mark-up. 

Q. That is not a high grade coat?—A. That particular one is not. Tha 
probably was a popular coat. . 

Q. A 193 per cent mark-up?—A. Yes. 

Q. Then here is another quantity of assorted coats?—A. Yes, assorted coats 
purchased for $8.29, marked up to $14.95, an 80-35 per cent mark-up. 

Mr. Hears: Have you got the quantity there? 

Mr. SoMMERVILLE: Yes, in the first case it was 150 coats and in the next 
case it was 68 coats. 

The Witness: In one case of 1,200 linen and print dresses, they were 
purchased at 60 cents and marked up to 98 cents, a 63.33 per cent mark-up. 


By Mr. Sommerville: , 
Q. When it is sold at 60 cents to the retailer, that is laid down, they cost 
54 cents?—A. They cost, from the factory, 54 cents. 


By Mr. Heaps: 

Q. Do you know where they were made?—A. Purchased in Montreal. 

Q. Does the same apply to the mantles at $2?—A. Yes, both in Montreal. 

Mr. SommMErvILLE: Yes. We have had the name of this firm mentioned to 
us before. 

The Wirness: We shall also be reporting on that. 

Mr. SomMeErRVILLE: You will be reporting on that. There will be a report 
on that firm, also. 


By Mr. Sommerville: 

Q. Then, I observe here an item of some skirts?—A. Yes, 60 skirts purchased 
at $1.23, marked up to $1.95, a 58.53 per cent mark-up. 

Q. Leatherette coats?—A. Leatherette coats purchased for $3.15, marked 
up to $4.95, a 57.14 per cent mark-up. 

Q. Lace dresses?—A. Lace dresses purchased for $9.54, marked up to 
$14.95, a 56.71 per cent marked-up. 

Q. I observe you have not any of the high priced coats in this list at all?— 
A. No, it is indicative of the business. 

Q. This is indicative of the popular dress business?—-A. Yes. 

Q. Here are suits or coats next?—A. $42.25, marked up to $65, a 50.84 per 
cent mark-up. 

Q. That is not the one I mean?—A. You want taffeta? 

Q. Yes, taffeta dresses, 8300?—A. Also purchased in Montreal, purchased 
at 81 cents, marked up to $1.25, a 54-32 per cent mark-up. 

‘pat They were sold in Montreal at 75 cents?—-A. Sold in Montreal at 75 
cents. 

Q. With freight and sales tax, the laid down was 81 cents, and your mark- 
up is 54 per cent on that?—A. Yes. 

Q. I think we also have a report on that firm in Montreal?—A. Yes. 

Q. Then coming down to the item of coats, No. 237, made in Winnipeg, about 
the sixth from the bottom?—A. Yes; the laid down cost was $8.89, marked up 
to $12.95, a 45.67 per cent mark-up. That is purchased in Winnipeg. 

@. And your lowest mark-up there is what?—A. Coats purchased in Toronto 
for $16.75, laid down in Vancouver at $18.25, marked up to $25. 

Q. That is a mark-up of 36 per cent?—A. Yes. 

Q. Take these smocks made in Montreal?—A. Laid down cost in Vancouver, 
$1.38; purchased from factory in Montreal at $1.25, marked up to $1.95, a 
41.30 per cent mark-up. 
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Q. That is fairly representative of the mantle department in that business? 
A. I believe so. That is my instructions. 

Q. I observe that practically all, or the bulk of these coats are made in 
Montreal, some in Toronto, and one lot in Winnipeg?—-A. Yes, they are made 
in Montreal. 

Q. Then, take men’s clothing?—A. Men’s clothing, also mostly Montreal, 
some Toronto. The maintained mark-up against the clothing department is 
47.16 per cent, and the mark-ups range from 80 to 90 per cent, down to 35 
per cent. 

Q. Take the first item from Montreal, men’s suits?—A. Quantity purchased 
at $7.50, laid down at $8.05, sold at three prices, $12, $15, $18. 

Q. 236 suits were bought from this Montreal firm at $7.50 a suit?—A. Yes. 

Q. They were sold at $12, $15, and $18?—A. Yes. 

Mr. Hears: Was that $7.50 at Vancouver? 

The Witness: $7.50 at Montreal. 


By Mr. Sommerville: 


Q. It cost 59 cents to lay them down at Vancouver, or $8.09, and the mark- 
up ranged from $12, to $18?—-A. 48 per cent. 

Q. From 48 per cent to 85 per cent?—A. 48 per cent to 85 per cent on two 
lots. 

Q. Those that sold at $18 were marked up—A. 122 per cent. 

Q. The next item, grey worsted trousers, from a Montreal firm?—A. Pur- 
chased for $1.90, laid down in Vancouver at $2.09, marked up to $3.95 or a mark- 
up of 89 per cent. : 

Q. Here are some men’s trench coats?—A. Cost laid down $3.94, marked up 
to $6.95, or a mark-up of 76 per cent. 

Q. Here we have this Toronto firm that was penalized for a breach of the 
minimum wage law, and we find men’s four piece suits?—A. Purchased laid 
down in Vancouver at $8.15, purchased from the factory at $7.50. 

Q. That would be two-trouser suits?—A. Yes. 

Q. $7.50?—A. Yes. 

Q. $7.50?—A. Marked up to $13.65, or a mark-up percentage of 67. 

Q. Boys’ long trousers is the next item?—A. Laid down in Vancouver 
$2.43, marked up to $3.95, or a percentage of 62. 

Mr. Kennepy (Peace River) :What is the explanation of the suit laid down 
at $8.09 having three prices? 

The Wirness: I cannot give that to you. 


By Mr. Kennedy (Peace River): 

Q. And being sold at $18, $12, and $15.—A. I cannot give you all these pur- 
chases, but I can give you another case where parts of a suit were divided as to 
selection of colour and suitability, perhaps to the trade generally, and that is 
indicated in the three prices. We came across that case. 

Q. They would be marked that way when the lot came in?—A. I believe 
that was the case, yes. 

Mr. SOMMERVILLE: You will find other cases. 

The Wrrnzss: Well, of the $7.50 suits, perhaps browns were not as favour- 
able to the trade as blue, and so on. 

Mr. Kennepy (Peace River): What were the colours; was it a question of 
colours? 

Mr. SommervItLE: You would have to choose the less popular colours, if 
you want to get in on the low mark-ups. Then, we have Raglan top coats. 
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The Witness: Purchased from Montreal at $12.75, laid down in Vancouver 
at $13.60, marked up to $21, 54 per cent. 
Mr. SOMMERVILLE: Zipper combinations from an overall company in Mont- 


real. 
Mr. Hears: Before you go on with this, can you tell me why it costs so 


much to lay down one article as compared with another? 

The CHAIRMAN: Sales tax and freight. 

The Witness: Sales tax, freight and duty. 

Mr. Heaps: In the suits you gave, there was an extra expense of 50 odd 
cents for a suit laid down in Vancouver, and then you gave others where the 
expense of laying down in Vancouver was much higher, as high as $2.50. 

The Witness: No, I compared that suit that was purchased in Montreal 
for $7.50, and sales tax and freight to Vancouver amounted to 59 cents, which 
- would be $8.09, with the price that the article was selling for in Vancouver. The 
article that we are dealing with now, the $12.75 article, has sales tax and freight 
of 85 cents. 

Mr. SOMMERVILLE: They have all a relatively small cost. 

Mr. Hears: Pardon me. 

The WITNEss: Zipper combinations cost, laid down in Vancouver, $2.25, 
marked up to $3.50, 55 per cent. 

Mr. SOMMERVILLE: Moleskin pants. 

The Witness: Laid down at $1.25, marked up to $1.95, 56 per cent. 

Mr. Heaps: Where were these made? 

Mr. SOMMERVILLE: In Toronto. That firm is also one of the firms on which 
there will be a report. 


By Mr. Sommerville: 


Q. Here you have another one: 1380 pairs of trousers made in Vancouver? 
—A. Cost, $3, marked up to $4.50, 50 per cent. 

Q. The next item there is men’s leather coats?—A. Laid down at $7.72, 
marked up to $10.95, 42 per cent. 

Q. Take the toilet goods department?—A. The toilet goods department 
maintained a mark-up of 42-96 per cent. The initial mark-up ran from 96 
per cent to 26 per cent. 

Q. Give me just a few of those?—A. Take three items there, castile soaps, 
a dozen cakes of castile soap marked up 85 per cent. 


The CHAIRMAN: Bought at :027 cents, and sold at 5 cents. 
The Witness: Bought at -027 and sold at 5 cents. 


By Mr. Sommerville: 


Q. Moire pouch bags?—A. Moire pouch bags, gross, purchased for 173, 
marked up $1.25, 70 per cent mark-up. Various shades of rouge, purchased 323 
cents, sold for 55 cents, 66 per cent mark-up. 

Q. Here is Squibbs dental cream?—A. Squibbs dental cream, purchased 
for 16 cents, marked up 25 cents, 56 cents. 

Q. Devon violets?—A. Purchased for 834, marked up to $1.25, 50 per cent. 

ae Even William Special tonition preparation?—A. Marked up to 50 per 
cent. 

Q. Pompeian?—A. Marked up 48 per cent, cost 424 cents. 

Q. Ponds Vanishing cream?—A. Ponds Vanishing cream, purchased for 
28 cents, marked up to 39 cents, 39 per cent mark-up. 
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Q. We come down to Ponds Cold cream?—A. Marked up to 34 per cent, 
on a cost of 66 cents? 

Q. Pepsodent tooth paste?—A. Cost 34 cents, sold for 43, marked up 26 per 
cent. 

Q. That covers— —A. That covers all the departments examined. We 
could not examine every department; we took 12 as being the average, indi- 
cative of the whole. 

Q. And these are fairly representative of the modest priced merchandise 
sold in those various departments?—A. Yes. 

Q. I have not observed any very high price articles as set out showing the 
mark-up— —A. No, it would be no use taking one outstanding article; it would 
not be fair; it would not be indicative. There is one thing, Mr. Sommerville, 
that I have which will not take me a moment to explain. You asked me about 
loss leaders, and I should have told you about it, but I did not tell you of the 
one I had. While perhaps it is not exactly in the class of loss leaders, it comes 
in the important class which you asked us to look into; that is, special trade dis- 
counts. We have certain cases here of Absorbine Junior liniment purchased at 
$11.25 per dozen. That is the regular price to the trade. Woodwards received 
a trade discount of 15 per cent-on this price. Phillips’ milk of magnesia sells 
to the trade at $4.77; Woodward’s received a trade discount of 15 per cent, on 
that. 

Q. Is that one of the cases where they used it as a loss leader?—A. I cannot 
tell you because our agents in Vancouver did not select that. Mr. Matthews 
gave evidence on page 494 of the evidence, of these being loss leaders, and for 
that reason I got the price and the discount to Woodward’s, so as to tie up the 
evidence of Mr. Matthews. 

Q. What does it show?—A. It shows this only; they got the 15 per cent 
discount off the regular selling price. Dodds kidney pills is another case, selling 
at $4.30 a dozen, whereas Woodward’s purchased them in February at $3.88 per 
dozen. I put this in because the evidence was given and I thought the explana- 
tion might bring that out. The last statement I have with regard to Wood- 
rte themselves, is the wage statement, but I have not a printed copy of 
them. 

Q. Wage statement?—A. There is nothing that is very outstanding in this. 
I might save the committee’s time by saying we were assured by Woodward’s 
first, and secondly by the Minimum Wage Board in British Columbia, that in no 
case have Woodward’s, Spencer’s or the Hudsons Bay Company evaded the 
Minimum wage act. 

Mr. Kennepy (Winnipeg): What is the minimum wage for females in 
British Columbia? 

The Witness: $12. 

Mr. Heaps: It goes up to $12? 

The Witness: $12. 

Mr. Hears: What is the minimum? 

The Witness: I have a table for all across Canada, which I will file later. 

Mr. Sommeryvitte: There is a comparative statement to be filed? 


Mr. Heaps: How does the wages at Woodward’s compare with the wages 
paid in the other stores? 
The Witness: I think they are fairly comparable. 


Mr. Heaps: Have you any idea as to the rates of pay in departmental 
stores as compared with the independent retail stores? 


The Witness: No, we did not go into the independent retail stores. 
Mr. KENNEDY (Winnipeg): Did you go into the chain stores? 
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The Witness: No. 

Mr. Hears: What hours is the Woodward store open for business? 
The Witngss: I will look it up for you. 

Mr. Epwarps: You will find that on folio number 567. 

The Wirngss: J have not got that immediately available. 


By Mr. Heaps: 

Q. You will get that later on?—A. Yes. 

Q. You spoke there about bonuses that were given to the atipldyeles for 
one year?—A. Yes. 

Q. Was it just for one year only?—A. Well, that particular bonus I was 
speaking of was for one year. 

Q. There has been no other bonus paid in other years?—A. I would not 
like to say that. There have been a few bonuses paid from time to time, you 
know. 

Q. Is there any other concession that the employees obtained from this 
firm?—-A. They can purchase goods at the store for something less than the 
general public. 

Q. Do they get paid for time off when they are sick?—-A. I cannot answer 
that question. 

Q. Do they get any holidays with pay?—A. Yes, they get holidays with 
pay. 

Q. How long do they get?—-A. J think it is a week in this case. 


By Mr, Sommerville: 

Q. In the case of this store, I understand the employees are on full time? 
—A. Full time, yes. 

Q. The employees are not asked to come in at 11 and serve until 4.30 or 
5; they are engaged a full week and work a full week?—A. That is correct. 

Q. Except on certain days when they have what they call a 95 cent day? 
—A. Except on certain days when they have a 95 cent day, when they bring 
in extra employees. 

Q. When they bring in from 500 to 700 extra clerks?—A. Yes. 


By Mr. Heaps: 

Q. Are there any part-time employees there?—A. Not apart from this 95 
cent day. 

The CuHaAtRMAN: None of that evasion of the minimum wage law by having 
a clerk come in late and leave early? 

The Witness: We did not find any indication in Vancouver. The wages 
are not high, neither are they what we would call low, as we have seen them 
in other places. 

The CHAIRMAN: These are the minimum? 

The WiTnsss: Yes. 


By Mr. Sommerville: 
‘Q. You have given us here the high, low and average?—A. Yes. 
Q. In each of the departments through the store?—A. Yes, through the 
store. 
Q. And the number of employees?—A. Yes. 
Q. Now, have you in this case, a comparative statement showing the 
reduction, if any, that has taken place in the wages of employees these past 
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two or three years?—A. No, but I can give you the information. I have not 
got a statement, because there was only one reduction made. They made one 
reduction in wages about two years ago when a cut of ten per cent was made 
in all salaries on wages less than $30 a week, and 15 per cent on all salaries 
above that figure. That scale is still in force at the present time. 


By Mr. Heaps: 


Q. It would not bring any of the employees below the minimum wage rates 
xf the Province?—A. No, it would not. 


By Mr. Sommerville: 


Q. Was there a reduction in British Columbia of the minimum wage, the 
same as there was in Manitoba and Saskatchewan?—A. That is my belief, I 
think that is so. 

Q. There was in Manitoba a ten per cent reduction?—A. I think there was, 
I have that but I have not the rate of the reduction in the minimum wage. 

Q. You say that reduction took place in— —A. 1982. 

Q. In the year 1932?—A. Early in 19382. 

Q. Early in 1932, and that was ata time when they had shown a profit of 
$585,352, in that year ending the 31st January, 1932?—A. Yes. 

Q. Which was a very substantial profit, a larger profit than they had made 
in the previous year, 1929?—A. No, it was the falling off in operating profit from 
1930 to December of 1931. 

Q. Oh yes, there was a falling off in the profit that was made in 1929, 1930 
and 1931?—A. Quite so. 

Q. But the profit of that year was larger than the profits of any year prior 
to 1929?—A. Quite so. 


By Mr. Kennedy (Winnipeg) : 


Q. Returning to the matter of minimum wages: I see in the annual report 
of the Department of Labour as affecting British Columbia for the year ending 
December 31, 1932, a heading which refers to industry, I suppose that is the 
industry such as is referred to where workers get $12.75 a week; then under the 
classification of inexperienced workers they start at a minimum of $7.50 for the 
first three months; it goes up to $11 per week, under 18 years of age. With 
respect to 18 years of age or over, it starts with a minimum of $9 per week, but 
after three months it goes up to $12 a week?—A. I am not sure. 


By Mr. Heaps: 


Q. Are these employees of these departmental stores on a weekly rate?—A. 
On a weekly rate, yes. 

Q. It is not an hourly rate?—A. No, it is weekly; they are sales clerks, you 
see, they have no rate per hour. 

Q. Would that weekly rate apply to all employees of the firm?—A. All 
employees, yes. 


By Mr. Kennedy (Winnipeg) : 

Q. Mr. Nash, I notice in the sample week you gave that you gave the weekly 
wages for the week ending April 2 of this year; how does it differ as to last year 
or other dates?—A. Not to any great extent. This statement merely supplies 
what we were asked to get. 

Q. You are satisfied that the sample week you give reflects similar conditions 
of a year ago?—A. Quite satisfied, ves. 
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By Mr. Sommerville: 


Q. And the total number of their employees on April 2 last was 857?—A. 
857. 
| By Mr. Young: 7 
Q. Now, Mr. Nash, this committee wants to find out whether these big stores 
are justifiable or not. We are told now that these firms in particular used bread 
and butter consistently as loss leaders, they sell them at a loss; and we are told 
that they make up that loss by charging too much for other kinds of goods. Now, 
you have given us their mark-up on a good many lines of goods, in order that they 
might be of value to us in determining whether these stores are justified or not. 
To do that we would have to have similar mark-ups in independent stores?-—A. 
Yes, sir. 
Q. Are we getting that, Mr. Chairman? 
The Cuarrman: I expect so, yes. 
Now gentlemen, it is almost one o’clock and we will not open another matter, 
because we will start again at 3.30. 


The Committee adjourned at 12.50 p.m. to meet again this day at 3.30 p.m. 


———___. 


AFTERNOON SESSION 
The committee resumed at 3.30 p.m. 


The CHAIRMAN: Order, gentlemen. 
A. E. Nash, examination resumed. 


By Mr. Sommerville: 


Q. Now, Mr. Nash, just before we leave this statement of Woodward Stores 
Limited, may we just gather up the net results of the operations; for the past 
four years the net profits appear to be $2,064,083?—A. That is right. 

@. And the reserves for several purposes,—depreciation, ete.—have in- 
creased $516,671?7—A. That is right. | 

Q. Making a total of profit before reserve of $2,580,754 in these four years? 
—A. Yes. 

Q. And these are the four years since the reorganization when the capital 
was increased to $5,000,000?—A. Yes. 

(. And when they accumulated surplus up to that time and the additional 
write-up was transferred to the shareholders by way of a capital increase?— 
A. Yes. 

Q. And they were given the increased shares which that capital repre- 
sented?—A. Right. 

Q. Now during that time, in the past four years the amount of dividends 
paid out was the sum of $542,372?—A. Yes. That is exclusive of special 
advances. 

Q. That is exclusive of special advances?—A. Yes. 

@. $542,000, then there were special advances of $201,108 to the share- 
holders?—A. That is right. 

Q. Making a total of $743,480?—A. Yes. 

Q. By way of dividends and advances?—A. Yes. 

Q. Then during this period there was a surplus built up from nothing to 
$529,382?—A. That is right. 

Q. Making a total of dividends and surplus for this period of $1,272,862?— 
A. Yes. 

Q. Then during that same period the goodwill was written off?—A. Yes. 
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Q. Of $137,793?—A. That is right. 

Q. And, in addition to that, there was a special income tax assessment on 
previous years of $178,309?—A. I do not know whether that is an assessment. 
It was a payment by the company of taxes applicable to prior years. 

Q. And in addition to that you had an increase in the reserve of $516,000? 
—A. Right. 

Q. And that made a real appreciation in these years from profits after pro- 
viding reserves of $2,105,024?—A. That is right. 

Q. And, in addition to that, the profit for the year 1930 amounted to 
$588,922.597—A. Yes. 

Q. And that was capitalized and added or was included in the $3,195,000 
by which the capital stock was increased?—A. Yes, that is quite right, but I do 
not think you can add it there and also add it into your profits. 

Q. I quite appreciate that, but I wanted to show where that $588,000 
appears?—A. It disappeared into capital. 

Q. Now, did the profits of this company decline in proportion to the drop 
in volume of sales?—A. No, they maintained a better profit in relation to sales 
in the last two or three years. 

Q. Yes, notwithstanding the depression period they made a higher rate of 
profit?—A. Yes. 

Q. How did they do that, Mr. Nash?—A. Well, I think we can take it per- 
haps in two or three ways. They had a little higher mark-up on their business. 

Q. That is, they increased the margin of profit?—A. Yes, the gross margin. 
They increased the gross margin of profit to the public?—A. Yes. 

By increasing their mark-up on the sale of goods to the public?—A. 
That is right. 

That is one way. And secondly?—A. They had a reduction in wages. 
There was a 10 per cent reduction in wages?—A. Yes. 


Q. 
Q. 
Q. 
Q. 


By Mr. Heaps: - 
Q. What did that 10 per cent reduction amount to?—A. About $100,000 a 
year, Mr. Heaps. 


By Mr. Sommerville: 

Q. About $100,000 a year, and those were two sources of improvement in 
that profit situation?—A. Yes. 

Q. Did they at any time call upon any of their reserves to maintain wages? 
—A. No, I cannot say that. . 

Q. Or did they at any time call upon their reserves to maintain their mark- 
up to the public as it had been prior to the period of depression?—A. No, I can- 
not find any trace of that. 

Q. Then will you give me some examples of the increased mark-ups to the 
public?—A. Take boots and shoes. The mark-up in 1931 was 43-5 per cent, and 
in 1934 it was 49.7 per cent. 

Q. Yes?—A. Boys’ clothing went up from 32-8 per cent to 35°6 per cent; 
dry goods went up from 38-48 to 49-36 per cent; furniture came down. 


By Mr. Heaps: 

Q. In regard to the increased mark-up, did the price of their goods come 
down from the wholesaler to the retailer, or was it the retailer marking up his 
price to the consumer?—A. All we can speak of is the increased mark-up. I 
cannot tell you whether the goods came down from the factory because there is 
no way of comparing the goods that were purchased in 1931 with 1933. 

Mr. SommeERvVILLE: The sale price was increased by the spread. 


Mr. Hears: The price from the firm to the consumer increased. 
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Mr. SoMMERVILLE: The spread increased. 

Mr. Hears: We have not got the cause of the spread. 

Mr. SoMMERVILLE: You know now that the spread increased in the retail 
store. 

Mr. Heaps: Yes. If there was a reduction in the price from the wholesaler 
to the retailer it was not passed on to the consumer. 

Mr. SoMMERVILLE: It was not passed on to the consumer. The wholesaler 
took it or the manufacturer took it, that is the indication here. 

The Witness: Perhaps I can explain it Mr. Heaps, in this way: Take the 
grocery department, it went up from 19-72 to 22-40, that is, percentage of 
gross profit, and in 1931 they sold $1,757,000 of groceries and in 1933 they sold 
$1,530,000 of groceries, or $225,000 less, but their gross profit was only $2,000 


less. 
By Mr. Heaps: 


Q. Was not there a reduction in the cost of commodities in that period?— 
A. Which would apply to both volume and commodity price. 


By Mr. Young: 


Q. You have no way of comparing the volume in those two years?—A. Not 
volume in pounds but in dollars, 


By Mr. Sommerville: ioe 
Q. You have the volume in dollars?—A. That is all. ; 
Q. But the point was that the spread was increased. What others?—A. In 
the case of the mantle department they increased the spread from 31-46 to 
38:32. There again, in 1931 they sold $400,000 worth of mantles, and in 1933 
they sold $300,000. 


By Mr. Heaps: 


Q. On that point, Mr. Nash, could you say how many mantles were sold? 
—A. No, there is no record kept to show how many mantles were sold, but they 
sold $100,000 less although they made as much or almost as much gross profit 
on the $300,000 as they previously had made on the $400,000. Mens’ clothing, 
there was a reduction. 


By Mr. Sommerville: 


Q. Men’s clothing, in 1932, 46-11 and in 1934 47-16 per cent?—A. A shade 
of an increase. And in toilet goods it went up very considerably. 


By the Chairman: 


Q. What was it?—A. Toilet goods, in 1931 24-44 per cent and in 1934 it 
was 45-96. 


By Mr. Sommerville: 


Q. In other words, they sold $92,000 worth of toilet goods in 1931 with a 
spread of 24-44 per cent, and in 1933 they sold $75,000 of toilet goods with a 
spread of 41 per cent?—A. Yes. 

Q. And in 1934 they sold $67,000 worth of toilet goods with a spread of 
45-96 per cent?—A. Yes. 


By Mr. Kennedy: 


Q. Do I understand there is a mark-up in men’s clothing?—A. Yes, a 
slight mark-up in men’s clothing. 
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; Q. There has been a very considerable fall in the price of clothing gener- 
ally?—A. We want to get our minds perfectly clear on that point. I am not 
speaking of the price of a man’s suit, whether the price is $10 or $20. 

Mr. Hears: It is the spread between what it cost this store and the cost 
to the consumer. 


The CuarrMan: What I think Mr. Heaps is concerned. about—and I 
confess it interests me too—is this: If there are figures that will show that the 
price from the manufacturer to the mercantile establishment—Woodward’s— 
was less in 1934 it would be reasonable to assume that a wider margin of 
mark-up, that the diminution in cost was backed up and the cost to the fac- 
tory— 

The Wrirness: Mr. Chairman, we are going to have these figures. 

The CrarrMaANn: In another category. 

The Witness: Yes. 

The CuHamrMAN: We will just keep that question in mind then. 

Mr. SommeErvitte: Just for the benefit of the committee, we are dealing 
with the stores, and after we get through with the stores then we are coming 
back to the factories that supply those stores, and we will have a volume of 
information from them which will indicate the spread that has taken place 
and give a relative view of the way in which the manufacturer has been affected 
during these years which we are considering in the departmental stores. 

The CHarrMAN: That will answer your question, Mr. Heaps, and we will 
get it later on. 

Mr. Heaps: Yes, Mr. Chairman. 


Mr. SomMERVILLE: Thank you. I think that will cover the present examin- 
ation. 

Mr. Hears: I would like to ask one question arising out of the evidence 
of this morning, that is, with reference to the holidays that the departmental 
stores give to their employees. You told me that they gave holidays to their 
employees each year with pay—A. I am not sure. I have wired my agents in 
Vancouver for that information. 

Q. The reason I ask the question is because during the recess a gentleman 
who knows the firm in question fairly well was not quite sure on that point.—A. 
I intended to correct that and put it correctly whether it was or not. 


By Mr. Sommerville: 

Q. Now then, the record that is being filed with the committee as an exhibit 
is the record from which you have been taking these various figures?—A. Yes. 

Q. And this is the correct reflection of the conditions found in the books 
of Woodward’s?—A. It is actually taken from Woodward’s books. 

Mr. SoMMERVILLE: Now, we pass to a consideration at the present time of 
the David Spencer Limited store. 

The CHARMAN: We will run through this in the same order that we did 
in. the other. 
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DAVID SPENCER LIMITED 
CoNSOLIDATED BaLance SHEETS—For ELEVEN YEARS ENDING 31st JANUARY, 1934 
As at As at As at As at 
— 31st January, Sietlangety 31 gt damuau disp d nUary 
1934 1933 932 1931 
oe Se ets $ ets $ =6cts $ ets 
Assets 
1\Gashiow hand and jin Bank} .).6 . @y. . 2.20. 82,050 77 58,746 70 77,400 00 81,987 53 
Ra Aecounts Réecetvables:. AW. oe. aa 978,924 41] 1,396,258 05} 1,692,733 30] 1,849,837 21 
3 hoses Reserves: TOR% aus. bee .® 24.622 83 24,622 83 24,622 83 24,622 83 
4iinventorlesaecess, ©. cent >. deg devkecet eee: 1,559,875 16} 1,455,145 09} 1,733,287 10] 2,109,141 86 
5 Nosy Bee Pinta sd Se yee NR 2,596,227 51) 2,885,527 01) 3,478,797 57| 4,016,343 77 


6|Stocks and Bonds.. 
7|Sundry Loans and Investments 
8| Directors’ Accounts 


eens 


| 


CC er ey 


9}Plant and Equipment:— 


16|Land and Buildings 
Less— Reserve 


17 
18 


19|Prepaid Insurance 
20)Sinking we 


Less— Reserve 


Furniture and Fixtures... 24... )2) 


Ce 


Ce aCe eC) CC Ie oe Ser Se Ver Tat Ty 


ey 


2? 


Oe ey 


ey 


Liabilities 


22|Accounts Payable:— 


23 


82}Bank Loans 
33|Mortgages 
34\Insurance Reserve 


Cr a oy 


37 


Bills Payable 
Accounts Payable. 
Unpaid Wages 
Deposit Account 
Interest Accrued.. 


Cet We ie TT eC TC Her SC Auk Yet SC IC er Ti SK ee tee) 


© 0) Cieial sic lele € ws es ¢ © sie & ec 


CC 


Ce 2 


8,417,075 53 


336,675 10 
621,232 20 
94,018 16 


669,685 27 
80,271 05 
1,023,278 60 
176,913 17 
227,720 37 
21,707 22 


1,641,792 80 


8,632,445 89 
215,370,36 


344,175 10 
658,759 15 
130, 665 28 


665,034 02 
62,699 87 
1,023,235 33 
137,893 87 
227,720 37 
14,320 69 


1,701,084 29 
8,609,420 68 

164,362 47 
8,445,157 21 


63,902 76 
459,695 79 
10,000 00 
499,696 96 
36,075 07 


1 ECKO' CVS /O O'S) /*) 0 C1010 6.0 16.0 6 6 O58 © adh ele w cabo ee 0. 66.0 ceil a) a 2.0 © shale « «Cos 6,6 


© 210 © 6 10 0: (Oe ¢ 0:0 \@ a! 6) 0 6) 6) elope eo Tis e's 0) 6 & 0) ee) Le ele fe o: 0) @ wie «th elelele ste 


13,707,021 30 


14,165,348 04 


55,902 46 
349,465 59 
10,479 16 
234,607 22 
43,185 56 


OGD ePSYors tos ee) 4 @tele Sie sie yolse ‘elere 0 ¢ Sele ie ee W\iop e's ele sree hertere. ere we 


CT 


2? 


CC eS 


Losses are shown in black type. 


CO 


1,069,370 58 


443,373 64 
1,407,050 00 


11,000,005 00 
212,777 92 


20,326 09 
713,966 08 


1,196,384 49 
1,417,750 00 


11,000,005 00 
162,757 53 


351,873 83 
662,770 17 
121,500 22 


664,332 62 
27,343 28 
1,023,246 33 
59,286 46 
228,771 85 
6,330 66 


1,823,391 00 


8,607,673 79 
70,369 17 


352,066 13 
231,848 02 
126,426 46 


659,133 46 
460,228 15 
1,022,430 17 
534,767 93 
222,341 20 
209,782 68 


688,126 07 


5,376,251 80 
674,502 56 


8,537,304 62} 4,701,749 24 


82,866 99 
361,652 86 
16,788 83 
52,683 59 
38,396 68 
5,100 00 


ee ey 


BSS STA: OO Ee NOLS 1! 18 Ne (0) 6) ONE 6.6808 e807 ie) fe ee Le AOR Oe es ye 6 8S Bh alie /@. CKO eke we mw Lee Ts They O18 T4 wre lieheltenePeitereiet terattal arate Le tertemraeh ister a 


eS ©) 4) culo. oe eve, le 8) 6.16 


14,998,039 86} 10,116,559 69 


97,999 18 
426,506 31 
25,000 00 
113,853 28 
43,738 65 
2,100 00 


BOO. 0 O06 10. 6 aah eRe, ce. 8 ‘6! 6 a: ape). (6 O.geu NO (8,9) eae! B86, (615, e ‘etre ia, He, wwii -@ 6 16M e Nala; nl, ON. Ol mint @ Tee: wel @) ol) aleeiie) lari aiae atts: 


ere « ofehe ose obo .0 0 fo levemebe ahele «6 6 6 6 6 


557,488 95 


709,197 42 


1,847,395 59} 2,060,460 71 


1,489,500 00 
11,000,005 00 


1,541,500 00 


Hi SP 0 wpe lel RAS & SOLS 0) 6 OFS '€ 9 ofevelhiepe.e lepers ehd ie Siclels of a lapate 6 le ielewte etebeuell « a» ef6 gielule tel « dicted w cle) diadshe B « c as ic. 6 


200,000 00 


103,650 32} 5,605,401 56 


13, 707,021 30 14,165,348 04] 14,998,039 86] 10,116,559 69 
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DAVID SPENCER LIMITED 


CONSOLIDATED BanaANce Sueets—For ELeven YEARS ENDING 31st JANUARY, 1934 


As at As at As at As at As at As at As at 
31st January,| 31st January, | 31st January, | 31st January, | 3lst January, | 3lst January, | 31st January, 
1930 1929 1928 1927 1926 1925 1924 


— SSeS LT | | ee | 


$ §6ets $ §6cts s-"Cts $ 6 6©=s ets ots $ ets $ §6cts 
72,436 06 86,255 66 66,559 60 93,716 33 68,181 83 96,530 05 31,959 39] 1 
1,761,414 382} 1,460,192 50} 1,071,132 75 806,743 56 650,837 17 461,274 24 293,914 45} 2 
24,622 83 24,622 83 24,622 83 24,622 83 24,622 83 24,622 83 24,622 83) 3 
2,347,199 34; 2,671,918 68) 2,298,301 93] 2,339,725 77| 1,893,354 16] 1,759,421 51] 1,837,267 50) 4 
4,156,426 89] 4,193,744 01] 3,411,371 45) 3,215,562 83} 2,587,750 33) 2,292,602 97} 2,138,518 51} 5 
202,067 81 315, 066 45 361,187 86 365,484 25 189,185 21 180,471 78 51,789 54) 6 
225,045 96 237,166 85 309,504 25 355,208 19 253, 023 31 233,037 30 254,885 05) 7 
114, 783 79 125,937 18 79,607 47 99,240 79 104,543 74 115,529 13 122,021 21] 8 


648,654 37 638,781 99 630, 830 37 548,853 45 331,381 46 319,275 61 303,894 03) 9 
424,004 064 369,229 53 306,368 14 246,628 36 211,668 76 179,661 41 147,733 86) 10 
1,040,409 09} 1,039,107 16{ 1,029,493 72} 1,029,493 72 246,993 72 246,993 72 247,093 72)11 
477,305 8% 373,745 07 270,564 73 167,615 37 141,666 61 116,966 65 92,267 29/12 
221,334 33 190,787 72 168,024 83 140, 234 63 136,468 15 116,281 80 98,843 22)13 
194,228 26 187,845 2 162,390 42 129,638 73 115,034 05 90,831 64 67,053 35/14 


eee i ff 


814,859 60 937,857 04) 1,089,025 63} 1,174,699 34 246,474 51 295,091 43 342,776 47/15 


5, 394, 237 89) 5,365,167 69 5,268, 876 77| 5,044,526 26) 3,550,487 42) 3,037,157 24) 3,041,741 13/16 
580,393 63 484,220 21 389,215 19 321,702 29 266,917 84 214,695 89 168,173 94/17 


a | | 


OS ae Ae ete one's. Sod | ako PR GSO Se SnOeen! hcl BIORCEONOSTEDISCIAMCT EC Aa iO} (fe CMO NCOs rat iNCRaCmC UR Tae TMCCRCH! || tx 0k RR eC eC MAO Ue ABC IEE) (tM ICM Wen Aan is oe cot Weal (Ch Xe ee CC Re 


ee ee eee ee IR ee ec edia | sialinuis\ameil tectee is) tal u's coke Ts geice uses Klee os 2-6 e160" 61 o9 6 Cm Bien pi (clés! ees) ele ls) 6.8 ile ce.8i@) Sieve. 6.) 8 oe sh iw Biel a) ene) ate) @ene) Serie | els 


— eee 0 O_O 


10,326,972 31) 10,690,719 01) 10,130, au os 241 9,983,059 37) 6,712,084 68) 5,984, 229 96 . _5, 826, 091 97/22 


— | Se eS 


158,404 12 170,125 61 164,489 40 141,304 76 99,949 58 85,761 39 71,848 78/23 
462,055 50 721,405 90 648,591 44 785,191 51 639,800 38 589,730 38 525,866 27/24 


25,641 31 25,609 99 24,849 57 24,665 55 20,476 60 18,458 70 15,328 69)25 
85,896 08 121,795 66 107,799 94 88,983 91 125,117 34 88,200 08 63,468 87|26 
42,249 44 2,100 00 AAI 27, Toe eR, EOE A 5 aie oe hi Os We Melearoh dee a 2,990 00}27 
2,100 00 2,400 00 1,500 00 1,200 00 2,990 00 PPPOO: GO. sa Rea Ho Bs 28 
Pre ani: eal tat vedas “anes oe Lae Ae: a Re ED AERIS | ER CRI Acntrorers | paras Riera arericl | aa ganado a 


776,346 45) 1,043,437 16) 1,008,356 62) 1,041,345 73) 888,333 90 783,940 50 679,502 61/31 


2,126,905 06} 2,562,808 30| 2,371,887 O1| 3,555,916 38 314,106 69} 11,181 23 312,301 34/32 
1,593,500 00} 1,701,731 70) 1,748,731 70 449,500 00 624,500 00 474,500 00 498,500 00/33 
ES ee coy eer eee 9,944 91 9,944 91 D942 BEE uatnu ee ee ee 

200,000 00 200,000 00 200,000 00 200,000 00 200,000 00 200,000 00 200, 000 00)35 
5,630,220 80| 5,182,741 85] 4,806,332 91) 4,726,352 35) 4,675,199 18} 4,504,663 32} 4,135,788 02/36 


10, 326,972 31] 10,690,719 01] 10,130,308 24) 9,983,059 37| 6,712,084 68) 5,984, 229 96) 5,826,091 97/37 
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DAVID SPENCER LIMITED 


CONSOLIDATED TRADING ACCOUNTS—FOR TEN YEARS ENDING 2lsr JANUARY, 1934 


Year 
ending 
3lst January, 
1934 


Year 
ending 
31st January, 
1931 


—_— | | | Of 


1|Inventory—January 31st 
2|Purchases 


iis 20.0.6 eife le ewe elehele 6.0 
60:10, 0 6 @@TSN4) Gl wv SialcOe) 00 (0: 6 5s. Ghats, @ pile He).9 1948.6): 6 
CC 


2 @ fe! 10). Serie tovie] <e) 9) “alee. 0) 6 @ 516: wo) we) (sie: we: 6 UN a! 


Se [61 1 le! a) ORS g Gensco, ¢ veh elopene, © 6) 6 0 @ pe xehe tm is, oes is 0,2 


8 


ee 


CC 


Departmental Expense:— 


9 Departanent: LXxpense. ocecilwiets wievncnseciencne 
10 Salagiog’) 406. rod. Rue. >... He bee he. 
11 ANB MOEEISIIG seston secncenctecaniss enwncasesatennter 
12 LEGO) sn SR ee ieee STR Rect) Shay 
13 PropaidsPreights. 300.5. .72h.. gee eR 
14 Paper, Twine, Stationery, Supplies. ... 
15 CE SUNG LINES were Poin torent th aa en ol teas 

Administration:— 
16 Directors iBalaries) ..2%..4od.4ss5u5 sa 
17 Interest, Discount and Exchange...... 
18 Ibadvpabtasd, ort..380. 2. . IRD BRO REY a 
19 Danntions. barsctecethersnene! mcmcniaiegnennness 
20 (seneral Tompenses oo ocd hes ccstoes os es 
21 Regal Sixpence wee ite. hon Seon nes 
22 Maint enahGe <x sted Sin baka doer ace 
23 Pe RSnrA NCE Ssh. ooo oe P ic nciaray sieves 4 
24 Sickvess Aceount. 2:....../28 BE... 
25 Telephone and Telegraph....,.... 
26 Depreciation—Auto 20%.............. 
27 Furniture and Fixtures 
LOG Me ee eee 
28 Dairy Machinery 10%.. 


eee ere 


CLS: 


1,354,292 18 
6, 883,333 00 


8, 237,625 18 
1,370,022 01 


6, 867,603 17 
9,507,570 15 


2,639,966 98 
14,156 23 
25,555 10 


2. 679,678 31 


131,146 34 
1,431,998 63 
244,016 07 
44,667 67 
14,453 70 
70,836 87 
34,550 33 


1,971,669 61 


30,000 00 
17,941 22 
127,656 62 
7,751 04 
31,138 36 
11,515 97 
125,093 77 
31,458 72 
90 00 

19, 284 60 
7,386 53 


17,580 18 
525 32 


427,422 33 
280, 586 37 


ee 


2,679,678 31 


Year Year 
ending ending 
dist January, | 3lst January, 
1933 1932 

$ cts. $ cts. 
1,536,375 65} 1,795,125 81 


6,900,738 59} 8,832,690 91 
8,487,114 24] 10,627,816 72 


1,354, 292 18 


1,536,375 65 


1,848,625 38 
10,557,582 22 


12,406, 207 60 
1,795,125 81 


7,082,822 06) 9,091,441 07) 10,611,081 79 
9,769, 282 79} 12,641,039 70) 14,826,870 14 
2,686,460 73; 3,549,598 63) 4,215,788 35 
16,422 68 26,225 22 27,086 90 
33,560 08 39,668 07 64,406 21 
2,736,443 49} 3,615,491 92] 4,307,281 4 
147,431 55 185,805 80 198,780 54 
1,558,455 49] 1,960,281 06) 2,264,634 32 
273,924 41 377, 649 90 389,752 85 
49,342 26 53,073 66 82,175 36 
18,800 13 24,394 44 27,126 61 
74,995 50 103,931 73 124,589 14 
28,873 82 52,433 35 52,581 27 


2,151,823 16] 2,757,569 94 


3,139,640 09 


50,000 00 
9,127.93 
131,973 09 
3,977 44 
45,272 77 
19,756 61 
124,928 91 
30,454 59 
595 72 
19,350 00 
7,990 63 


35, 347 59 
1,041 44 


484,816 72 
99,803 61 


86, 666 66 
19,745 74 
108,578 76 
9,791 03 
39,823 69 
32,718 08 
137,108 49 
65,178 40 
712 44 
20,024 32 
8,376 36 


36,387 99 
1,023 04 


562,135 00 
295,786 98 


145,000 00 
14,883 79 
87, 363 
12,670 00 


36,365 56 
6,039 73 


644,294 92 


523,346 45 


2,736,443 49) 3,615,491 92] 4,307,281 46 
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CoNnSOLIDATED TRADING ACCOUNTS—FOR TEN YEARS ENDING JANUARY 3i1st, 1934 


Year 
ending 
3lst January, 
1930 


$ 


2,043,991 90 
11,306, 685 31 


13,350,677 21 
1,848,625 38 


cts. 


11,502,051 83 
16, 252,893 61 


4,750,841 78 
26,089 65 
31,188 74 


4,808,120 17 


Year 
ending 


31st January, | 31st January, | 31st January, | 3lst January, | 31st 
1929 1928 1927 1926 


$ 
1,807,647 13 


cts. 


Year 
ending 


$ 
1,798,703 78 


cts. 


12,215,528 06} 10,983,500 64 


Year 
ending 


$ 


1,489, 282 37 
9,838,162 41 


cts. 


14,023,175 19] 12,782,204 42} 11,327,444 78 


2,043,991 90 


11,979,183 29) 10,974,557 29 


1,807,647 13 


1,798,703 78 
9,528,741 00 


Year 
ending 


$ 


1,433,192 29 
8,351,374 79 


9,784,567 08 
1,489, 282 37 


8,295,284 71 


cts. 


16,406,632 85) 14,926,868 39] 12,837,641 36] 11,288,782 05 


4,427, 449 56} 3,952,311 10) 3,308,900 36) 2,993,497 34 


32,393 43 
36,729 99 


4,496,572 98} 4,036,918 40} 3,390,027 20} 3,051,769 84 


30,749 07 
53,858 23 


26,985 76 
54,141 08 


20,490 08 
37,782 42 


Year 
ending 
January, 
1925 


$ 
1,486,019 57 


cts. 


7,542,221 72] 93,411,817 65 


Total for 
Ten Years 
ending 31st 

January, 1934 


$ cts. 


1,486,019 57) 1 
2 


9,028,241 29] 94,897,837 22 
1,433,192 29} 1,370,022 01 


7,595,049 00} 93,527,815 21 
10,418, 217 99/128,875, 799 03 


2,823,168 99] 35,347,983 82 


44,182 16 
79,733 79 


2,947,084 94} 36,069,388 71 


264,781 18 
456,623 71 


OND OUR w 


209,464 81 214,261 45 204,317 10 194,086 06 212,319 60 174,398 04; 1,872,011 29} 9 
2,241,610 16) 2,106,359 22| 1,943,492 00] 1,700,646 38) 1,492,664 18] 1,408,997 65] 18,109,139 09/10 
365,506 69 350,037 21 342,205 31 257,285 75 254,682 75 215,799 74) 3,070,810 68]11 
71,041 10 54,691 16 59,315 41 63,968 82 56,182 84 52,689 47 587,147 75)12 
35,320 00 27,047 80 20,086 92 14,807 93 13,861 75 11,470 39 207,369 67/13 
127,556 25 125,080 51 108,612 29 93,332 12 85,375 21 66,910 38 981, 220 00/14 
54,526 71 61,995 96 62,924 51 50,106 90 41,904 06 31,134 75 471,031 66]15 
3,105,025 72} 2,939,473 31] 2,740,953 54] 2,374,183 96] 2,156,990 39} 1,961,400 42] 25,298,730 14 
145, 0C0 00 145,000 00 145,000 00 142,000 00 148,000 00 94,088 40} 1,130,755 06/16 
36,030 72 19,752 33 49,020 38 93,479 89 15,267 63 36,514 15 311,763 78/17 
64,609 38 32,742 44 29,123 84 23,996 65 39,181 49 20,902 89 666,128 88/18 
12,671 35 7,982 50 11,984 30 12,479 70 5,451 25 13,512 50 97,871 11/19 
51,689 15 59,587 12 47,545 07 52,587 72 47,812 76 52,762 91 475,919 80)/20 
15,380 89 10,156 08 8,121 53 3,634 00 8,367 59 3,743 43 140, 286 60)21 
220,052 79 177,744 55 198,806 73 178,370 35 123,665 03 106,451 30) 1,563,500 46/22 
64,830 96 77,108 86 69,823 72 70,656 12 45,067 34 25,824 84 542,035 30/23 
1,128 25 2,157 57 3,005 88 5,238 81 1,474 64 2,092 21 17,491 56/24 
19,670 22 18,400 38 17,259 66 26,304 82 12,685 01 10,630 87 184,829 04/25 
6,383 03 25,454 81 32,751 69 28,046 92 24,202 41 23,778 29 177,624 63)26 
54,774 51 62,861 39 59,739 78 42,128 71 31,685 93 31,210 64 408,082 28/27 
4,895 32 HR DRE AR ORI. 9 REELS: SSR, 321 42 716 91 18,206 15/28 
697,116 57 642,191 00 672,182 58 678,923 69 503,182 50 422,229 34) 5,734,494 65 
1,005,977 88 914,908 67 623,782 28 336,919 55 391,596 95 563,455 18} 5,036,163 92/29 
4,808,120 17) 4,496,572 98) 4,036,918 40) 3,390,027 20) 3,051,769 84| 2,947,084 94] 36,069,388 71 


2664 SPECIAL COMMITTEE 
DAVID SPENCER LIMITED 
CONSOLIDATED GENERAL Prorit AND Loss Accounts—For TEN YEARS ENDING 
3lst JANUARY, 1934 
Year ending | Year ending | Year ending | Year ending 
— 31st January, | 3lst January, | 31st January, | 31st January, 
1934 1933 1932 1931 
$°'* cts. $ ets. $ ets. $ ets. 
CREDITS 
1/Profit from Store Operation............... 280,586 37 99,803 61 295,786 98 523,346 45 
BI OUMYS. TUCNtM, ee ct ite ee atic eae ee 21,790 79 18,581 38 43,615 59 18,023 56 
3|Interest from Investments.................. 19,074 78 SORET TSO [lentes ee oe. 3,898 66 
4|Sundry Rents—Vancouver...............6. 12,904 21 {WAS COA ee ety a te 13,355 41 
ol Rents—Areade. Victoria. oo ee 21-715" 84 Pir ipl Wh a4 | Rene act ereesaiee 2 31,469 36 
6} Rents—Times Building: :;....0... 2.080... 6,576 46 1,000 G2 |, eee Ane, 8,511 11 
7rreimes’ Printing” WIvidend 1... Seeks &. Loot eee ee 3,000 00 12,000 00 17,000 00 
Sir THOMSON WelLLObG. soa vcs chante ache carace ole leary cee trees at The eee eee 
9 319,066 87 156,872 17 351,402 57 579,557 43 
DEBITs 
LGIMMCIpAl VALGS fret ce ee ee ee 109,686 59 113,879 30 LEO? 100,605 71 
Dominion and 2 rovineia Taxesc. sec i orca we re oe eae ee 52,084 43 76,291 27 
2Mute WNSUTaNCG MM se. «as sigs acs aed 21,724 45 49,874 95 54,015 30 45,908 15 
13tinterest-on Mortgaves..*....25. Owe i. 126,572 49 172,610 78 198,923 63 202,580 46 
14|Fire Insurance on Building.............. 10,608 59 17,145 95 17,149 88 11,218 71 
tp Depreciation 4 go) ret... BS eee eo 86,391 55 171,516 52 £71 BaZA7a 175,710 50 
AOPDIVACVOUCL A, cS ee Re his sal eee Dette ss cue [ee cee, OR te. 7,854 00 20,363 00 14,690 00 
Nf [LO EV ELON = — ODE CIA eh 6c os ous Riel ha slate ae ae [ete series bas 8,494 01 10,511 01 17,113 08 
¥8\ Balance to Surphis eee P.O. or ase cee a 35,916 80 384,503 34 284,549 56 64,569 45 
19 319,066 87 156,872 17 351,402 57 579,557 43 
Surpitus Accounr 
As at As at As at 
we 3lst January, 3lst January, 31st January, 
1934 1933 1932 
cts $ = cts $ cts 
Balance at beginning Ol Year lon fon teu so sd eee canes 162,757 53 103,650 32 5,605,401 56 
UN Giat Eoin (Ol Veut rein: tek sees os ok skits eae 35,916 80 384,503 34 284,549 56 
aILTONt Ol OAlorOr OUndry Fropertion®.°,...:.6...c crt ee keen eee 2Ua Oth bas eee oe 
ALAC ANGUY AN COu.. San, aur es Meee kee cat are «Ao Lilare chmcdalclo cists aa: ie ea ASB OO COG. Cars eames ead 
DIP TOU Gai « E SAUV EHS css aces Sete cmos cms obits Ce welos Ged cheater eels oh seen See, tt (ee ee 
6 198,674 33 144,918 69 5,320,852 00 
Deduct:— 
7 Transferred to Share Capital at date of re-organ- 

EZATION. BU LOS boa gee eas SS t cee coethe Ga ania ate: ialiees cat) Rach cacceet ta. al oun rn oe ae 5,217,046 68 
8 TOSS On LUVOSLINIGN GST aces Or eete ee ee eee eles orb oka eines 293 65 155 00 
9 Provincial Government Tax—1924-30......... 0c)... ce cee cee euees 1 eC | eS ae 
10 Advances on Dividends 0.0. tose ees 14 TOS 59) ko eStats sictcee ace lt heen eee eee ee 
11 J: VierNs Spencer—House Actouniticc.% fob cdec che. caw atc hee el oan ee ee 
12 14,103 59 17,847 44 5,217,201 68 
loibalsnce Atiend OF VY G88 gcc. bo oaticane eee a ae 212,777 92 162,757 53 103,650 32 


Losses are shown in black type. 
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DAVID SPENCER LIMITED 


CoNSOLIDATED GENERAL Prorit AnD Loss Accounts—For Tren YEARS ENDING 
3lst JANUARY, 1934 


eee teenie ee 
LP hae ee LLL aL, a a aS Ga nee cen eee en ES 


Total for 
Year ending | Year ending | Year ending | Year ending | Year ending | Year ending | Ten years 
3lst January,| 31st January, | 31st January, | 31st January, | 31st January, | 31st J anuary, ending 
1930 1929 1928 1927 1926 1925 31st January, 
1934 
$ cts $ §6cts $ ©6=S sets $  ~6cts $  ©6 cts $ © ©= ets $ ets 
1,005,977 88 914,908 67 623,782 28 336,919 55 391,596 95 563,455 18} 5,036,163 92/1 
18,669 60 4,236 48 704 75 5,015 67 9,138 09 15,247 16 8,990 05/2 
9,830 45 5,674 89 6,634 69 8,590 51 7,412 83 5,050 34 96,344 54/3 
14,669 19 14,852 07 1D; SOL LS ees ot ae ee See ee). (Jie POE Feces 81,876 22/4 
30,842 26 19,746 56 22,355 03 25,658 27 22,829 85 19, 7C7 85 216,504 74/5 
8,044 27 5219-81 7,118 48 6,556 64 6,365 21 5,164 68 62,112 28/6 
29,000 00 SMM OO liza eet cchecns 15,000 Ou 30,000 00 35,000 00] - 198,000 00/7 
ONC LUC LG Sts, Beach | en! erage cay | Niet ke ieee | Pine aRe Sinem 15,000 00/8 


a a | a ne Oy ee 


1,094,694 45) 1,015,161 52 672,547 86 397,740 64 467,342 98 643,625 21) 5,698,011 65/9 


ee ——EE—_Eeeeee a ——————— —————— eee 
a a, SS a ee eed 


97,287 44 81,937 87 75,296 59 60,775 86 59,963 66 49,515 19 860,020 38}10 
41,117 89 28,228 67 41,920 21 62,u41 10 72,420 21 69,251 34 443,355 12/11 
51,767 66 47,048 45 46,403 93 51,193 78 27,905 25 26,473 40 422,315 32/12 
209, 294 51 218,016 70 223,278 24 45,314 17 13,303 00 13,295 23} 1,423,189 21/13 
16,830 30 22,208 42 20,915 70 10,252 00 15,859 16 5,854 02 148,042 73/14 
198,116 76 196, 542 06 197,099 91 81,471 46 76,921 31 71,221 31} 1,426,824 09|15 
14,690 00 14,690 00 14,690 00 14,690 00 14,690 00 14,690 00 131,047 00)16 
21,060 56 29,263 82 15,620 57 19,905 04 14,944 48 14,285 05 151,197 62|17 
444,529 33 377,225 53 37,322 71 52,097 23 171,335 86 379, 139 67 692,020 18/18 


—_ee———— oe ss eee s se ese: C—O |  ___.........|_ 


1,094,694 45) 1,015,161 52 672,547 86 397,740 64 467,342 93 643,625 21) 5,698,011 65/19 
Se ee Oe 


Surpius Account 


—————————————————— eee 
oo; nv OOO 6 


As at As at As at As at As at As at As at 
3ist January,| 31st January, | 31st January, | 31st January, | 31st January, | 31st January, | 31st January, 
1931 1930 1929 1928 1927 1926 1925 

$ cts $ cts $ cts $ © cts $ cts $ = 6cts $ §6ets 


5,630,220 80} 5,182,741 85) 4,806,332 91} 4,726,352 35] 4,675,199 18] 4,504,663 32] 4,135,788 O21 
64,560 45 444,529 33 377,225 53 37,322 71 52,097 23 171,335 86 379,039 67/2 
SU TEL aLL ee 816 39 42,657 85 944 06 800 90 3 
Ss Gs GER ASO ON es TRS AID ge meV Et eo oRE Cage eare Gea oo, PA one eaves AAS, PlocwteE Ma Melabiners efo p [dciais vdcaaeiagrah coche | OBIS a Meo oo 4 
shade ananur e oho 7S a ILS Mee Seong aera yah ote leah Bld I” vey ne | RR ee me Be | MOB Caines #1 


. —.aSSVaaST Fei eee _ eee | SN 


BLp Feje Meo ole 's gie bine 


ee ere Re His Pic Bras geo Pate Re te <Puiuhs shay Es tub aS oh we ce Pata seater tsi alee ce La Me ng GARE Tea ene GER tee eee 10 
Bee Pe pease SANG SoS ge «Bs pb Bes Dy ap Sacks Sho ots of) of Oink oh RS A CRM, Cole, BE Manis Dames cae) 10,164 37/11 


__-- eee Oe — eee O eee ed | | 


eS | eo eee) OI OO | | | 


5,605,401 56} 5,630,220 80] 5,182,741 85) 4,806,332 91] 4,726,352 35] 4,675,199 18] 4,504,663 32113 
ee 3 Ee ee Be ee Se ee Ee ee ea 
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DAVID SPENCER LIMITED 
(Vancouver Store) 


STATEMENT oF Toran Sates, YEARS ENDING DEcEMBER 31s?T 


Year Amount Year Amount 
Se ee wee PION AS ila |; 
$ cts. $ cts. 
DOUG hoe «Le sees oti ee ee PPOOU OL Ea tl LUkeaaes ee ho eee ee ee ee 6,681,608 37 
CUNT Rowere reed Scene 0. - SRR memes ee Wars pe MitOatnd Oe OO A OG 2) Ri kt eee es 6,565,341 44 
et te ee ae SOR Met. 3,480,507 382 HS 100d re aah GO eae ee Gah Bee 6, 651,326 65 
ph) Vee es Gar geet en ee ee 3880;152-233' 1 LOZ ce. cae ene oe me ee en 7,131,437 92 
LOLS. isc cic 5 Hoe ORL Ca Oe 37652; 941719 If 1926: OS ae ehh ee ae toe ie a 7,813,583 38 
1914 ee ths BOL eee eee 25780; 740584 |] 1027 1.' ante Be oa th ok oes ee 9,119,308 36 
LONO ion Sec COR Fc ocr cena 25 100;144°45. |) 19284 ox no. en oe ie Sone 9,595,847 21 
EN hak SSE Cen SE ene yiLee 2,000,017 96-1] 1920 See Wye ee ne eee 10,107,541 80 
WOE eee ce bee 2,801,302 67 US Pre re en eee en ee 8,953,811 22 
1918 0. sR. chs ee oe ee ee 3,561,414 13 LUST Gt as Snake oe Laas eer Pane 7,791,655 29 
De tee Me a Ae ee BS OiDrosvod OF ih, LOGDn. eae ere es ce cee cee ee ee 5,880,050 38 
1920.0. 2. ths Se Se eee 0;.882,.104:43' |i; 1989 0. oa, Bkcokek Geom Beak oe ob eee 6,141,317 40 
10205. Soe tk St eae ee oe at 6,898,545 38 
Grand Totalt- st ee 137,990,135 43 


a 


These figures are Vancouver Stores only, excluding New Westminster and Fourth Avenue Stores. 


DAVID SPENCER LIMITED 
(Victoria Store) 


STATEMENT oF Tora, SAEs 


san an ena Commissar mms 


Year Total Year Total 

$ = cts. $ cts. 
1909 Year ending 31st December.. 833, 664 00 || 1924 Year ending 31st January... 2,488,764 05 
1910 2 $ ae 893,011 00 |} 1925 bs " 78 2,705,310 38 
1911 v . PS 994,398 00 || 1926 ny ef me: 2,938,866 26 
1912 4 a a 1,389,554 00 || 1927 ce * Ste 3,145,531 10 
1913 “ aS Be 1,414,342 00 || 1928 = es noe 3,286,711 58 
1914 es ye Rot 1,034,980 00 || 1929 S 3,655,881 53 
1915 ~ o dt 756,442 00 |} 1930 a fa ee 3,556,344 14 
1916 - = 856,214 00 || 1931 a x mE 3,197,953 57 
1917 * ad Sod 1,022,083 00 || 1932 a ps Pe 2,838,257 05 
1918 iy Aye 1,217,982 00 || 1933 * ‘ bys 2,399,294 58 
1919 fe fe a 1,668,158 00 || 1934 i i Kel 2,410,240 60 
1920 “ = < 2,073,085 00 Sane 
1921 sf “ ie 2,521,991 00 Crit Tctal. 54,352,057 84 
1922 a 2 a 2,562,891 00 SSS 
1933 ae ae Me 2,496,008 00 


STATEMENT oF NUMBER OF EMPFOYEES IN EACH 0 
AVERAGE RATE or Pay PER WEEK, EXCLUDING 
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DAVID SPENCER LIMITED 
(Victoria Branch) 


oR Part-TIME 


F THE SELLING DEPARTMENTS FOR THE YEAR 1933 wiTH 
MANAGERS OR Special Sates Day Henp-Extras- 


ee ————————————————————————eeeeaaeeeeeeo:,05(€@;(0€00— OS Ee 


Depart- 


meat 
No. 


Number 
Department Name fe) ——— 
Employees Average 
$\ Acts. 
Mors @Murnishings.6¢.:. 66. 4.06 88.66. ap 7 16 80 
Ladies’ Hosiery, Children’s Hose......... 6 12775 
TRA EROEI At eile acai dclelerote dial dere ah tere pe rss 
Dreseroods) SKS. 0rd. eee ieee ee 5 16 80 
Rl ule) Aa iar, Sat, So ea ee SS 8 15 28 
INEPRECHI SS ot, hs eel date a's Fels eles se wre 6 11 41 
Lacesand Trimmings... .21....0.. 2. ee abe 1 a5 
Dee WE Ne ola cie aie oo Wo ee eee pe 3 11 00 
TRG oe oils ade ee od ene bye 3 a2 
pe OANA ot SR OO eras Sc ee earn oe Ce Ss Pk ade 
oe ee ee re aes to 3 13 16 
TEGO ee Re heel da ohcca eh elalal alensite:@ Me 2 10 87 
STATON EE Nie kerr alo Sstce ws aletbelelo ain ese ret 7 12 32 
PB ts a) aes Se | Ls Ma ae oo 7 13 18 
Meer y 00.) Ss e's igen ies oe ba 3 14 16 
WHIRIOWOAT 2 oti ssc ads oe ee wile ese h els i 12 75 
Cinteota, Oe Be ee oo hab 1 12.75 
Tadlies UNGCIWOATHS jcc. ee gees eRels sce cake BE} pag 
Mamtlose te wc dee ee es eee 7 13 25 
Carpets—Linoleum..............+- seer eee 5 23 40 
Teer SCS 6 Gh Ree Pee lei be ge eM ole a a e's bres 6 24 06 
Cian Silverware... 6). fe Beles ee e's bel 3 11 91 
i TS LO Tt ek ly ee ee er 6 12 96 
CR ee Eb, 5 Hing is siete wet e's plots 1 17 50 
Piste WATS Ne 8 dene Ree bes ole bie 9 11 64 
Furniture, Beds and Mattresses............ a 20 71 
Weiler Furniture, Beds and Mattresses..... 1 7 00 
Ladies’ Shoes, B. H. Shoes...............- 10 12 1% 
Mena Clotiin ees eee. os oe Fo we oe cle ee biel 2 17 50 
EB At yii¥'a £00) 10 © pn A Wc ae 5 12 00 
Fee ees Se aw sles ole een lee 4 13 00 
Delicatessen—Heee... 16. ee ce eee ee 4 13 31 
Barret —DAaCOn Serer: © cs ss dene one wees opie 9 14 44 
PaCS ee ec vce deals ot eels sa ptete 2 10 38 
Boye Clothing fer es. 25... fe 65a eee oe eee 4 14 37 
Sifen tere DIOUSOS YS... weed ws wee oe em shee 2 12°75 
TEOGU Gs en oie Bs oa ee see kele tee 1 12 75 
WELLS. kN Ft sic Geo wo ho ao bm cpt ered a ens wilera ote ook oo eal IOS whe EI eas eee at 
Lh CA 5 ee ke te ne te es 4 13 06 
(ENE SON Ae es aie od Ss 51s Meche slalinliene tates 1 toe25 
Ce PCORENIA. sk, Oe as coe bie c Dine obo eprote 34 11 45 
Fruit and Vegetables............+-sseeeees 6 12 58 
Baby Sv CO so he. Bian a5 beet 8s weiere ne 2 12 75 
CV TAPED S, WEAR cet ocarove se 0d vieniete aianorananarede take 2 12-75 
Men stohoes. 1.03. 2). .c.5 2 ghee heen Geet 2 21 50 
Grocery Order 2). S20... 05 big es gee cease 11 14 06 
Ene ae APR Docs de ha bees we PEERS if 15 00 
Meath. ( HA Fe 5c cididacksneeaeehss 22 18 93 
Baye hoes: 4. eer sac dee be eae ae apn 2 13 50 
Ladies’ Bargain Highway.............--+- 5 13 80 
Men’s Bargain Highway.............+-++6: 1 8 00 
Tea sss eh Coes oases esses 8 epee z 14 87 
251 
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DAVID SPENCER LIMITED 
(Vancouver Store) 


STATEMENT SHOWING NUMBER OF EMPLOYEES IN BACH DEPARTMENT DURING YEAR ENDING 31ST DECEMBER, 
1933 with AVERAGE WAGE PaIp PER WEEK 


Depart- Number 1933 

ment Department Name of te 

Number Employees High Low Average 
Selling Departments $ = ets. $.. .cts.|.1 .$aMete. 
Al [SeIB tore: 2) Ba. oa a aie ee 9 15 00 8 00 9 90 
1 Ubniirellas. 0b ccouccaids 3: Gade eed ae 1 15 00 15 00 15 00 
2 Menis(®urnishinga.o8....).. 4. See te 15 25 40 12 00 18 30 
3 Ladies i Hosiery. 2h. ae ee ee 11 12 60 10 10 11 90 
4 Patterns.(Butterick) <<... 4.908250. ee 1 14 50 14 50 14 50 
5 Wooles (Dress Geeds...)...., §. 0G, 2 20 00 20 00 20 00 
6 OE) IB ccesdin ees A tals 2 ec oe 6 yA tl) 10 50 16 40 
4 EAC dsc cucos kdb ce aude ss ay ee ee ee vé 29 40 16 30 22 50 
8 INCRIOM Macc scas beter op 1a hy SOOT os Oe 6 12 50 12 Ab 12 42 
9 "Trp raing «kA. ecksds ss Roemer Mee Wee 2 18 00 13 00 15 60 
10 Fancy-work and WGel ..2... 4, 8020444. 204%. - 9 24 00 12 80 15 10 
11 BarseS..0ccuk ce Essence is oe ee 2 1 AeA 12 00 12 40 
O Hand Keérchiel 5. 0 Ad usb... ARI eR ee 1 13 00 13 00 13 00 
13 Tete? Gloves a4 .d- se Soke eee 5 13 20 9 00 aS 
14 PE 2 AS Ape a BPs Gee CPU BE: ee Raine | o 9 14 30 9 10 12 26 
15 Hooke. <2 ee Be P59. ia ko eee 7 30 00 12 50 18 40 
16 Lee be oss ee ee i ce Stee es 15 27 90 8 60 15 95 
17 Millinery... st Oe ee ee ree cake 6 20 45 12 26 16 73 
18 Gabe iS ho pk So elitinss ote ehed geht 6. 15 00 12.75 fol6 
19 CIiptseGt 3 fh PY Sel ie doe eae ey | 14 30 12.75 13 63 
20 Ladies Underwear at. ....85 2543 2.24.05: 8 13 95 12 75 13 05 
21 Skittaae a: 6 BO AS oo RR eee 2 14 00 1th 13 05 
22 TpdiesiCoatal (O88 «ow. Fok Boas es tee 8 40 00 14 00 18 70 
23 Canpet......... OO OL... rid ae Bageee ce 4 35 00 21 00 27 67 
24 ba eS ee Oe ~ Sepia Alaeaee eae Hy 12 30 00 10 00 19 40 
25 DMMSICT AS. oat k DRO oe onc dek pe ee oekeeried 3 15 00 10 25 12 50 
26 CONAN ser e15s ek. ROE, Set cre mea Mas ours Bie 7 30 00 13 20 19 45 
ate Stowete 5 RRS ne Eke ee 2 26 10 7 00 22 30 
28 Wit@hén Hardiwete? ....... 04.000). oe nes ben 6 20 00 9 80 14 30 
29 BRIEMiGUre: 0 oe See Mee ee ee eee ee Cree 7 30 40 15 50 19 75 
30 Wattoaper...:.. 00.88 . 2... 2. aapBaaent 2 22 00 19 00 20 50 
31 She Re... ot ee ee oe. Bene aoe eee 3 20 00 7 50 14 60 
32 Tinties T Shoes! QQ BE. 2..... 005 Oss vce ee 4 35 20 20 00 25 20 
33 Memrat@lothing #0 AL 25....4....B. 3... 05 ee 5 22 50 13 60 19 50 
34 Sherine Goode se oo... diecaMids. ase Ve 3 30 00 18 00 23 50 
37 Toinins ROG Oke Sl. . lacs denotes o ety be 25 22, 50 9 50 13 50 
39 HeanutfButter. OF W2'.3-. oF. aac bee are bee 1 B45 13 25 13 25 
40 CGEAIRONY od Lk Di Re dod acaintheas veoh & 5 16 00 6 00 12 50 
41 Igoe velunch:<} aS. Gio 20 Bice a Bt cape ran Be 15 18 00 hoya 11 50 
42 Cireeting ards sixth b ike ete ae tee 6 22 50 12 00 13 50 
45 Paget 2! 8.02 wee ie eae ae 3 27 00 16 50 24 00 
46 ECoG ue SB ee ee Raa ee 3 20 00 12,75 17 50 
47 Picture Eramingap ave: as ocd ites coe 3 25 00 9 00 19 50 
48 Builtlérs’ Hard ware? . 2... dic oa oh 5 25 00 17 00 19 50 
49 JeWellery i. 2 Or is oc ikea as pee Be 4 14 00 12.75 13 00 
50 Boyt’ Mlothing. ay SbF. 3B crates cas bes 4 DOM IXY 12:75 18 00 
51 Pedros Blomsesaee ge «ae cis de ca tese sess orcas 1 Who 12 75 O75 
52 Neckwear. ce: b G2 ee ee 1 pass 12.75 LUD 
53 FTW GE. J. ces 0 ee oe eee as hes 3 ORS: 1ipae 7a Tits 
54 SUSEVES Ss. . 5. uc Ee ee ee do cn: i] 14 00 14 00 14 00 
55 Cremnaphone:-4.4 Ahi cc doinewaanline "4 25 00 10 50 18 00 
56 PRs ielc] Cee eree Me 8 2 Poeeinle: eie a a ee Se 1 20 00 20 00 20 00 
57 Memstilate:..f 90 82.2 nde cee oe 1 22 30 22 30 22 30 
58 Gake BF ok ae SE! eee eee eo ea 9 15 00 ANTS 13 50 
59 CUReO86 . 2. CRE cs ee en EES 1 13 00 13 00 13 00 
60 Jewellery Repairs. ..é.. i... doce. Mee eee are. 1 15 00 15 00 15 00 
62 (Chater y.) be Ata ds es Ss Rae ee 5 25 00 15 00 26 00 
63° Clr OSrVICe TCYrOCELY vant oye nee era Oe 19 00 6 50 13 00 
64 Pruit.o eo acs oy Se ba ee 12 27 00 12 00 13 00 
65 Gilt. BRODG tc. coke vines eee ee 1 14 00 14 00 14 00 
66 Woda ES Ste be ice ne eer eae eee 2 15 00 12 75 is ou 
67 a hivcwOnt's nics ch tere Vee A ee 3 13 00 12 75 12 80 
68 KAY IS WV CAP stifete. o s'¢ mackie ae hee A ee 5 12 75 12 75 12 75 
69 Mon’ s ShOGH:.. Joo esac os bxoen oe eee 4 21 00 16 50 18 00 
70 PUAMONEEI, A codi cn sale eae tat oe ae 17 30 00 9 00 14 00 
73 iMleetricalWixturescc. sea cree oe ee wv 14 00 9 00 1A 5G 
74 Ct BLONWers ei vttcnis crete cts ai ee he eee 9 27 00 13 00 19 75 


STATEMENT SHOWING NUMBER OF EMPLOYEES I 


Depart- 
ment 
Number 


HH Zd ROW 


PRICE SPREADS AND MASS BUYING 


DAVID SPENCER LIMITED 


(Vancouver Store) 


1933 wirH AVERAGE WAGE PAID PER WEEK 


Department Name 


Selling Departments 
Pinta LO RUGTE ccs cee 6 nce he oe oe a ree ca ws 


Boys’ Furnishings.........-.---+sseeeeeeee 
Window. Ghadesap. ge os. i. ae eae sp bs 
Patterns (Pictorial Review).........-+++-- 
Child ren’ S SOCK ass. ee mene cee nts 


TD 
} 
Ss 
is) 
= 
° 
=I 
3 
co 
© 
he 
=) 
ary 

PEE NOP PRNE 


Flapper Shop... ...--..-.--ee eee esc ce cree: 6 
Interior Decorating............2--ee eee 1 
ok oe Se Boge ae Serre see oe 6 
TIO NEEAIL HtOEC s,m cn bale cob eee bee 33 
eR On be Be Ue Ober ete oe ns 1 
Tinos! MUTOTUTC sire sete Fase. cincl ke aerss ae Y* 6 
Mae azines. 0) sue pr se eee il 
Beauty Parlor) feo jos. 3 yc ne Bs 24 
Lind ies, DTeSSCS) ove feces he smede oma ven? ba 4 
Pee ibe. tee ee es ie babe | 
WE rat HOUSE se teks, Heectaieacfn te webster ores, ong 5 
TRO DACS 2 bins och cere outs - e- ege et eet: | 1 
‘Gi ei ar Po SE Re ee 1 
Wholesale Creamery.........+seeeeeeeeres 3 
Oupeiea crn ee penta 33 «Dt oo ht Aes + bop t 
Dowmstair SHOCB ease. co eid ace ome ee eee eee 6 
Sewing Machine...,.......----eeeeeeerere: it 
Tiamp.shades4s sclgy- su tyes bey s- 2 
Boye’ So N0C8 sth ter atten + Fae Base ht 2 
RE Oe sees ome e en FAP RS 26 
PRION os IL Pata hn Fe de ce sere echoes 6 
TDIGLCABESSEN o-nheercye cree oes Adiiane eohpereuees Sieve + 3 
Greta Ann Candy sc. --s:- dose oes bee 1 
PK toe Delian rakes oles pe tiaes ce eh oh 3 
Robson St. Greta Ann..........5---ee0 2s: 2 
Pacing Food Weptsa oo. 6.4055 Omens seep ee 5 
MocdelBo00d Dept. icc. ces. deme ese shes 15 
Abixiliary Stati taal nec. sides tet ee dese 122 

721 


New Westminster Store 


Pac ABTS > oe. sso eisie sry eis nce, shaantel ts 
Self Service Grocery.........2.eee eee eee 1 
Tach. Counter. ccsue jin dice sacs ate Soe 
Candy and Cakers.........----:+eeseerees 
Fruit and Vegetables........-.-+-++22++55 
ei re ete: SAE Sey ee Pee ee, 
Hardware”. ee oh eer ee omar hese 
KAfGWERWATCL. jocks BaD ew alae sical bbieks 
Delicatessen-.4 ween her seeks < ge ue as 


TN ECO oe. co dates ok nae, «OEE NT ODT + 


DOR ROR WNNRNNY Ow 


Number 


re) 
Employees 


High 


$ 
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N EACH DEPARTMENT DURING YEAR ENDING 31ST DECEMBER, 


Average 


$ 


cts. 
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DAVID SPENCER LIMITED 
(New Westminster Store) 


STATEMENT SHOWING NUMBER OF EMPLOYEES IN EACH DEPARTMENT DURING YEAR ENDING 3187 D&ECEMBER, 
1933, with AVERAGE WaGr Parp PER WEEK 


_ eS 
oo  ———————————— 


Depart- Number 1933 
ment Department Name of > 
Number Employees High Low Average 

Service Department $ sets. $ = cts. $ ~—s ets. 

POMa RE ONO NDING so. 60s vs eda oar ornare 3 15 00 12 75 13 90 
Puiieiesit,. Acme o Ae A EAS Serene ee 5 16 50 12°75 14 20 
A DL ee es en Oe eee 2s. 1 22 50 22 50 22 50 
MEG Sn OHM eerie oct a dro rere ee 39 24 00 12 50 13 60 
MiallinerysWOrk roost... baccconeds seeekie 2 18 00 15 30 16 20 
Trieetonop Workroot.<.. licen anenct es 2 18 50 15 00 16 75 
Ladies’ Dresses Workroom................ 12 30 00 15 00 17,15 
HS PEaVOPRFOOIL. nc. Leh octal heer ees SPER ES et: 5 25 00 9 10 15 00 
PPAMeE VE WOLKEOGML oa ocho hilceiclt oe koe oe 13 35 00 9 00 20 60 
AR LCG. S, chain seeks B aa eee ae 43 16 00 14 Gs 13 90 
PVG b DG liice vee $l. 2 nn ah Serene to) 16 16 00 War 7 13 60 
Ufo) NE MR Lome A i) eet el 1 1 13 50 bee 13 50 
Telepliqne Eixchange, 065 cicenoaasecoe eet 4 20 00 13 00 17 80 
Pica Va Ors te on ceccecnitcrsbevitec ww eats 3 26 00 18 00 21 60 
EeGy ent Otiee 2.) sno dca ee ee 1 18 00 18 00 18 00 
PASM CD sd Bote earch. CLAS Atte a 20 00 12 75 16 30 
PAS) 5 i eae Bele I ae Senna A, 6 18 00 13 50 15 30 
Winco ri MO6rsac. « os:esloerors tte eter het 7 22 50 5 00 15 00 
PGS) ge Ls oe ae RnR earner 5 30 12 75 7 50 8 50 
CORECEITS 5. ttre teaamthcs ba aeee dm 3 7 50 6 00 6 50 
Dekiveny Room mc veces acho hlaaviennokn 5 24 50 11 50 19 40 
Taster ROOM ca cease hylan 3 20 00 10 00 14 25 
BE. OO RTOCery AP ACK ETS. ovis. le.6 ois heures oe Ra 8 20 00 10 00 17 00 
DEL AAC LUD DING os corse <eevcheievs ome ra 14 23 50 8 75 15 10 
Cityaelivery) Drivers... «clessvairccccs be 28 25 00 14 00 21 80 
Crockery Packers...) scssnedeeon stain 2 20 00 20 00 20 00 
BiiGtaite Packers. «oasis hcrcrMevclowtes oreheacn ee 5 27 50 16 50 22 00 
AP Gist GiG Beira theo cased eich 1 15 00 15 00 15 00 
Teleplione Order yee aa ctcd chosen MO 5 20 00 8 90 12 80 
CCR OTILEGS  orteeca tev aicderanhe acl Meee eh 1 29 00 29 00 29 00 
Paper mUpOK roo aay caked chotncleansct Ok 2 8 00 8 00 8 00 
Garave. Mechanics on. tvc.escsckelecic tore stcungue, 4 35 00 26 00 28 00 
Carpetiters )s:<e Apo eee Wn aeecets Serene oy 8 35 00 31 50 33 90 
US ss re Oe de et eed meee be) 3 27 00 14 00 21 00 
TP ipieareseet Ae to yD Ay eth ee ea 16 20 50 14 00 16 CO 
Mevator Operatoresg «..cdescmwtecc. een 22 24 00 7 50 14 30 
Og ey Lane shed ohn OE Se Se 4 31 00 23 00 26 80 
Lee oe ee hy ERR Stil ie SRR SO ox a RR 85 5 30 00 15 00 23 20 
Vy Ste OFA es enya Bihcars uncles eat 2 21 00 21 00 21 00 
EIS CRrIATIG Mailed caroennee hho eek 5 37 50 26 00 28 90 
LEEDS TEES purses iactenabrandedianitet ralinerninninienasinees 1 26 00 26 00 26 00 
Sueerban: JIrivere. tec reen At wed one. 4 25 00 17 00 23 00 
COPEL OMB OHORSE «ics ced Gree hn Cris Gk 4 43 00 18 00 31 00 
(SEROTAIEITTICOMS AY ROR. oo < hiceee ae va oe be, 60 33 50 12 00 18 00 
MGHEMNISP DOTS: 504 le. cence ae tone 12 12.75 7 50 11 50 


420 


The Witness: The first statement I have given you is the consolidated 
balance sheet of the David Spencer Company for ten years. Perhaps I should 
tell you at the outset that this is also a private company, a company that has 
been in existence in Vancouver a great number of years. It has its main store in 
Vancouver, a substantial store in Victoria, a store in Nanaimo, and a store in 
Westminster. The shares of this company are owned entirely by the widow of 
the founder—Mr. David Spencer—and her son. 

As in the case of Woodward’s, this company was reorganized; its capital was 
reorganized in 1931. 


By Mr. Sommerville: 


Q. That is so as to take advantage of Section 19 of the Dominion Income 
War tax?—A. Yes. 
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Q. And its surplus was then capitalized?—A. Its surplus was then turned 
into capital. 

Q. And the capital distributed to the same shareholders?—A. To the same 
shareholders as they had before, and at the same time the assets were appraised 
and the appraisal value was put upon the books,—exactly the same transaction, 
except as to amount, as the Woodward Company. 


By Mr. Kennedy (Winnipeg): 
Q. That distribution was provided under the law without payment of 
‘neome tax?—A. Without payment of income tax, yes. 
Q. That was the occasion for this reorganization at that time?—A. Yes. 


By Mr. Sommerville: 

Q. That was the case where parliament decided that surplus profits that 
were being kept in companv accounts ought to be distributed and without being 
used, and that permitted the distribution of surplus profits without the payment 
of income tax.—A. The Income War Tax was amended to permit of that. 

To follow the same procedure as this morning, you will note that at 
January 31, 1924, the total assets of David Spencer, Limited, were $5,826,000, 
and at January 31, 1934, were $13,707,000. 

Q. They had grown from $5,800,000 to $13,700,000?—A. Yes. 

Q. Perhaps you can identify just what happened at the reorganization ?— 
A. At the end of 1931, the company had $200,000 of capital and $5,600,000 which 
had been built up, as you see, for many years prior to even 1924. 

Q. In 1924 the surplus had amounted to $4,100,0007—A. Yes. 

Q. And by the end of 1931 it had risen to $5,600,000?—A. That is right. 

Q. It had increased by $1,500,000 in the meantime?—A. That is right. 

Q. That is the only capital that was outstanding up to 1931, $200,000?— 
A. $200,000. And so the $5,600,000 was turned into capital, shares issued for it, 
and at the same time the land and buildings account of the company was 
written up some $3,250,000. 

Q. Those two amounts, the surplus of $5,600,000, plus the capital already-~ 
outstanding of $200,000?—A. And something over $3,000,000. 

Q. And upwards of $3,000,000 of increased appraised value?—A. $4,000,000, 
over $4,000,000. 

Q. Over $4,000,000 of appraised value, increased appraised value on the 
premises of David Spencer Limited, were added together and a new charter 
issued and new capital authorized or issued, amounting to what?—A. $11,000,005. 

Q. The $200,000 of capital stock then became $11,000,000 of capital stock, 
including the surplus?—A. Right. 

Mr. Heaps: Was that on the basis of the new appraisal? 

Mr. SomMERVILLE: That was on the basis of the new appraisal. 

Mr. Hnaps: Have we got that definite? 

Mr. SoMMERVILLE: Oh, yes. 


Mr. Hears: Have we got anything to show that the appraisal was 
$11,000,000? 

Mr. SoMMERVILLE: No. 

The Wrirness: The appraisal was not $11,000,000. 

The CHAIRMAN: Including surplus. 

Mr. SomMervitie: The actual surplus on hand at that time was $5,600,000. 
In addition to that there was $200,000 of capital stock. Those two amounts made 
$5,800,000. To bring it up to $11,000,000 required an additional amount. That 
additional amount was supplied by the increased value put upon the premises of 
David Spencer, Limited, of $4,000,000 odd. 


2678 SPECIAL COMMITTEE 


The Witngss: Yes. 

Mr. Hears: Was there anything to show what the increased value was? 
Mr. SOMMERVILLE: The actual premises. 

The Witnzss: The appraisal. 


By Mr. Heaps: 


Q. Had it increased at all to that. extent?—-A. Well, of course we can’t 
tell you that. The appraisal company says so. 

@. We had an appraisal yesterday?—A. Yes, I have seen that. 

The CHAIRMAN: Pretty fishy. 

Mr. SoMMERVILLE: Of course, this is a private company, Mr. Heaps. 

Mr. Hears: Yes, but still paying profits, I presume, on the whole of the 
capitalization. 

Mr. SomMMERVILLE: The dividends will be declared on the whole capital- 
ization, that is true. 


By Mr. Heaps: 


Q. I was just wondering if there was anything to show for the new valua- 
tion that was put on the premises?—A. There was a report by the appraisal 
company. 

Q. You have not got the report?—A. No, I have not got the report with 
me, but my agents in Vancouver have seen the report. The amount, Mr. Heaps, 
does not surprise me particularly, the fact that it was written up $4,000,000; 
the land and buildings account was appraised at some $8,600,000. 

Q. Prior to the appraisal, what were the lands and buildings carried’ at in 
the books of the company?—A. $4,700,000. 

The CHatrMan: No. $5,300,000. 

Mr. SOMMERVILLE: Yes, $5,300,000. 

The CHatrRMAN: Oh, yes, less reserves, $4,700,000. 

The Witness: $4,700,000. 


The Cuatrman: There is a reserve of $674,000 which they presumably 
carried into this new capital. 

The Witness: Yes, exactly. 

Mr. SOMMERVILLE: In 1934 land and buildings had a valuation of 
$2,800,000? | 

The Wirness: Mr. Chairman, if you or the members of the committee 
will look at the plant and equipment account, the first item is furniture and 
fixtures which was carried at $659,000. There was a reserve against that at 
that time of $460,000. That would mean that the net value of the furniture 
and fixtures, according to the company, was $200,000. The appraisal company 
says, “That is not worth $200,000, it is worth $660,000,” as you will see on the 
column on the right. 


By Mr. Sommerville: 


@. Where is that?—A. Subheading “Plant and Equipment.” If you follow 
down here to January 31, 1931, you will see that the book value is $659,000, 
less reserve of $460,000. The heavy black are the reserve items. The appraisal 
company comes along and says that is worth $664,000 and it is put upon the 
books the next year at that figure. The plant and machinery which is followed 
by the book value of $1,022,000, with a reserve of $554,000 against it, would 
make. something like $470,000 net. The appraisal company says it is worth 
$1,023,000; and the same with the automobiles and trucks. 
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- Q. Automobiles and trucks have a value of $222,000 with $200,000 of 
reserve against that?—A. Yes. 


By the Chairman: . 

Q. They included those three reserves?——A. And the reserve below the land 
and buildings is $674,000. All of these reserves were written out when the 
appraisal was made, and the assets were taken on the books at the appraisal 
figure, at the new appraisal figure, without those reserves. 


By Mr. Sommerville: 
Q. Land and buildings were increased from $5,376,000, against which there 
was a reserve of $674,000?—A. Yes. 
Q. To $8,607,000?—A. Right. 


By Mr. Heaps: 
Q. There was an increase of approximately $4,000,000?—A. Approximately 
$4,000,000, yes. 


By Mr. Senn: 
Q. Was there any enlargement or building going on in that time?—A. Not 
in that time, no. 
ae Hears: Buildings had come down in value, instead of going up, between 
The Wirness: This is in 1931. 
Mr. SOMMERVILLE: Yes. 


By Mr. Senn: 
Q. Was there any installation of new machinery or new fixtures?—A. No. 
I am speaking in substantial amounts now. 


By Mr. Sommerville: 
Q. This apparently was a reorganization taking advantage of the situation 
as it existed at the time, and adding to it the new appraisal?—A. Yes. 
Q. And as it was a private enterprise, they considered, I presume, that 
;t didn’t make any difference what value was put on the buildings?—A. It is 
a private company. 


By Mr. Young: 
Q. The valuations put on in 1924 were those prevailing at that time; when 
were they put on?—A. In 1924. 
Q. Those might have been greater values in 1928?—A. Might possibly 
have been. | 
The CHAIRMAN: There were large increases in the plant since then, in the 
years immediately following that. 


By the Chairman: 

Q. Is that all on that page?—A. The other item I want to call attention to 
is the surplus which ten years ago was $4,000,000 odd, and then amounted to 
$5,600,000 and was taken into the capital. In 1931—January 31, 1932— 
there was a small profit of $103,000, a substantial loss in 1982, and in 1933. In 
explaining that loss, I might say that company had been for some years very 
heavily indebted to its bankers, and it was considered advisable to have some 
new control which was supplied. The new manager or controller set about 
cleaning house, and that is largely responsible for the losses in the last two 
years. 
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Q. That would be on inventory, I suppose?—A. Yes; a regular house- 
cleaning. 

By Mr. Kennedy (Winnipeg): 

Q. In what year was that amendment to the Income War Tax Act which 
permitted that distribution of surplus capital?—A. 1929, I think. 

Mr. SoMMERVILLE: Yes, I think it was 1929. 

The CHAIRMAN: I thought it was 1930. 

Mr. SoMMERVILLE: Hon. Mr. Robb was Minister of Finance, if I remember 
correctly. 

The WiTNEss: 1929. 

Mr. Kennepy: It is under that provision that Mr. Stewart of Macdonald’s 
gave evidence of drawing $5,000 a week without payment of the tax? 

Mr. SOMMERVILLE: It was under that same provision. In other words, he 
drew out his capital, loaned it back to the company and the company pays it 
back to him at the rate of $5,000 a week. 

Mr. Epwarps: That was in the Dunning budget of 1929. 


By Mr. Heaps: 
Q. Was it not being done by the other people?—A. No, it was not. 


By Mr. Sommerville: 


Q. With reference to the question of the reduction, I observe that the 
bank loan was reduced from $2,000,000 in 1931 to $1,800,000 in 1932, to 
$1,100,000 in 1933 and down to $443,000 in 1934?—A. That is right. 

Q. It is only about 25 per cent of what it was two years ago?—A. Yes. 


By Mr. Kennedy (Peace River): 


Q. Had that something to do with the loans?—A. Yes, it had. 

Q. There is an interesting story about that?—A. It has something to do 
with it, and that is why I explained it, because you cannot take the loans in 
the last two years as being truly indicative of the operating condition of the 
company. When you have a cleaning of house and trying to bring inventory 
down, you are bound to take certain losses. 


By Mr. Heaps: 

Q. Did this bank loan compel the company to liquidate its stock?—A. 
I believe that is not the case. I think the bank was concerned with the fact 
that the loan had been running so high for so many years, but my information 
is that it was not compelled by the bank. The Spencer family themselves desired 
to get their debts paid, and wanted to get this company on a clean basis. 

Q. The reason I say that is that if you look at the inventories on that same 
page, from 1931 to 1934, it shows a great diminution, does it not?—A. Yes, 
it does. 

By Mr. Sommerville: 


Q. Before you leave that consolidated balance sheet, is there any signifi- 
cance attached to the very large increase in the bank loans from 1926 to 1927? 
—A. No, there is not. 

Q. That may have been at the time when they were— -—A. You will notice 
that the company’s assets at the same time went up nearly $6.500,000. That 
is at the time that they have added very largely to the size of their store. 

Q. I observe also in the next year the mortgage was increased?—A. Yes. 

Q. And the bank loan was proportionately decreased?—A. The bank loan 
decreased. They borrowed money from another source. 
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Q. All right. Will you continue?—A. The next statement is the consolli- 
dated trading accounts for ten years, and it shows the sales figure about half 
way down in the first group, Mr. Sommerville. 

Q. Yes, the sales were what?—A. They went from $10,400,000 in 1925 
up to a peak of $16,400,000 in 1929, and down to the low of $9,500,000 in 1933, 
at January 31, 1934. 

Q. Their year ends the same as Woodward’s?—A. Yes, the same as Wood- 
ward’s, January 31. } 

Q. The total sales during that ten-year period amounted to what?—A. 
$128,000,000. 

Q. $128,875,000?—A. Yes. 

Q. The gross profit in that period went from $2,823,000 in 1925 to a peak 
of $4,750,000 in 1980?—A. Yes. 

Q. And down to $2,639,000 at the end of January 31, 1934? 

Q. The total gross profit was $35,347,983.82?—A. Yes. 

Q. With total sales of $128,875,000?—A. That is right. Then as shown 
below, there are two groups. First of all there are departmental expense, and 
secondly administration expense. You will notice that in this case the adver- 
tising, which we were interested in in connection with Woodwards this morn- 
ing, which ran to $100,000, is very much larger in this company. 

Q. In this company the advertising is very much more?—A. A peak of 
well over $300,000. 

Q. It runs from $215,799 on January 31, 1925, to a peak of $389,000 on 
January 31, 1931, to some $244,000 at January 31, 1934?—A. Yes. 

Q. The total there for the period is what?—A. $3,000,000. 

Q. $3,070,810.68?—A. Yes. 

Q. With regard to this salary item in the departmental expense, what 
salaries are covered by that item?—A. Everything is covered by that. 

Q. That is wages?—A. Yes, everything. 

. Wages?—A. They call it all salaries. 


By Mr. Heaps: 


Q. How do they compare with other firms?—A. I will be filing those in a 
minute or two. 


The CHAIRMAN: You get that in the last sheet. 


A Ves: 


By Mr. Sommerville: 
Q. Was there anything further on that?—A. No, I think that is all. Then 
you come to administration. 
Q. Yes, you have administration, directors’ salaries at January 31, 1925, 
were $94,000, which reached a peak of $145,000, and then are down to $30,000 
this last year?—-A. Yes. 


By Mr. Kennedy (Peace River): 
Q. How many directors are there?—A. That covers a group of seven. 


By Mr. Kennedy (Winnipeg): 

Q. Without mentioning either the amount or the names, how do the execu- 
tives’ salaries of David Spencer, Limited, compare with the one we had this 
morning, Woodwards?—A. They are higher, generally. 

Q. Are they still moderate?—A. Yes, they are still moderate. There is a 
group of seven in this. 


By Mr. Heaps: 
Q. These were extremely low?—A. These were extremely low. One thing 
I wanted to say this morning was that the Woodward Company is very 
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economically run from an expense standpoint. That is one of the reasons for 
the profits. 
Q. From the overhead standpoint?—A. Yes. 


By Mr. Kennedy (Winnipeg): 

Q. Where it is what you call a closed group, whether they get it in salaries 
or dividends is immaterial?—A. Quite so. You have got to take into considera- 
tion the dividends paid. You find when they give dividends in cash they are 
lower than the dividends in Woodwards, whereas the salaries: are higher. 


By Mr. Kennedy (Peace River): 
Q. While you are dealing with the directors, might I ask if most of the 
directors are in the family?—A. They are all in the family. 
Q. So that the returns to the groups are salaries and dividends?—A. Yes. 


By Mr. Heaps: , 

Q. You have an item for bad debts on the same sheet. What about that? 
—A. I was just going to comment on that. I wanted to draw attention to the 
fact that in the Spencer Company there are, running over a period of ten years, 
bad debts amounting to $666,000. This company has given considerably more 
credit than the Woodward company. You will notice in the balance sheet, the 
first page we referred to, on January 31, 1934, there were $979,000 outstanding 
accounts as against $102,000 outstanding accounts in Woodwards. While the 
turnover is larger, it is not a like proportion. 


By Mr. Kennedy (Winnipeg): 

Q. Before we leave the matter of dividends, can you tell us in round figures, 
what the actual average dividend of Woodwards Limited was, and also Spencers 
Limited, in percentage?—A. Percentage on the capital? 

Mr. SomMMERVILLE: On the new capital of $5,000,000. 

Mr. Kennepy (Winnipeg): Well, the percentage return on the invested 
capital. 

Mr. SoMMERVILLE: Was it not six per cent? 

The Witness: In Woodwards? 

Mr. SoMMERVILLE: Yes, in Woodwards. 

The Wirness: The dividends paid in Spencer’s are extremely small; no 
dividend at all paid in 1933; there was a loss in that year, $16,000 was paid 
in 1932; $31,000 in 1931. 


By Mr. Sommerville: 
Q. Can you give us them in percentages?—A. On $11,000,000 capital, $30,000 
would be a little over one quarter of one per cent. 
The CHAIRMAN: -03? 
The WirTness: Yes. 


By Mr. Kennedy (Winnipeg): 

Q. You say Spencer’s has been run on a percentage basis?—A. Yes. 

Q. What about their earnings that were carried into surplus? Have their 
earnings been low on invested capital?—A. No; we can give you that too. 
There would be no earnings, of course, the last two years, owing to losses. In 
the year 1931 the earnings on invested capital were 10 per cent—nearer 9 per 
cent, and they paid one-third of one per cent in dividends. In the year 1930 
there was a small loss. 
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Q. The earnings on vapital of these companies are particularly large?— 
A. The two companies are very very different. The Woodward has maintained 
a substantial profit throughout ten or eleven years; the Spencer company in 
the last five years, its profit has been very low, and in some cases actually 
losses, so its dividends have been small. On the other hand, its salaries have 
been somewhat higher. 


By Mr. Sommerville: 

Q. Now, dealing with your consolidated trading account, we will finish 
the first page?—A. May I just amplify my statement as to Woodward’s? 
Woodsward’s earned during the last four years, 10 per cent and paid 4 per cent 
in dividends. 

Mr. Kennepy (Winnipeg): In dividends? 

The Witness: On its invested capital, and paid 4 per cent dividends. 


By Mr. Sommerville: 
Q. When you are considering invested capital, you are considering $5,000,- 
000?—A. Yes. 
Q. Ten per cent on the $5,000,000 would be— —A. $500,000. 
Q. And then you say the $5,000,000 is largely written by— —A. Quite so. 
Q.—by the new appreciation?—A. I should not use the word “investment”; 
I should say capital. 


By Mr. Kennedy (Winnipeg): 
Q. A portion of the capital on which you reckon a return of 10 per cent 
is written up 50 per cent?—A. In the Woodward company, possibly so— 
Q. That would mean really 20 per cent on invested capital?—A. Yes, if 
you eliminated the appraisal. 
Q. Eliminated what is written up?—A. Yes. 
Q. No, it is not quite that. 


By Mr. Sommerville: 
Q. In the case of Woodwards, there was written up something like $1,000,- 
- 00O0?7—A. Yes. 

Q. It would be 25 per cent write-up.—A. I should correct that. The capital 
would be about $4,000,000, and the profit would be $500,000 on $4,000,000. 


By Mr. Kennedy (Winnipeg): 


Q. Let us get that correct.—A. Yes, I would like to correct that. 
Q. The return in percentage on invested capital— —A. Would be about 13 
per cent in the last four years, and they paid 4 per cent. 


By Mr. Sommerville: 


Q. For each of the last four years?—A. Average of the four years. 

Q. Now then, dealing with the second page of your consolidated profit and 
loss account, was there something you desired to bring to the attention of the 
committee there?—A. I do not think there is anything there that is not self- 
explanatory. We point out there the capital from the date of the organization 
and show the losses for the recent years. 

Q. The store operations show a profit in itself?—A. Yes. 

Q. The operation of the store itself shows a profit of $280,000?—A. In the 
last year, yes. 

Q. There are losses in respect of sundry rents due to them but not received, 
$21,000?—A. Certain sundry recoveries, interest from investments—they have 
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a substantial investment portfolio, and rents from the Victoria building and the 
Times building against each territory; municipal taxes ran to $109,000 in the 
last year; interest on mortgages which they borrowed on their buildings, $126,- 
000, charge for life insurance on certain of the lives of the directors, $21,000, fire 
insurance and depreciation— 

Q. Depreciation amount written off was $86,000?—A. Yes, there was no 
increase in the depreciation charge as the result of writing up the assets. 

Q. They continued to add the same amount?—A. Yes. 

Q. Annually for depreciation?—A. Yes, approximately so. 

Q. But a large portion of the big loss is represented by the $86,000 of 
depreciation and $21,000 life insurance premiums?—A. Yes. . 

Q. That was charged against the operations, and as a result the statement 
shows a net loss of $39,000 in the operations.—A. $35,000. 

Q. $35,916?7—A. Yes. 

@. Which would be more than wiped out by the depreciation?—A. Oh, yes. 

@. Now, what were the total net figures in the ten year period in the oper- 
ations, net profit and loss?—-A. You are not speaking of the profit from the store 
operations? 

Q. I am talking of the whole company.—A. $692,000 of profit in the 10 
years. 

@. On what page is that?—A. The same page, the next block up, Mr, Som- 
merville, on the right hand side, the next block up, $692,000, the net column. 

The Cuarrman: Balance to surplus? 


By Mr. Sommerville: 


Q. $692,020 for the ten year period after taking into consideration losses 
sustained through its sale of inventory?—A. Yes, then on the next sheet we show 
the departmental operating statements, the results of which we have referred to. 
You have noticed there are a great many more departments here than there 
were in the Woodward store, and we show the sales on the left hand column and 
the mark-up percentage on the third column from the right. 

Q. Now in this Vancouver store, I observe Spencer’s conduct also a five, 
ten, and twenty-five cent store?—A. Yes, a section of the store is five, ten, and 
twenty-five cents. 

Q. In that particular store they have a mark-up of— —A. 45-7 per cent. 

Q. In umbrellas the mark-up is 49-5 per cent?—A. Yes. 

Q. Linens, 47-9 per cent?—A. Yes. 

Q. Notions, 53 per cent?—A. Yes. 

Q. Millinery, 69 per cent?—A. Yes. 

@. Drugs. What is your mark-up in drugs, 41 per cent?—A. 41 per cent 
is right. 

Q. Corsets, 65 per cent. 

Mr. Heaps: Thrift Shop, 44 per cent. 


By Mr. Sommerville : 

Q. Thrift shop 44 per cent mark-up?—A. Yes. 

Q. Carpets, 42 per cent?—A. Yes. 

Q. Draperies, 48 per cent; China, 63 per cent; Wallpaper, 70 per cent; 
greeting cards, 62 per cent; pictures, 98 per cent?—A. That is seeds. 

Q. Seeds, 98 per cent; pictures, 60 per cent?—A. Right. 

Q. Builders’ hardware, 47 per cent; boys’ clothing, 47 per cent; neckware, 
58 per cent; ribbons, 90 per cent?—A. Right. 

Q. Watch repairing, 74 per cent; cutlery, 49 per cent; curios, 58 per cent. 

The Cuatrman: There is a flapper shop. 
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Mr. Youne: They did all right on their flappers. 

Mr. SoMMERVILLE: 49 per cent on the flapper shop. 

The CHAIRMAN: Downstairs store; is that the groceries? 

The Wirness: That is a downstairs store, something like Eaton’s basement, 
only not developed to that extent. 


By Mr. Sommerville: 

Q. Bargain department, youths’ clothing, 42 per cent?—A. Yes. 

Q. Not-Nu furniture; that ‘s the trade-in furniture?—A. Yes, traded in. 

Q. 64 per cent? Cosmetics, 62 per cent, optical 133 per cent, sewing 
machines, 76 per cent?—A. Yes. 

Q. Lamps, 52 per cent, boys’ shoes 39 per cent; Robson street store?— 
A. That is a small fancy store. 

Q. A special store, 58 per cent. Candies, 49 per cent, stationery, down to 
14 per cent?—A. It does very little of that. 

Mr. Kennepy (Winnipeg): The bakery here shows a profit, Mr. Sommer- 
ville. 
Mr. Hears: Tobacco, 32-3 per cent. 
Mr. SomMERVILLE: Tobacco 32:3. 
Mr. Heaps: On the other page you have also a tobacco item, item No. 98. 
Mr. SommeErvitte: A small one. 
Mr. Hears: 23:6. 

Mr. SomMERVILLE: This is a small item. 

The Wirness: I think they had one little one; it is just an extra counter for 
convenience, perhaps, in the store; it would be separate. 


By Mr. Sommerville: 

Q. Then you have a candy factory, 98 per cent, spice factory, 51 per cent, 
tea and coffee, 18 per cent, bakery 45-6 per cent?—A. That is the same as we 
have in the Woodward store. That is the profit before the whole department 
expenses are applied to it. 

Q. What did you find in this store with respect to the question of bread?— 
A. They are also selling bread for two for seven cents following,—I don’t say 
following, but they are doing the same— 


The CuatrMan: Doing the same as Woodward’s. 


The Wrrness: Doing the same as Woodward’s. Selling the bread con- 
tinuously below cost. 


By Mr. Kennedy (Winnipeg): 
Q. And butter?—A. I did not find the same thing in butter in this store, no. 
Q. Did you find it in any other commodity besides bread?—A. We found 
examples of loss leaders, but in no steady department, or in no one commodity 
through the year. 
Q. Bread was the only commodity consistently sold below cost?—A. Bread 
was the only commodity consistently sold below cost. 


By Mr. Sommerville: 


Q. The average mark-up was 40-4?—A. That is including the last two 
eroups of foodstuffs and eliminating this, the mark-up was 48°1 per cent. 
Q. Eliminating foodstuffs, the average mark-up was 43:1 per cent? 


Mr. Hears: When were these mark-ups taken? 
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The Wirness: When? They were taken right from the company’s record 
for last year. 

Mr. SOMMERVILLE: The whole of last year? 

The Witness: The whole of last year. 


By Mr. Heaps: 

Q. Have you the average mark-up for the year?—A. Yes, this is the 
average mark-up. That is the only way we could get the maintained mark-up. 
We might have some samples later. We tried to get the maintained mark-up 
on one particular purchase, say coats, but you cannot find it; you cannot find 
the last one, two or three coats in the purchase. 

(). I have in mind a specific seasonal commodity. At the end of the season 
they will probably clear it out at a fairly low rate?—A. Yes. 

Q. It is pretty common in all department stores?—A. Yes, quite common. 

Mr. SOMMERVILLE: This is reflected in the maintained mark-up. 

Mr. Hraps: In those averages we have here? 

Mr. SOMMERVILLE: Yes. 

Mr. Youne: They lost money on about half of their departments? 

The Wirness: They did last year. 

Mr. SOMMERVILLE: The losses are shown in the heavy black type. 


By Mr. Young: 


@. Yes. Can you give any rule; was there any rule followed there in 
taking those losses? Why did they take a loss on the five, ten and twenty- 
five cent store and make money on the umbrellas and men’s furnishings ?— 
A. I do not think I could apply any rule to that. As I say, this company was 
going through a period of reconstruction and reorganization. They were clean- 
ing their stock, and trying to put the company on its feet again at the time. 
I think they had undoubtedly an inventory loss. This would be reflected in 
those figures. 


By Mr. Sommerville: 

@. That process would also reflect itself in the maintained market?— 
A. Right, yes. 

Q. In the mark-ups that were received? 

Mr. Youne: They made very heavy losses in the furniture, heavy losses. 
in the china and drapery groups. 

The Witness: You will remember furniture was not a good department in 
the Woodward store either. The furniture business in Vancouver in the depart- 
ment stores is not good. 

Mr. Young: What I want to get at is, whether these losses are due to the 
aie that they had big stocks of those commodities on hand when prices went 

own. 

The Witness: That would be part of it, yes. 

Mr. Youne: No other reason you can think of? 

The Witness: No. 


By Mr, Sommerville: 


Q. That would mean that they would keep that in stock for years; but 
that is hardly the policy in departmental stores, is it?—A. I think if you will 
turn over— 
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Q. To page 5?—A. I thought perhaps that might be useful. 

Q. Page 5 shows the mark-ups?—A. We show the mark-up on three dates; 
we really wanted to show whether there is any very serious fluctuation between 
the summer of 1933 and the winter of 1933, because when we struck that par- 
ticular company, they were bringing about the change internally, and we wanted 
to find out whether our figures were indicative, so we gave the mark-up both 
in June and December. 

Q. Yes. Now then— —A. The next statement which is also not printed, 
is a statement of certain departments for ten years showing the fluctuations 
of the mark-up during that period. 

Q. Yes. I observe that this company has had an average mark-up?— 
A. Has a general increase in the last two years. 

Q. In the last two years the mark-up has increased?—A. In fruits from 
27 per cent to 30 per cent; vegetables 29-5 to 33°6; groceries from 8-81 to 14:9. 

Q. That is almost a 70 per cent increase in that mark-up?—A. Ladies’ 
underwear 44:76 to 55-5; boys’ clothing from 39-67 to 47-5; furniture from 
34-31 to 37-1; mantles are down. 

Q. Men’s clothing 29-66 in 1933 to 36 in 1934?—A. Mine is not printed, 
on this copy—what is yours? 

Q. 29-66 in 1933 to 36 in 1934; mantles from 34 in 1933 to 38 in 1934?— 
A. Men’s shoes went up in two years from 41-6 to 46-8; ladies’ shoes from 
31-22 to 40; drugs from 44:8 to 41-8—they went down. 

Q. Generally speaking this indicates a rise in the spread in these items 
from the price at which they were purchased to the price at which they were 
sold; and there has been an increase in the last two years?—A. Yes. 

Q. Then the next statement is for the purpose of showing the spread of the 
expenses, it is for filing?—A. The balance of these statements are examples of 
price spreads, the same as I gave in the case of Woodwards this morning. 

Q. Now, let us take some of these; let us take for instance drugs?—-A. The 
maintained mark-up of the drug department was 41-8 per cent in 1933; the 
spreads from initial mark-ups were from 113 per cent high to 12 per cent low. 

Q. 113 per cent is high—vacuum bottles I see cost 23 cents and sold at 
49 cents; a mark-up of 113 per cent. Facial oil cost 25 cents, marked up to 
50 cents; 100 per cent. Absorbent cotton purchased at 21 cents and sold at 
39 cents, a mark-up of 85 per cent?—A. Yes. 

Q. Hospital absorbent cotton—what is that?—A. The same thing. It costs 
21 cents, marked up to 39 cents, a spread of 85 per cent. 

Q. Blue blades, apparently razor blades; what is that?—A. They cost 6.40, 
marked up to 10; a mark-up of 56 per cent. 

Q. And here you have Epsoms Salts—you were interested in that Mr. 
Heaps? 

Mr. Hears: No, I was interested in Enos. 

The Witness: Cost 4.5, marked up to 9, a mark-up of 50 per cent. 

The CHAIRMAN: Can’t you find some Enos? 


Mr. SoMMERVILLE: We had so much of it yesterday it should not be hard 
to find. 


The CHAIRMAN: I mean, give him the details. 


By Mr. Sommerville: 
Q. Toilet paper?—A. Cost 10, marked up to 15. 
Q. Palm olive?—A. Cost 6 cents, marked up to 8 cents, a mark-up of 33 
per cent. 


2688 SPECIAL COMMITTEE 


Q. Kruschen salts?—A. Cost 48 cents, marked up to 63 cents, a mark-up 
of 30 per cent. 

Q. Listerine?—A. Cost 79 cents, marked up to 98 cents, a mark-up of 
24 per cent. 

Q. Listerine is one of those standard brands, And the maintained mark-up 
of this department you say was 41-8. Now, in ladies underwear?—A. A main- 
tained mark-up in 19338 of 55-5 per cent, with the mark-up varying from 122 
per cent to 6 per cent. 

_ Q. Now, can you give us some example of these; most of these are manu- 
factured in Montreal?—A. Slips purchase cost 40 cents laid down, marked up to 
89 cents; a mark-up of 1224 per cent, Vests purchased in Galt, cost laid down 
$1.40, marked up to $2.95; a mark-up of 110 per cent. 

Mr. Kennepy (Winnipeg): How much did you say the mark-up was? 

Mr. SoMMERVILLE: 110 per cent—that is pretty fair for Galt. 

The Witness: 300 sets of pajamas purchased for $1.01, marked up to $1.75; 
a mark-up of 75 per cent. 300 gowns purchased in Montreal, 42 laid down, marked 
up to 69, a mark-up of 64 per cent. 120 knitted garments of some kind pur- 
chased at 66 laid down, marked up to a dollar; a mark-up of 51 per cent; 120 
other slips cost $1.70 laid down, marked up to $1.98; a mark-up of 16 per cent. 

Q. The next covers?—A, The mantle department, 38.3 per cent maintained 
mark-up, the individual mark-up being from 121 per cent to 3 per cent. 

Q. Now, in the case of coats?—A. Purchased in Vancouver, made in Van- 
couver, coats bought for $8.80 marked up to $19.50, a mark-up of 121-57 per 
cent. 100 coats purchased in Montreal at $22.05 laid down sold for $29; some 
at $39.10—a mark-up from 31 per cent to 79 per cent. | 

Q. Coats and suits bought in Winnipeg?—A. Cost $25.85 laid down, sold at 
$45, a mark-up of 74 per cent. 


By Mr. Young: ; 
Q. Do the items shown on this sheet indicate whether there is a net profit or 
loss on each?—-A. No, but they are being filed. 
The CHAIRMAN: They are being filed as exhibits. 
The Witness: We could not get them all printed in time. 


By Mr. Sommerviile: 

Q. Give us some more of these; here are some squirrel coats from Montreal? 
—A. The cost laid down was $42.12, they were marked up to $69.50; a mark-up 
of 65 per cent. 

Q. Suede coats?—-A. They were purchased for 48.05, they sold for 79, a mark- 
up of 64 per cent. 

Q. How about that item of wolf-trimmed coats?—A. Those were purchased 
for $20.93 laid down. They sold for $35; a mark-up of 67 per cent. 

Q. Perhaps it would be better to refer to the one previous to that; somebody 
asked if the more expensive suits had a larger mark-up; just above is that item 
“suit-wolf”?—A. That was a special suit purchased for $17.07 and marked up to 
$29.50, a mark-up of 72 per cent. 

Q. Would you refer to the one here which cost $59.50-—- —A. Oh, yes, that 
is called the wolf suit. 

Q. The wolf suit?—A. That was purchased for $35.15 laid down, it sold for 
$59.50, a mark-up of 69 per cent. 

Q. Which is practically the same carrying charge as on any of the larger 
suits. Here is one, shadow-fox?—A. That cost $101.47 laid down, it was marked 
up to $159.50; a mark-up of 57 per cent. 

Q. Swagger suits?—A. Purchased at a cost of $15.78 laid down, sold all the 
way from $13.95 to $21, a mark-up of as high as 52 per cent. 
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By Mr. Kennedy (Peace River): | 

Q. Were some sold at a loss?—A. Not sold at a loss, but some were sold at 
a very small profit; none at a loss. 

Q. Furniture?—A. A maintained mark-up of 37-1 per cent; and there are 
pe of that mark-up varying strongly—some furniture was actually sold 
at a loss. 

Q. Were the chesterfields sold at a loss?—A. 18 were sold at a loss. 

Q. I see that, I mean taking it all into consideration you have had a main- 
tained mark-up of 387 per cent?—A. Yes. 

The CHAIRMAN: 31-7 per cent. 

The Witness: 37-1 per cent. 


The CHAIRMAN: I beg your pardon. 


By Mr. Sommerville: 


Q. For instance, here you have desks?—A. Desks purchased at Elora at a 
cost of $5.45, sold at $10; a mark-up of 87 per cent. Tea wagons cost $21.90. 
laid down, sold at $39.50; a mark-up of 80 per cent. Chesterfield sets cost 
$198.75, sold at $335; a profit of $186 or 68 per cent. Bedroom sets, purchased 
at $94.50 laid down—a Stratford purchase—sold at $159; or a mark-up of 68 
per cent. 

The CuatrMan: Stratford—that is the place where we had all the trouble, 
wasn’t it? What is that again? 

The Witness: They were purchased from the factory at a cost of $76, 
they cost $18.50 for sales tax and freight, a combined total of $94.50; they sold 
for $159; a mark-up of 68-25 per cent. 


By Mr. Heaps: 


Q. Mr. Nash, are not a good deal of these goods about which you are 
speaking sold on a term basis?—A. You mean by Spencers? 

Q. On the instalment plan?-—A. Not all on credit. 

Q. They carry on a large cash business though?—A. Spencers carry on 
a large cash business, they also have a substantial credit business. 


By Mr. Sommerville: 


Q. What Heaps is referring to is, he wants to know whether these mark- 
ups are on the cash business or the credit business?—A. I do not think it makes 
any difference. 

Q. There is a regular provision for that, 6 per cent interest additional, or 
something of the kind. 

-Mr. Hears: The reason I draw attention to this is because of the large 
amount that was put down to bad debts. 

Mr. SoMMERVILLE: I appreciate that. 


The Wrrness: This, Mr. Heaps, was the cash selling price. These are the 
prices at which the goods are marked in the store. As soon as the goods are 
received at the store, they are marked with the cost price and the selling price. 
If goods are sent to your house on a 30 day credit basis, there is no extra 
charge, but if the account is not paid then, there is a charge of interest on 
deferred payments. They have no instalment sale plan. They have a modified 
form in Woodward’s, but not in Spencers. 


By Mr. Sommerville: 


Q. Here you have tea waggons from Napanee?—A. Purchase price laid 
down was $19.40, sold at $32.50, a mark-up of 67-52 per cent. 
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Q. Then there is the item of Vanity Chairs purchased in Vancouver?—A. 
They were purchased at a cost of $10.33, marked up to $15.90; a mark-up of 
63-60 per cent. 

Q. Walnut tables from Stratford?—A. Cost $1.06, sold for $1.69; a mark-up 
of 59-34 per cent. 


By Mr. Young: 
Q. A walnut table, you say, for a dollar?—A. So-called. 
Mr. SOMMERVILLE: Laid down in Vancouver? 
The Witness: That may be what they call B. C. walnut. 


By Mr. Sommerville: 

Q. Cedar chests?—A. Purchased for $21.73 laid down, sold at $34.58; a 
mark-up of 58:76 per cent. 

Q. Then you have Beach Umbrellas from Stratford?—A. They cost $2.98 
. laid down, they sold for $4.50; a mark-up of 51 per cent. 

(. Fern stands?—A,. Purchased in Vancouver at $1.06, sold for $1.60; a 
mark-up of 51 per cent. 

Q. Bedroom suites from Vancouver—further down?—A. Purchased at a 
cost of $52.50, that includes tax, sold at $69; a mark-up of 31 per cent. These 
18 chesterfields at the last were purchased at a cost of $31.97, sold for $29.50— 
that is a definite loss leader. 


Mr. Heaps: Would they be a loss leader, or would it be a bad buy? 


By Mr. Sommerville: 


Q. It is a quantity, 18?—A. Might I point out, Mr. Heaps, that these 
mark-ups I am giving you are not the prices at which the goods are marked 
when they are sold, it is the price at which the goods are marked when they 
come into the store. When the goods come into the store the practice in all 
departmental stores, as we will explain later, is to put the selling price right 
on the goods at that time, their mark-up—the price which it is expected will 
be obtained in them subject to later fluctuation, if they do not sell for that 
price. | 

Q. Take these chesterfields, was that the original marked price?—A. When 
the invoices came in. 

Q. Then the intention was to take a loss on them?—A. Oh yes. 


The CHarrRMAN: Loss leaders. 


By Mr. Sommerville: 


Q. They came from Montreal?—A. Yes. ; 

@. Then you have some samples of ladies’ shoes?—A. In that statement 
we find that the maintained mark-up is 40 per cent—that is the ladies’ shoe 
department. 

@. The maintained mark-up in the ladies’ shoe department is?—A. 40 
per cent; and the initial mark-up run from 874 per cent to 11 per cent. 

(. You see here some black satin strap slippers?—A. They were purchased 
in Kitchener at $3.20, sold at $6; a mark-up of 874 per cent. 

Q. Green slippers?—A. Purchased in Toronto at $1.31, marked up to $2.45; 
a mark-up of 87 per cent. 

The Cuarrman: Will you speak a little louder, please. 

Q. Brown glazed Hiawathas?—A. Purchased in Quebec at $1.10, marked 
up to $1.95; a mark-up of 77 per cent. 

Q. Women’s white slippers?—A. Purchased at 74 cents, marked up to $1.25; 
a mark-up of 68 per cent. 
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Q. Brown calf oxfords?—A. These were purchased in Galt at a cost of $3.03, 
they were marked up to $5, a mark-up of 60 per cent. 

An Hon. Member: What about Cinderella slippers? 

Mr. SoMMERVILLE: They were just fresh out of Cinderella slippers appar- 
ently. 

By Mr. Sommerville: 

Priscilla oxford rubbers?—A. Purchased at $1.69, marked up to §2.75; 
a mark-up of 62 per cent. 

Q. Grafton ties, blue suede?——A. These were purchased at a cost of $3.91, 
they were marked up to $6; a mark-up of 53 per cent. 

Q. White Nurse’s oxfords?.—A. $3.59 mark-up $5.45, 51 per cent. 

Q. Women’s Splasho Rubbers?—A. $1.12, mark-up $1.31, 17 per cent. 

Q. Men’s clothes?—A. Maintained mark-up, 36-9 per cent. The mark-up 
runs from 97 per cent to 23 per cent. 

Q. Men’s Bathrobes?—A. Purchased from Montreal for $3, laid down $3.44, 
mark-up $6.50, 89 per cent. 

Q. Men’s Pants? Made in Edmonton?—A. $2.40, mark-up, $4.75, 98 per 
cent. 

Q. Overcoats, Montreal?—A. $10.80, mark-up $19.75, 81 per cent. 

Q. Men’s gowns, Toronto?—A. $5.20, mark-up $9, 73 per cent. 

Q. Tuxedos and silk vests, Montreal?—A. $16.80, mark-up, $27.50, 63 per 
cent. 

Q. Men’s suits from the same firm in Montreal?—A. $11.94, mark-up, 
$19.50, 63 per cent. 

Q. That is a firm you have the report upon?—A. We will have a report on 
it later. 

Q. Cravenette coats?—A, $8.45, mark-up, $13.50, 60 per cent. . 

Q. O.K. Fish Brand Medium Coat?—A. Purchased at $4.02, mark-up, $6.25, 
55 per cent. 

Q. Blue High Back Overalls?—A. Purchased at $1.61, mark-up, $2.25, 39 
per cent. 

Q. Men’s suits, 2 pants?—A. $17.02, mark-up $23.50, 38 per cent. 

Q. Men’s Overall Pants?—A. $1.10, mark-up $1.50, 36 per cent. 

Q. The maintained mark-up on the department was 36:9 per cent?—A. 
Yes. 

Q. Butter and egg department. I see you observe that the maintained de- 
partmental mark-up for 1933 is 30:42?—A. That is including fresh meats. They 
are together. 

Q. Now, let us get some of these fresh meats. Pork tenderloin?—A. Pork 
tenderloin, 104 pounds for 18 cents, sold at 30 cents, 66:67 per cent. 

~ Q. Premium bacon, 25 pieces?—A. 25 cents sold at 35 cents, 37 per cent. 

QO. Beef tongues?—A. 11 cents, sold at 18 cents, 63 per cent. 

Q. Chickens?—A. Purchased at 22 cents sold for 30 cents, 36 per cent. 

Q. Shoulder of pork?—A. There was a loss. They purchased for 11 cents 
and sold for 10 cents. 

' Q. That is a loss leader?—A. I do not know whether it is. 

Q. 323 pounds?—A. The butts were sold at a slight profit. 

Q. Boys’ clothing?—A. Maintained mark-up in 1933, 47-5 per cent; initial 
mark-up, 120 per cent to 5 per cent. 

Q. Youths’ coats from the firm in Toronto we have referred to as not paying 
minimum wage?—A. Laid down $4.84, mark-up $8.95 and $10.95, mark-up 
range 84 per cent to 126 per cent. 


The CuatrMANn: Made in a sweatshop. 
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By Mr, Sommerville: 

(). There is no doubt about that. Boys’ Shorts?—A. Purchased for $1, 
mark-up $2.20, 120 per cent. 

Q. Boys’ Trench Coats?—A. Purchased at $2.80, mark-up $5.95—112 per 
cent. 

Q. Boys’ Overcoats?—A. Laid down $3.97, mark up $7.95—100 per cent. 

@. Juniors’ Overcoats?—A. $7.11 laid down, mark-up $13.95--96 per 
cent. 
Q. Juvenile Coats?—A. $2.52, mark-up $4.50—78 per cent. 
Q. That is all very moderately priced stuff?—A. Moderate priced stuff. 
Q. That is a $2.52 coat is put up to $4.50 and that indicates it is moderate 
priced clothing that is raised in that way. Peel, 3-piece suits?—A. Purchased 
at $6.37, mark-up, $10.95—72 per cent. 

Mr. Hears: Men’s suits? 

Mr. SOMMERVILLE: Boys’ suits. 


By Mr. Sommerville: 


@. Corduroy Breeches?—A. $1.16, mark-up $1.95—68 per cent. 

(). And they come from Montreal. Here is another one from this Toronto 
firm, J. A. Coats, whatever they are?—A. Price $4.77 laid down, mark-up $7.95 
—66 per cent. 

Q. King 3-piece suits, Montreal?—A. Price $5.56, mark-up $8.95—60 per 
cent. 

Q. Boys’ Suits again, 112 suits?—A. $3.71, mark-up $5.95—60 per cent. 

Q. Boys Longs?—A. Purchase price $1.90, mark-up, $2.95—55 per cent. 

Q. Boys’ Bloomers?—A. $1.29, mark-up $1.95—51 per cent. 

Q). The significant thing about these mark-ups is the way they run—$3.95, 
$4.95, $1.95, $8.95, $18.95 and so on up the line. 

Mr. Youne: There are no 99’s? 


Mr. SommerrvituE: No, 95, just under the dollar. 


By Mr. Sommerville: , 

Q. There is a large quantity of straights, whatever they are. Boys’ Straights? 
—A. Purchased at $1.15, mark-up $1.75—52 per cent. 

Q. Boys’ Sheepskin Coats?—A. Purchased at $3.37, mark-up $4.95—46 
per cent. 

Q. Now, we have groceries. Maintained mark-up on groceries?—A. 14:9 
per cent. 

@. Tomatoes 24’s?—A. Tomatoes, mark-up 56 per cent. 


The Cuatrman: You had better give us the figures. 
The Witness: Unit cost -083, mark-up, -13. 


By Mr. Sommerville: 


. Pea soup, 10 ounces?—A. Cost -054, mark-up -08—48 per cent. 
Oxo cubes?—A. -076, sold for 11 cents—44 per cent, 

Puffed Wheat?—A. .-09, mark-up 13 cents—44 per cent, 

Coarse Oatmeal?—A. -217, mark-up -29—33 per cent, 

. Apricots?—A, -146, mark-up -19—30 per cent. 

Orange Peko Tea?—A. -225, mark-up -29—28 per cent, 

. Coffe?—-A, 36 cents, mark-up 45 cents—25 per cent, 

. Sunlight Soap?—A. -163 cost, mark-up -19—16 per cent. 

. Purity Flour?—A. Purchased for 75 cents—that is 4-24 bag—mark-up 
85 cents—13 per cent. 

Q. Baking Powder?—A. -65, mark-up -71 cents—9 per cent 
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Q. Sugar. Is that a loss leader?—A. Not quite. Purchased at $6.60, sold 
at $6.70. 

Q. A hundred?—A. Yes. 

Q. Fruit and vegetables?—A. Maintained mark-up for 1933, 38:6 per 
cent. The mark-ups go from 134 per cent down to 15 per cent. 

Q. That is mostly fresh vegetables and fruits?—A. Mostly stuff of that 
sort. 

Q. Here are men’s shoes?—A. Maintained mark-up for 1933, 46-8 per cent 
marks-ups running from 74 per cent to 27 per cent. 

Q. Brown Dong. Romeo?—A. Purchased Montreal for $2.26, mark-up 
$3.95—74 per cent. 2 

Q. Green Slippers?—A. Purchased $1.41, mark-up $2.45—73 per cent. 

Q. Men’s Black Oil G’s?—A. $2.33, mark-up $3.95—69 per cent. 

Q. Black Kid Bals?—A. Purchase price $3.26 mark-up $5.50—68 per 
cent. 

Q. Men’s Patent Oxfords?—A. Purchased at $3.11 mark-up $5—60 per 
cent. 

Q. P.R.A. Black Kid Bluchers?—A. $5.02, mark-up $8—59 per cent. 

Q. Black Kid Bluchers again?—A. Purchase price $3.72, mark-up $5.85-—-57 
per cent. 

Q. Brown Calf and Pebbler Oxfords?—-A. Purchase price $2.25, mark-up 
$3.49—55 per cent. 

Q. Black Men’s Soft Toe Shoes?—A. $2.67, mark-up $3.95—48 per cent. 

Q. Men’s Habitant Cleated?—A. Price $4, mark-up $5.75—43 per cent. 

Q. That is rubber footwear?—A. Yes. 

Q. These are some fair samples of the mark-ups throughout that store?— 
A. Yes. 

Q. Now, you are filing also the report from the Victoria store made in the 
same way?—A. Made in the same way. The difference is not material. 

Q. But the mark-ups are substantially the same?—A. The mark-ups are 
substantially the same. 

Q. And the conditions that you already describe of the Vancouver store 
apply equally to the Victoria store?—A. Yes. Then on the printed statement is 
a report on the wage. 

(David Spencer Co., Ltd., schedule, filed marked Exhibit 214.) 

Q. Now, the wage schedule?—A. It is on the right-hand side on the top 
of the sheet and we show there the department, the number of employees 
employed and the high, low and average wages for the year 1933. 


The CHAIRMAN: That is in Vancouver? 
The Witness: That is in Vancouver. 


By the Charman: 


Q. Might I ask you this. I notice in the “low” column quite a number 
enumerated as $7, $7.50, $7.50, $8, $5, $7, $7, $8, $6, $7, $8, and $8. Now, I 
notice that the minimum wage law clause, if I remember rightly, prescribes $9. 
Did you examine this in connection with the minimum wage law regulations?— 
A. I instructed our agent to do so. 

Q. What is his report?—A. That they had not any knowledge nor could 
find out that they had broken the clauses of the minimum wage law. 

Q. Are we to presume wages that are enumerated here as below the mini- 
mum wage rate—that is the minimum wage rate for adults—come under that 
classification? For instance, I notice that the regulation says: “Under eighteen 
years of age $7.50 for the first three months; $8 for the second and $8.50 for the 
third” and so on?—A. I think that is the case. 

Q. That is the explanation. 
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By Mr. Heaps: 

Q. Are some of these temporary employees?—A. I think if my instructions 
were carried out—and I believe they were—this is based on a full week. 

@. Let me show you one item here, Willow Ware china. I think you show 
a low wage here of $5. Would that be for a full week. I pointed out to you on 
a previous page Willow Ware china, bankrupt stock, item 126. That showed a 
spread there in the prices charged of 254 per cent. 

Mr. SOMMERVILLE: Yes, that was a bankrupt stock of china and in a large 
portion of it there was a large mark-up of 250 per cent. 


By Mr. Heaps: 

Q. The point I am making now is that someone evidently received $5 for all 
Purposes on a sum of something like 200 per cent?—A. I would like to be definite © 
in answer to your question, and my understanding is that all of these are based 
upon a full week’s pay. In regard to that particular case, I would like to find 
out definitely. 

(. If it would apply to that case it would apply to all?—A. Yes. 


By the Chairman: 


@. Then on the next page, in the Vancouver store, we find one $8; another 
$7?—A. And you find the odd one of $6 and $6.50. 

(. $7.25; another $6.50; $7; $7.50; and one at $5.50.—A. That is what they 
call the auxiliary staff, the part time staff. 

(. The others are in departments?—A. Yes. 

@. Well, will you check on that to make certain?—A. I will have that 
checked on to-night, Mr. Chairman. 

Q. That it is accounted for by coming within the regulations set out in the 
Minimum Wage Law?—A. Yes, 


By Mr. Heaps: 
(J. Are these people who are employed there on a weekly rate?—A. Yes, a 
weekly rate. 


By the Chairman: 
Q. Are they fairly steadily employed?—A. Yes, they are fairly steadily 
employed. There is very little part time employment in Spencer’s. 


By Mr. Sommerville: 


Q. And in the Spencer Vancouver store there are 721 employees?—A. Yes. 

@. And in the Spencer Victoria store there are 420 employees?—A. Yes. 

Q. And in the New Westminster Spencer Store there are 46 employees ?— 
A. Yes. 

By Mr. Heaps: 

@. Are these employees paid for all legal holidays?—A. I am afraid I can- 
not answer that definitely. I will make that a matter also of my inquiry 
to-night. 

Q. Have you any information as to whether they receive any holidays 
during the year?—A. I have already wired for that information, Mr. Heaps. 
I would like to read you this section of the report that was made to me: 

In connection with auxiliaries and extra help, these would all be 
paid, in the case of females, at the minimum wage or more and would 
be employed for times such as special sales, Christmas, and other events 
that require more than our usual staff. 

They might fall into that category, but I will inquire and clear that up to 
your satisfaction, and my own as well. 
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By Mr. Sommerville: 

Q. In the case of Spencer’s there is a much larger advertising appropria- 
tion?—A. Yes, three times as much. 

Q. I observe in the report here that the total advertising in the two 
Vancouver papers for the Vancouver store amounted to 1,647,814 lines in the 
year 1933?—A. Yes. There was another point I would like to speak to, that 
is, as to consignment stocks. There are no consignment stocks as such in either 
the Woodward’s or the Spencer store in Vancouver. 

q. And I suppose there is also a substantial number of loss leaders?—A. 
Loss leaders in both stores. 


By Mr. Heaps: 

Q. In going through the books of the company, did you find that most of 
the goods purchased were made in the Dominion of Canada?—A. Oh yes, almost 
all; a very small percentage made outside. 

Mr. SOMMERVILLE: Now then, we will have the Army and Navy Depart- 
ment Stores, Regina. 

The Wirness: Mr. Sommerville, would you like me to file a little summary 
for the Spencer store the same as the Woodward stores? 

Mr. SoMMERVILLE: Yes, if you will file the same kind of summary for 
Spencer’s as in the case of Woodward’s. 

The Witness: I will do that to-morrow morning. 


By Mr. Sommerville: 


Q. Now, have you got the statements for the Army and Navy Depart- 
ment stores?—A. Yes. 
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Statement No. 1 


As at 31st March, 1934 (approximate) (Vancouver as at 31st May, 1933) 


Army and 
Army and : 
Navy De- | Army and pit ee 
partment | Navy De- Meare. 
Store, partment Li ss 
Regina, Store, macine , 
Sask, Vancouver, eins ie 
Alta. (28th 
(8ist March, B.C: Feb 
1934 (81st May,| ““jog4 >’ 
approx- 1933 a é 
: pprox- 
| imate) imate) 
| $ cts. $ ets. $ — “eis. 
ASSETS \ 
Be ee eTRC TATA AMIGL < | fot Se AAP «ic 20 Ss. SORA ws 10,900 97 25 00 2,447 00 
on CEN Oe) ne fee rn i es an ei 333 93 
Accounts Receivable..:.................. 8,520 87 950 00 Piolo Le 
Inventory of Merchandise................ 401,046 51 12,096 88} 158,552 13 
420,468 35; 13,071 88} 164,648 18 
Sundry Loans, etc., to Shareholders and 
GRICE CHOOIT CU Me -cele tows. sts oes oe ee. de ee. ee 12,958 04 
mimesis ane Fixtures...) kes um ens o> De OlS: OaNe teed eee es 2,837 60 
Autos and Delivery Trucks.............. $1022 28). Se oS Pee Be te. 
ALES, 0g aR BA eae Be, Ca en WS ye ae 4 ey Sea oe Re inte Te ee 
601,068 08} 13,071 88} 180,443 82 
Dox Dirco A UmsUrance.. .43ie es ee Les 1267 Toles vies 1,000 00 
Sundry Supplies on hand, ete............. 4,374 76 25 00 2,174 81 
ee Ce ee CVO RAs. oA eee Foe a ec LA woah tices ws bare cine, ole ab weet o ose s 
Bre SE OSCAR E LE SORAIGs 1. ou... . SU TO os | eh bee velo sed dab s cs Peek Meee as ee 
606,705 57} 13,096 88] 183,618 63 
inter-Company Accounts. ... 0. sve oe oa- ss 45,764 76 29,948 29 40,697 66 
652,470 33 7,846 41) 142,920 97 
LIABILITIES 
MeEOUnie FAVA. satus ccc ee ee he ee 105,982 94 523 08] 24,237 93 
Bare 1 GIG kos ne oe om ve ot whe o> 75,454 39 Yor 15 5,249 40 
ele LANs Won ee a ote dom Pb Rs ee Me oc 40,000 00 TE 5OO LOO at atc 
Prete O VELUralts.9. <x 6. on seas Sess Maas 13,384 28 I 2 Ei oe ae 
ES a NY MICOS Whitty FH ee a oe whee Lic oe kis Cn ted hee oe es Sone as mete gas 
Bee ores PyOH Ean us. 4 ete: ws ueetOn cA s wholes ef-s oot ce sok aig | aes) gan akite Bg ae 
234,771 61 9,732 12} 29,487 33 
Mortgages Payable— 
Mutual Life Assurance Company..... POOG AO eee ea aes w Ste Sigaee aaa 
Confederation Life Assurance Com- 
BABY so oe Rabo «4s eee ae ee BO OU) Witt ice, Meche. s mine wl ckolecane cs soe e8 
Worthern Trust Company............ TP OCU TOI tee ro cbie ds sy Dit ce es 
Sundry Loans— 
i. WV GLINler, .t 5% Gates. conse es cee TO5Q00: O01. Oe wae <8 chalets tarsal os 
OB WEN eV STI* 2 ir § SR A eae ee 2 OO: Sole eR ik cs eB aed eis 
BME erie Gl Cn oe MACE e «va yOkt dE ite 5 SRN akcs ea gts ORB oi oo ne 4,000 00 
Capital Stock and Surplus—Army and 
Navy Department Store Limited, 
CLO UOR: et. ROMs» icc ae ee oe Coo Bet cl: Be ETS oR ahs 5 eRe 109,433 64 
Poarsecrship Capital wee... ae ht cee 310,397 84) 17,578 53]............ 
652,470 33 7,846 41! 142,920 97 


Totals 


$ ~=s ets. 


13,372 97 

333 93 
12,785 99 
571,695 52 


598,188 41 


12,958 04 
8,750 63 
1,022 28 

173,664 42 


794,583 78 
2,262 73 
6,574 57 


ian witei(@) oN loge <6, 0s) .0\.8 


803,421 08 
* 15,876 19 


787,544 89 


130,743 95 
81,440 94 
41,500 00 
13,795 92 


6,510 25 
273,991 06 
19,000 00 


36,000 00 
17,000 00 


10,000 00 
25,300 88 
4,000 00 


109,433 64 
292,819 31 402,252 95 


787,544 89 


* $17,500 remitted by Edmonton to Regina in March, 1934. 


Losses are shown in black type. 
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Statement No. 4 
ARMY AND NAVY DEPARTMENT STORE, REGINA, SASKATCHEWAN 


STATEMENT OF GENERAL AND OVERHEAD Expenses ror Periop Ist Marcu, 1938, to 31st Marcu, 1934 


TTT ooo 


—— Regina Moose Jaw Total 

$ cts. $ ets. $ cts. 
Parcel Postage. (4. Ate eb, el; ae 100, 57550 m ce i. ee 100,575 25 
Freight atid Express Gt sh it ee en us hide} me ae a OT Daroulee 4. 20 ee 2,100 30 
Salaries and Wages!..% ..(i-e bs ane ae, ee ee Les ae 146,489 21 15,019 18] 161,508 39 
LC VOPGISING ILC RTD Wo tA ees ta ae Oe he ee 152,993 19 4,828 99] 157,822 18 
Fire and Awto(Insurante.4.63 4...) Ste. eae ee 3,696 34 217 40 3,913 74 
LeeslandbAccounting Feds: 4... ad ak. ccl deat ee eee 2: D5: Sli leek. , ee 2, 165 32 
Ligh Ge POW eT PM Wa LOG al nadl dnaeeenticnnrriachonniimediedontueun 6,965 81 1,379 53 8,345 34 
Fa penandel Wine chi. acd: Mec dene, ei ead lente Ae emcee 8,498 52 651 12 9,149 64 
Ter th ge ics has BEM vs cake Oyo oeeak a a ee, es ee ee 6,875 00 2,100 00 8,975 00 
Postage, Uxcise and Exchangé.....5i5 Je... Ss. Ree ee 642 80 135 44 778 24 
Repairs, Renewals and‘Alterations.-......c:.:.. ct... ee 6,384 76 1,483 52 7,868 28 
Printing and Stationefy ©. .:.1.....c1as ae. ae eee Le 1,740 33 Rial s7 1,911 70 
Busivioss and ‘Property Daxes.}..c.. 0.6 docks ok a ee 10,901 57 315 60 HLINSRA Waly 
elepeone.and ‘Telegraph. eo ic ee 1,865 98 250 39 2,116 37 
TrackandeAuto Hxpanse, 0.4. eve cay ce nae a ee dip DO creo Olvera bieions 1,589 30 
Jravellingand Buying Expenses... e. 4.0 . ee 1. eee ee 2,744 75 508 89 3,253 64 
Literest ee fis asi ae eds ee Le oe ee ote tee 11,859 01 0 50) 11,859 51 
Depreciation s:.-..:.. Gat <item. ee Ae, ee weed | Se 5, S00n52ie, | ed ae 5,890 52 
Bad Webts. io oon. sReeeT Swe Ae Oe ae AT, wean Leen 40 45 2125 61 70 
General PRpenses. oscgs ocd oes Ce ee ee 836 12 98 14 934 26 
LS) Relea Ree. <i Ro we. Gee Bm Pear 3,384 24 720 26 4,104 50 
TOORHONS te co ce Be ete sw oak oe ee te 400 00 75 00 475 00 
IMeoMme UAT. gs. .cis Meee ss. s dee. bho De Ree. eee ee Dp OURAN Paes a, eek See ae 3,303 47 


482,595 29} 27,976 58} 510,571 87 


Ee gs) see ete) ee) Bee eee ee 
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Statement No. 5. 
ARMY AND NAVY DEPARTMENT STORE, VANCOUVER, B.C. 
CoMPARATIVE BALANCE SHEETS FOR THE YEARS 1928-1933 
eee Oaaa>=0»°0=>0>*l>q #“ $S@ OCS 


31st Dec. |31st Dec.|31st Dec. | 31st Dec. |30th April] 3lst May 
— 1928 1929 1930 1931 1932 1933 


ASSETS 

Oe os eee ee 
Graber Orr ait ae Bis ieo Bl te dibs 224 REG. 25 00 25 00 25 00 25 00 25 00 25 00 
ne EN OC ae Sen eee eee Py BASS 2 bith cov rrvererarerted aon da. ahnif is env eves oereaten ienehen el na ansaeine is 
Deposit—B.C. Electric Railway Co.... 45 00 45 00 25 00 25 00 25 00 25 00 
Inventory of Merchandise............... 28,462 78] 33,508 02} 26,065 78) 10,456 98} 9,347 52 12,096 88 
Rann oles lsvart. ...05. HOS... 5.00% pd. STORE. |B. OBIE POL ee beens ternde ete ede eed 950 00 
err repaitewk. «1. 2OS. ..00087 O88.» REO, TIGHOST La basa. ccate mle MRED Dee aneeamene aan 

otal Atwsoten. 22.184. GAL..od 22.08%. 29,676 60} 33,704 30] 26,115 78] 10,506 98} 9,397 52 13,096 88 


me pup. St 6 80. ON ee ee ee. 8 em 


LIABILITIES AND CAPITAL 


a 


BAP COMI ES IAN, DOIG csiates tagzania) ncryrasisossl sunnah cte 5,679 41| 11,667 86] 17,016 14| 15,375 71 17,665 54| 21,466 37 
Motes pay aleick .& . 42. sae 1% -BE-ERT - 1,507 74| 8,395 37| 5,621 05] 1,449 64) 1,118 90 737 15 
“ca ADM TES 2G A ses Seecree LSE AO tee hig es 428 50| 2,743 65} 4,162 25) 6,510 25 
Banis@verdrattecscert ee poe eee oe eee ee ne ree 1,057 21 643 43 361 75 391 39 461 64 
aco USS I ee UR SRM HERA GN neatargs Bir me pine Caria tae 1,945 00} 1,345 00 750 00} 1,500 00 
Seed, VACA coh ms tetas accra wea eles inl REIPRASEUE 07 Pee 29 92 oo earanteae eo 1 | i eT ena 

Tots ia biliicn... o0. cna ss es Tee 7,368 91| 21,120 44| 25,654 12) 21,275 75) 24,433 08} 30,675 41 
Ganital wo. 16 «2% -% - - ae Sa eS Spe 22,307 69] 12,583 86 461 66| 10,768 77| 15,035 56) 17,578 53 

Total Liabilities and Capital........| 29,676 60] 33,704 30) 26,115 78} 11,506 98 9,397 52} 13,096 88 


inp Wilinad viene Mies 1 tt avo gp, ore bt oe eS eee 


ANALYSIS—C APITAL ACCOUNT 


ee ee Nr TT CT 


Balance beginning of period............ 32,363 59} 22,307 69} 12,583 86 461 66) 10,768 77| 15,035 56 
Loss for the period transferred.......... 10,055 90| 9,723 83) 12,122 20) 11,230 43) 4,266 79) 2,542 97 
Balance End of Period.............. 22,307 69| 12,583 86 461 66) 10,768 77| 15,035 56) 17,578 53 


eee ee) | aa are (Tea 


Nortre.—Loans by Regina to cover opera- 
ting deficits included in Accounts Pay- 
able. These amount at the above 
gk roes PO apatete  ataeg Sia PEM In ran nies, ee a CR ieee! 5,115 56) 9,163 85| 12,563 85] 14,313 85 20,943 29 


Losses are shown in black type. 
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Statement No. 6. 
ARMY AND NAVY DEPARTMENT STORE, VANCOUVER, B.C. 


COMPARATIVE TRADING AND Prorit AND Loss ACCOUNT FOR THE YEARS 1927-1933 


Ist Nov. | Ist Jan. | 1st Jan Ist Jan Ist Jan. | 1st May 

1927- 1929- 1930- 1931- 1932- 1932-— 
——— 31st Dec. |31st Dec.| 31st Dec. | 31st Dec. |30th April} 31st May 

1928 1929 930 1931 1932 1933 
$ cts. $ §©6cts. $ cts. > . cts.| © “ets: $ cts. 
Merchandise Sales..... 2.25.02 -2-.. es. 104,467 96) 74,217 51} 72,422 37] 48,791 96 7,900 68} 27,829 93 
yA Tes PS 111 ct RO I INU ONE 743. 51 455 90 384 23 217.15 56 45 72 98 
Net Salés.cs .... 100 5%)... 0 8": 103,724 45} 73,761 61) 72,038 14 48,574 81} 7,844 23] 27,756 95 

Cost of Goods Sold— 

Inventory beginning of period.........].......... 28,462 78] 33,508 02) 26,065 78 10,456 98} 9,347 52 

EO STS eS UCI A reece 102,414 96] 61,526 72] 48,102 30 22,268 10} 5,049 54! 20,996 62 

POISE QUCL LIME: Leo cere crben oe ens 5,672 53} 2,340 84] 1,820 14 919 80 97 31 860 34 

108,087 49} 92,330 34] 83,430 46 49,253 68] 15,603 83 31,204 48 

Less—Inventory end of period........ 28,462 78} 33,508 02} 26,065 78 10,456 98! 9,347 52! 12,096 88 

INGE Ggt 2 htt pee oo oo, oe 79,624 71] 58,822 32} 57,364 68 38,796 70} 6,256 31] 19,107 60 
Other Income— 

Interest and Discounts................ 89 00 15d LOL. «do aks) ea Rn Le ee ee 
General and Overhead Exxpenses........ 34,244 64] 24,817 90] 26,795 66 21,008 54) 5,854 71] 11,192 32 
=e jew ev, ut wa tat ore <i. +o 8 eS eee eee 

: SUMMARY 
Se a 
31 Fo) ie aoe yee ecard. eames BI eth ree me ited oko 103,724 45) 73,761 61] 72,038 14 48,574 81! 7,844 23] 27,756 95 
Costat Grogs old. ne ee ee 79,624 71] 58,822 32] 57,364 68 38,796 70] 6,256 31] 19,107 60 
KSp06S PPG TAGw SA Og vmeneitiecuteleuons 24,099 74] 14,939 29] 14,673 46 9,778 11} 1,587 92] 8,649 35 
OCRGFANCOMIGs.. an.) tn hah ee Oe ees 89 00 TDA TSI Sag eo ee | ee 
Total Gross Profit ons. 24,188 74] 15,094 07] 14,673 46 9,778 11} 1,587 92] 8,649 35 
General and Overhead Expense 7 34,244 64] 24,817 90] 26,795 66 21,008 54) 5,854 71} 11,192 32 
INGtHLOSS cao k. sina age 22. les.nee. 10,055 90) 9,723 83] 12,122 20] 11,230 43] 4,266 79 2,542 97 


SS SaeTaey —caEe > N >P GEE cular mrcea: rere ac ee ee | fe ae 


Statement No. 7 
ARMY AND NAVY DEPARTMENT STORE, VANCOUVER, B.C. 


STATEMENT OF GENERAL AND OVERHEAD EXPENSES FOR Periop Ist May, 1932, ro 31st May, 1933 


AAV ORLISUG ca So Fs ie Acie «HOES SS, colts ec leg, 1G Atees, fe $ 349 54 

pee OORT EE ee ee Te CRAM ee ene Slam AON al etl Ye Pan 4,150 00 
PIV ROE as 2s stalans tese ielant tv she one orci: aia ite eas nee LE ga 4,555 38 
Telephone and Telegrams..........: ee Ee) eee ee nN LA Ss ee PP 97 74 
Rime boii Emits os 0s ak Waban) meee 2 Op 648 42 
Paper and Wrapping Supplies... ... <6. sak oe ee 85 37 
Hepairs and: Store Alterations 25. 7). ae Wee ee ee ee 210 63 
Fire TRSUxAH COLI. 1 fi vaau oh ede aes aa ele ake ent ae 265 74 
Miscellaneous Mxpenae,sai5,2). Maus Su ee | et ee ee 372 94 
Titerest and’ Dissotitian:.) sis acnajate ex avd ARs Wa vs ge ee 131 56 
socotm Eng BGR 5. Ye wicpiciny don cit sa Seta teen hn eee ee 325 00 


$ 11,192 32 
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Statement No. 8 
ARMY AND NAVY DEPARTMENT STORE LIMITED, EDMONTON, ALBERTA 


CoMPARATIVE BALANCE SHEETS FOR THE YEARS 1933-1934 


— 28th February|28th February 
193 1934 
SARE Sa) ce a red 
$ cts. $ cts. 
ASSETS 
Current— 
Ee ARR: Ge sorb 1 ok Be a) ai ee ee eee 1,703 52 2,447 00 
Mer tn A See. CSR hk Pen Oe eli aa sim,s 2,146 76 333 93 
Debnam ee ee see tee. SO OTCIEO, SSE Ped SEL, oe 2,401 29 a,o1o da 
Taventory Of Merchandise onhandsc0 97. 272k Oe 159,139 74 158,552 13 
ata Guten epeteis oe). US IO 6 Le eT RS 165,391 31 164,648 18 
Fixed— 
eC MIS tCeeee et otal es Pte tes Shee be ae he c's bile ns pons mad gs 2,984 58 2,837 60 
Witesatsons euprect sonllease.. 2. S020 be SO I a 1383 S40. oe. ae re 
| 4,317 92 2,837 60 
Pra Aourrout Bid) © WKOUAGSOLSe ia cea ee dug Pan tis wie oe be ee sen 169,709 23 167,485 78 
Deferred— 
weet , Ree RRO a ee a OR, Oe ee ee are 5,400 00 12,958 04 
namnired Tngurancensyis £200). 20.8 RO Sele a ee et C749 20°, PA SAS 
cute Dee RR ore 2k Re om OCr ee 280 00 537 70 
Detrocd Chatges:. 5.009. F 2, BOOTS FA RIE es EO te. Oh aes 2,637 11 
6,354 20 16,132 85 
176,063 43 183,618 63 
LIABILITIES AND CAPITAL 
Current— 
Accounts Payable (including Regina)............... 6. eee e eee teen eens 44,938 67 64,935 59 
Balle Payables goo. wy Meet Oy sete et Oe. ce dale eee eee mtiys daa see 8,447 99 5,249 40 
ere Tori tale ae. eee I ae AP lira hee inns a es ne ss HA EE ying 2G 10,000: 00.) 3\eaee 
Dee at ae toh URE Be sch tela es TA OV te Sob outs oy as 10,002 39 4,000 00 
Total aabilitiesise the PUBLIC AG. G25. SLE PEG eS e COTS 73,389 05 74,184 99 
Capsal and Surpasses. . pikes Pee 68 EI Dos bk Se ee PO ene 102,674 38 109,433 64 
176,063 43 183,618 63 
ANALYSIS—CAPITAL ACCOUNT 
Balance, beginning of period.......... 0... cece eee eee eee tenet e tenet e eee enes 100,000 00 102,674 38 
2,674 38 6,759 26 


TOROS: Sond acts OMNES POR SS DAGE TE BO, DIOS BRI OR, FoR 
109,433 64 


== —SSS—— 


102,674 38 


Liability to Army and Navy Department Store, Regina, included in Ac- 


Cones PayADIO.. «5. . ken cen aie tide nie Soles Woes ve eneeen ng ede 6 STE 2, 18,721 05 40,697 66 
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Statement No. 9 
ARMY AND NAVY DEPARTMENT STORE LIMITED, EDMONTON, ALBERTA 


Comparative TRADING AND ProrFit AnD Loss AcCcouUNTS FoR THE YEARS ENDED 28TH FEBRUARY, 


1933 AND 1934 


DR OGING FPOTG LOS oo cin s Secs 1a ORE nee Oe ne 
Wess, Hennds: GN re Link vets e he eee eee eee eee ake eens aed OS 


Cost of Sales— 
Invenvory J VMarem lst: dc.s6thess5 aoe sed vidoe bake woe eee ee 
PUCInCe ey Tete cree cee rile pein ee eek Se Soe ie ee a 
Ereint and: Espross../ cb lca. ee eee ey ee oe, Oe a, ee 


Departmental Expenses— 


US Ialeaaaies: azenaynemnasianerst: Semen e, Mabie aMney eran ATRS IVR WAR AL Sul iF. 
PR CMMCL CLS SAE TUN ss Bova w wkiathe nettle tl eu. cient Bee Whee eee 
S19 Wl 0 0 ean aden BAUR a RAE, i bn son nah Cored all dhe 
BOUL A CLG OY NER My uc dx caerocpeiesspiivllcadiecamuicson Alesha ewtinls nebo eae 
PO CIV OR ae arc See Perr foGin nslahsle ance ee har Cee aN oe 
TNSUTSROG Aes cneec ote ne pees anlered ees LEA RE, Aa Le eee 
Reval, Icicente and Audit. crsccongubtaet © sah aie. ote ee 
Tizht, Power'and Water. i:::s:i:5c7feririvsie riper: £1 eee ae 
Paper, ‘Twine and *Vabelastiss 0s ss092 Pace nes o> A Mee ae SG Bo BL 
al eka See Sah Ah AAAS Oe Cee See Meee fale  RRER eT AEE OUP UE. | eee 
Repairs and Alterations. .)12: 222.2 P8282 ees eae een eer 
AWGCLAUOls SUDICOL 10, 1IOASS. « cacenecs oes On, 1 5b Lee Bie da eee eel 8 
Privting ‘and ‘Stationery oss oc252052 0733 Fide phate: Se aaa 
axes amd Licenced ac. . $04 ¢.i: bes Oe ae non, 
‘Pelephone and Telegrams} i952 o.0242 282i ote: ee ee Aa ee 
Mee STU BLLT gk OM BN ag Li anes ER ee, ee, SMR genie me GT ty 
I A OI Sa cate take ROE MIE NREL SEGRE IEE TSAR Ai i 5 ag 
wo iy pire 2) 8c) CB ae ee a ya NORIO aCe) eaten Sid Oh 
OIG a Bee Wh seers acta a eens Et ie ete en age 

DOMSHHONS ho 36:5. cic ae Paes ons a's s nyo eeh a oneal et ea 
TOG ase. ANG EX CiGe OAM DS. oo 0, ike esas A al eee. ee ae 
Tiverest paid Ores LAT eee Ake cars ree yur rhs at arenes 
Croneral: Wixpense ses oo. AP AA See Cd IAC see SISA ESS e senha ete bees 
Net Protitdfor Wear, wis my sss der es POUR Aeon, "rine Sagethgqets 


1933 


$ cts. 


625,042 89 
7,143 07 


617,899 82 


104,483 48 
521,992 46 
17,396 54 


643,872 48 


159,139 74 


484,732 74 
133,167 08 


1,330 60 


134,497 68 


994 03 
37,247 82 
105 41 
349 48 
1,414 15 
913 78 
1,068 27 
3,543 42 
5,298 42 
13,777 50 
3,034 65 
666 66 
140 80 
1,075 50 
738 55 
724 14 
55,758 67 
1,800 00 
2,000 00 
40 00 

39 35 
333 90 
758 80 


131,823 30 


2,674 38 


28th February|28th February 


$ “eta. 


729,433 57 
7,257 35 


722,176 22 


159,139 74 
574,298 51 
14,118 78 


747,557 03 


158,552 13 


589,004 90 


133,171 32 
2,381 76 


135,553 08 


736 85 
31,455 72 
97 13 

371 98 
2,023 00 
1,868 84 
1,840 15 
3,604 76 
3,755 26 
13,950 00 
3,935 22 


1,145 95 
58, 664 64 


* 


111 00 
71 83 
538 37 
797 44 


128,793 82 


*6,759 26 


PS NS 


* Results subject to salary and bonuses not yet settled. 
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Statement No. 10 
ARMY AND NAVY STORE, REGINA, SASKATCHEWAN 


EXAMPLES OF CLEARING LINES OFFERED By MANUFACTURERS AND JOBBERS 


a ————_e=—el"y{{_:_' aww aS) or 


April, 1934........|Bought through E. H. Walsh and Company Limited, Hammond Building, Winnipeg 
3564 doz. full-fashioned silk hose, manufactured by Butterfly Hosiery Com- 
pany, Limited, Drummondville, Que., at $4.25 per dozen. 

This is a regular $6.50 line selling ordinarily at a retail price of 75c. per pair. 

This purchase will be catalogued (new catalogue) and sold at 50c. per pair. 


April 18th, 1934..... Offer received from Wellesley Wear Limited, Wellesley, Ont., of 100 dozen boys’ 
windbreakers at a clearing price of $8.00. 

This is regular $11.50 line. 

Offer received from Acme Glove Works Limited, of mocassins. Job lots to clear. 

Quantities about 1,000 dozen at about one-third off present regular prices. 

Could buy this and catalogue at good price. 

Bought from Canadian Goodrich Company Limited approximately 5,000 pairs of 


Women’s Zipper overshoes at 273 ¢c. and 25,000 pairs at 50c. Were discontinued 


April 19th, 1934..... 
March 17th, 1931.... 


line. 
ces tien 1933 catalogue. Clearing balance of broken sizes. Selling at 50c. See 
age 3). 

These overshoes sold (when a regular line) at $2.50 to $6.00 per pair. 

Sold previously at 59c. to $1.19. 

Bought 650 dozen full-fashioned silk hose at $4.00 per dozen plus tax and freight 
from Gotham Hosiery, St. Hyacinthe. Page 3 of Mid-winter Catalogue. Sell 
these at 50c. 

New line introduced by Gotham to sell at $1.35 retail and costing $10.35 per dozen 
proved failure, and Gotham discontinued the line and sold their stock to Army 
and Navy at $4.00. All sold by Army and Navy at 50c. per pair. 

Eastern Hosiery Mills Limited offered 2,000 dozen of No. 46 cotton hose, a discon- 
tinued line, at $1.25, tax included, f.o.b. mill. 

Army and Navy purchased this lot and catalogued to sell at 15c. per pair (Fall and 
Winter, page 5.) 

This would previously have been sold by a jobber to the retail trade at $2.10 and 
sold to the public at 25c. or 20c. per pair. 

Bought from Alfred Lambert Limited, Montreal, several thousand pairs Women’s 
shoes at flat price of $1.25 per pair, f.o.b. Montreal, represented as values of $1.75 
to $3.00 at Lambert’s regular jobbers’ prices. 

These were fitted to catalogue where possible and remainder sold retail. 

Some went in Fall and Winter catalogue grouped, page 35, at $1.95 (better ones). 

December 28th, 1932|Job lot of pyjamas, bought about 300 dozen from Grover Knitting Mills, Montreal, 
at $8.00 per dozen, plus tax and freight. 

These pyjamas did not come up to standard fitting garments and were forced to 
clear finally at 50c. 

Catalogued at 95c., Fail and Winter flyer. 

Bought from Grover Knitting Mills in October, 1932, 2,000 dozen bloomers at $2.00 

and 850 mea’s shirt and sock sets at $6.30, plus tax and freight. 

Represented as being $2.40 to $3.00 line of bloomers and sets as $8.50 to $10.00 sets. 

Broke sets up and sold shirts and socks separately, filling in on catalogue items. 

Bloomers were sold at 25c. in Mid-winter catalogue, front page. 


October 5th, 1933... 


February 38rd, 1983.. 


February 1932..... 


October 17th, 1932.. 


October 1938...2 2.6.7 


Bought clearing line of blankets from Canadian Factors Corporation, 1459 Alexander 
Street, Montreal, approximately 2,000 represented to Army and Navy as a 
$2.25 retail line. 

Sold to Army and Navy, assorted at 90c. plus freight which was about 12c. a blanket. 

Catalogued in Fall and Winter catalogue, page 49, at $1.69 each and remainder cleared 
in retail store at $1.00 per blanket. All sold. 

Bought 64 dozen lumbermen’s all-wool worsted socks at $6.25 per dozen from Massey 
Knitting Company, Montreal. Regular $8.00 to $10.00 lines. 

Sold on page 19 Fall and Winter catalogue at 98c. 

Bought 1,326 ? dozen toques from Utica Company Limited, Montreal, Importers, 
at 75c. per dozen F.O.B. Montreal. 

Sold to Army and Navy as being $2.00 to $4.00 per dozen lines. Came in from 
Czecho-Slovakia. . 

Catalogued Mid-Winter, page 10, at 10c. each. 

Bought entire stock of Kaster Bros., Montreal, all kinds of pocket knives and other 
cutlery at about + regular prices. Total purchase $5,400.00. 

Still selling these knives. See order form Fall Catalogue. 


February 1933....... 


JUNE Ot MA LOdoen ce 


June 24th. 1933.;......\.- 


September 4th 1931. 


June 1933............|Bought clearing line of muleskin leather work gloves from Quality Glove, Waterloo, 

Ontario. Bought approximately 3,000 dozen at $1.40 per dozen, plus freight and 
tax. Regular prices not less than WAAR: 

Selling in Mid-Winter catalogue, page 35, at 17c. per pair. ; 4 

Jame 1033. fic cutee Bought clearing lines of assorted merchandise manufactured by Belding Corticelli, 


Montreal. (Hosiery, cottons, silks, etc.) Bought at better than 3 off regular 
prices. Total purchases approximately $2,500.00. 

Used for ‘‘grab boxes’’ and, where fitted, regular merchandise. In this case, cus- 
tomers would get branded line better than regular goods supplied. 
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ARMY AND NAVY STORE, REGINA, SASKATCHEWAN 


EXAMPLES OF CLEARING Lines OFFERED BY MANUFACTURERS AND JOBBERS—Concluded. 


= SSS SS SSS SSS SES 


September 15th 1933/Bought clearing line from Canadian Converters Limited, pants and shirts at from 
10% to 25% off regular prices. Also large quantities of samples at 25% off their 
regular selling prices. 

Used to fit in catalogue numbers where suitable and sold retail on bargain days. 

December 1933......]Bought from Samuel Hart, 105 odd pants at $2.75. Regular product of factory from 
suits ends of good materials and buy these frequently at this price. 

Advertised Mid-Winter catalogue, page 17, at $3.98—“‘includes values up to $12.00’. 
SAREE good materials in these and usual custom of factories to sell these products 
cheaply. 

April 20th 1934... ...|Mercury Mills Limited without solicitation wrote as follows:—‘‘We have 1,000 dozen 
No. 3920 in stock. We are thinking of discontinuing this number and making 
a better hose to take its place. We would be willing to sell you this stock at 
$4.00 net, tax extra. If 1,000 dozen is too many, we would be willing to sell part 
part of it to you at that price’’. 

Army and Navy had this line on order with Mercury at $4.75, 141 dozen to take out 
of 1,500 dozen order. Cancelled balance of this order and accepted above offer, 
1,000 dozen at $4.00 to be delivered March 25th—August 25th. 

Will sell these this coming Summer at 50c. Now selling at 63c. 

Will use on 50c. day and $1.00 day. 


a eS se 


Statement No. 11 
ARMY AND NAVY DEPARTMENT STORE, REGINA, SASKATCHEWAN 
List or BANKRUPT Stocks PURCHASED IN 1933-34 (APPROXIMATE) 


March 20th, 1933— 
Arebie Gordon, Lethbridge... . :- Tet aot 00S 10 088.48 olldnn otto) Bing. dos s $ 7,945 73 
General stock of merchandise, shoes, men’s wear, dry good, etc.—Cheque to Can- 
adian Credit Men’s Trust Association—March 20, 1933. 
Bought on open bid. 
Part of goods sent. to Edmonton—balance cleared in retail store. 
Jom Ala(Montival) 25 2.07 .veleoie vonobaies wernt A Lae Sd ae eee eee oe 3,200 00 
Women’s wear and lingerie. 
Used to fill in on catalogue. 


March 20th, 1933— 
Paid by telegraphic transfer to Canadian Bank of Commerce, Montreal—through some 


channel offered to Army and Navy—Also sold in retail—Prices according to value, 
regardless of. what was paid. 
Daytons Limited Stock—Regina—Cheque to Canadian Credit Men’s Trust Assn. on 
Marclt Othe 1933%4 tile xiii Ilod dda Rak ade i... 599 29 


Bt Lawresice'Clothing Coi“Qnébee., Lae. 05.1 30.08 Ide, . ow Open ae. 2,100 00 


Famous Cloak Co.— Regina). hetet jd. bie able. bin’ wa, aipolbda) ct bt bad, 7,000 00 
This was paid as follows:— ; 
Canadian Credit Men’s Trust Assn.—22nd March 1934............. $ 3,000 00 
= . . ve 18th April 1934..h00! jiates AG 3,500 00 
$e e ¢ : 12th’ May 1934.2. 208022052... 500 00 


Laura Lee—Montreall 10.014 04.00.28 telonell | deontaolé connie naittiod. 1... 2,750 00 


Stock consisted of dresses, lingerie, gloves, suits. 
Advertised in Leader Post 1st Feb., 1934—Men’s work boots, pyjamas, drugs, 


ete. 
Advertised in Leader Post 2nd Feb. 1934—Men’s pants, gloves, etc. 
Greenless Stock—Grenfell. sandy. ete), . .caoke selene £ drole te eet 1,821 64 


Bought through Traders Trust Co. and cheques issued, 16th April 1934 .$ 1,000 00 
Ld = : ss tf 30th April 1934 . 821 64 


This was a general store stock—groceries, men’s wear, hardware, etc., and was 
disposed of in MooverJaw at:ailosgin; .eteoled hotaink iM neeilies,. 25,416 66 


- 
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LISS se ag SS Se aca cae = Daca ig Varga uate | i saan (ale adh Caer Leas asks oe ee oyeure| 
2 RS Seg. aR ee an ee aca tae (cha 5 See Ail VA Nos RI AC RR CCCI AC Re RV I Oe oe IN 

Inoy dod | inoy dod | inoy Jed see Ao|dure 

"00 TEAO/EE OF *9GG/9Gs TOpUuL) OU ea 
ee fo ae I 91 Pe aN ge eee ade ee ee oreute,y “CegT “AON UIST 
Tg eC © eee © 6.8.6 2% ee, 9 G F IL Ae) « RS OL ONOT 4 ie) feral ierc el be I Cr OV IN sutpuo yooM ‘TTorAB gy 

yoom rod | yoom rod | yoom sod | yoom tod | yoom Jod | yoo zed | yoom rod | yoom rod | yoom rod | yoom rod soo koniure s 
[#101 Ces ces 0&$ as TZ 81$ GT Og sT$ at Ors paren O10 Ss Ed 
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The Witness: Mr. Sommerville, this statement contains not only the Army 
and Navy Department stores but certain other small department stores which 
will be taken up later, but perhaps it will be convenient to file it at this time. 


The CHAIRMAN: Yes. That will be exhibit No. 215. 


The Wrrness: This covers the Army and Navy Department Stores, Frei- 
mans of Ottawa, Ogilvies, and the Dupuis Freres, Montreal. 


The CHairMAN: All right. | 
The Witness: I would like, if I may, in this case, to say something to the 
committee about the Army and Navy Department stores. 


By Mr. Sommerville: 


Q. If you will just tell us what the Army and Navy Departmental Stores 
are, and the origin or beginning of that organization—A. The records are 
entirely different to those that we have taken up in Vancouver. There is no 
departmentalization at all of the Army and Navy stores. I cannot tell you 
what the men’s department or the women’s dress goods department are doing as 
such. Their sales are all thrown into the common pot. 


By the Chairman: 


Q. There are three stores?—A. Yes, there are three stores. The history is 
that the business was formed in Vancouver about 1919 to deal in army supplies 
disposed of at the close of the war by the British, Canadian and American 
governments. 

Q. That was supposed to be the reason for its existence?—A. That is the 
reason we have been given, and the name “Army and Navy Stores” was adopted 
at that time as being descriptive of that sort of business. It is interesting to 
note that during this period other stores with a similar name were operating 
in other sections of Canada but there was no connection whatsoever with the 
Army and Navy Stores. There is one in Toronto. From its beginning the 
business developed into a regular retail department store and mail order business 
dealing in the usual classes of merchandise. 

In 1922 a mail order business was founded in Vancouver, and in 1924 com- 
petition from other mail order houses in the prairies, and the desirability of 
having a central shipping point, necessitated a move to Regina, where the mail 
order business was established and a retail store opened. That was in 1924. 

In 1928 and 1929 a modern two-story basement and brick building was 
erected for the retail store at the corner of Eleventh Avenue and Broad Street, 
Regina. A warehouse was also built on Scarth Street in the same year, the 
total capital investment in land and buildings at 28th February, 1929, amounted 
to $128,491.01, of which amount $70,000 was raised by mortgage. 

In 1930 a warehouse was erected on Osler Street for the mail order which 
had previously been conducted at Searth Street. The cost of the Osler Street 
site and building was approximately $36,000 of which $23,000 was obtained by 
mortgage. 

The business is run by three brothers, Samuel J. Cohen of Regina; Harry 
Cohen of Edmonton, and Joseph Cohen, Moose Jaw, and it is run as a partner- 
ship and not as an incorporated company. The business generally is that of a 
low priced line of merchandise designed for sale to farming and working classes, 
and the advertising appeal through their catalogues and papers is made to these 
classes of people. The company are heavy purchasers of manufacturers’ clearing 
aie at low prices, job lots, and to a limited and lesser extent, of bankrupt 
stocks. 

Q. Let me understand that. They are operating a retail business?—A. Yes. 

Q. In Regina?—A. In Regina. 
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Q. And one in Edmonton?—A. Yes, and one in Vancouver. 

@. Then, in addition to that, they are operating a mail order business?— 
A. Yes. 

Q. In all of these places?—A. Yes. 

Q. Then in addition to that, they operate what is called a wholesale house? 
—A. Yes. 

Q. And the wholesale house is known as what?—A. I have it here some- 
where. 

Q. Your advertising will show it?—A. Saskatchewan Wholesale Corpora- 
tion, Limited. 

Q. Saskatchewan Wholesale Corporation—not limited, registered?—A. 
Registered, yes. 

Q. It is not a limited company?—A. No, registered. 

Q. It has no separate premises?—A. No, no separate stock. 

Q. No separate stock. Any orders that come to the wholesale business are 
filled out of the mail order or retail stock?—A. That is right. 

Q. Although they carry on under this very high-sounding name of Saskat- 
chewan Wholesale Corporation, Registered. Will you proceed with the state- 
ment?—A. I show you first a statement of assets and liabilities. 

Q. Before we come to that statement, they issue catalogues, do they?—A. 
Yes, they issue catalogues, what is called the fall and winter catalogue and the 
mid-winter catalogue. 

@. Do they lay in stocks that are assigned to these catalogues or have num- 
bers representative of what is shown in the catalogues?—A. No. 

Q. They don’t do that?—A. No, they don’t do that. 

Q. When they have issued their catalogues, how do they proceed to get the 
stuff to fill the orders that may be made on that catalogue?—A. Well, their 
methods are these, in brief: The catalogue items do not represent a definite line 
of merchandise purchased for the catalogue. They issue the catalogue, and then 
they purchase lines the same as their catalogue, if possible; if not, as nearly like 
the catalogue line as possible. In shipping the goods to their customers, they fill 
the catalogue line from the goods that they have, as near to those lines as 
possible. There is a certain amount of substitution, a good deal of substitution; 
and the explanation of that is that they substitute at least as good or better 
lines, and that they have a guarantee of money back if goods not satisfactory. 

Q. That means that, having issued their catalogue, they then go out and 
try to buy clearance lines of merchandise in various parts of the country?—A. 
Not entirely clearance lines; regular lines and clearance lines. 

Q. But I understood from you that they bought mostly bankrupt stocks and 
clearance lines?—A. I would not like to say mostly. I think their clearance 
lines run about 30 per cent of their sales, and bankrupt stocks another 5 per 
cent. I could not tell you exactly. 


By Mr. Heaps: 

Q. Is there any separation of the mail order business from the general 
business?—-A. No. 

Q. You don’t know what per cent is mail order or what per cent is general? 
—A. No. The whole stock is carried for the three different classes of business, 
and they fill orders from it, from their general stock. They do sell, I believe, 
their retail goods at the same price as they sell in the mail order catalogues. 

Q. But you don’t know what percentage of the business is mail order and 
what percentage is the other?—A. No. 


By Mr. Sommerville: 


Q. Will you now proceed with the statement?—-A. The statements I have 
to show are devoid of any departmental spreads and profits; and the main 
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evidence that I wish to give on this is that connected with the advertising. But 
first of all I have given in printed form a statement of the assets and liabilities, 
to indicate the size and importance of the concern. That is shown in the first 
page of the printed statement. 

Q. Yes, that shows the total assets of what?—A. That shows total assets 
of $787,000 approximately at March 31, 1934; and a capital of $402,000, includ- 
ing the surplus. That is the partnership capital. 

Q. Based upon the inventory, largely, which they have in their business?— 
A. Yes, largely on the inventory. 

Q. Their total inventory was $571,000?—A. The total inventory at that date 
was $571,000. 

Q. In the three stores, and in all departments?—A. That is right. 

Q. Including mail order and wholesale?—A. That is right, $571,000. The 
subsequent statements I have filed I thought perhaps would be more for refer- 
ence. They do not throw any particular additional light upon the consolidated 
statement, except that they are drawn up for a period of seven years. I have 
shown separately for Regina, Vancouver and for Edmonton. Accompanying 
each is a statement of the trading and profit and loss account for the years. 

Q. Take in Regina, for instance. I see during six years the average mark- 
up is 34:70 per cent on the cost of the goods sold?—-A. That is right. 

Q. That is their average?—A. That is their average from 1927 up to March, 
1934. 

Q. And the total sales for the eight years were $2.060,000?—A. No, I am 
sorry, I think I am in error there. That is the average for the years 1933 and 
1934. The sales have been running around $2,000,000 a year. 


By Mr. Heaps: — 
Q. All the stores?—A. No, this is Regina only. 


By Mr. Sommerville: 


Q. Yes?—A. The peak was in 1932, that 1s the year ending February 28, 
1932, when it was $2,261,000 in Regina. Sales last year were $2,060,000. 

Q. You will furnish us with a summary of the profits such as we had in the 
other case?—A. Yes. 

Q. Not being departmentalized, you cannot give us the mark-ups on the 
various items?—A. I can’t give you the mark-ups on the various departments, 
because they have no departments as such. But for your information I have 
compiled this for the last seven years the mark-up on the whole business has 
varied from 29-33 per cent in 1928 to 34-7 per cent in 1934. 

Q. A maintained mark-up?—A. Yes, a maintained mark-up. There was a 
peak in 1930 of 36-64 per cent, but on the whole, the trend has been somewhat 
upwards. Then we tried to obtain—l will not take very long, but I think 
perhaps it might be useful—the departmental mark-ups, so as to compare with 
the other concerns we have already reported on, by taking a select number of 
transactions in each of them. We found this, that in men’s boots and shoes the 
mark-ups were from 82 per cent to 25 per cent; in women’s boots and shoes, we 
found the mark-ups were from 79 per cent to 28 per cent; in men’s underwear, 
from 61 per cent to 20 per cent; in overshoes and rubbers from 76 per eent to 
24 per cent; men’s underwear from 84 per cent to 25 per cent; sweaters and 
sweater coats from 62 per cent to 23 per cent; women’s hosiery, from 74 per 
cent to 40 per cent; men’s work shirts from 44 to 23 per cent; men’s overalls, 
from 51 per cent to 15 per cent; men’s clothing general from 71 per cent to 
44 per cent; ladies ready-to-wear, from 115 per cent to 66 per cent; ladies house 
dresses from 45 per cent to 21 per cent. That is about all the information I 
can give you as to the mark-ups of merchandise. Now, if I might I would 
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like to show you the advertising of this business, which is perhaps the most 
important. 

@. That is the one that has been brought to our attention from a number 
of quarters, and complained of?—A. In connection with the purchase and sale 
of bankrupt stocks, we were informed by the retail merchants’ association repre- 
sentative of Saskatchewan that this company was in the habit of advertising 
bankrupt stocks, and including in those bankrupt stocks for sale certain of 
their own goods taken from their own stocks. We endeavour to follow that to 
find out whether that practice was a common one, and we found it to be so to 
some limited extent in certain sales, certain sales of bankrupt stock. One in 
which that appled was the Famous Cloak Company. 


By Mr. Young: 

@. Do you mean that bankrupt stock has some virtue that stock that had 
not gone into bankruptcy did not have?—A. I did not get that. 

Q. When they are advertising that bankrupt stocks are being sold as 
bankrupt stocks is there any particular virtue attached to that kind of stuff; 
would it sell better?—A. I would think not, but the complaint made by the 
Saskatchewan merchants was that they would advertise bankrupt stock, take 
the bankrupt stock onto their floor, and advertise it, and then they would be 
enabled through that sale to dispose of certain of their own merchandise. 


By Mr. Sommerville: 

Q. Representing it as having been bought at 50 cents on the dollar?—A. 
Purchased at some price below cost. Now, I am just reporting that because 
it was a matter of information before the committee. 

Q. These are the kind of advertisement?—A. This is just an advertisement 
of the Famous Cloak Company, where we did find certain of their own stock. 

Q. Liquidation sale of the Famous Cloak Company?—A. Where they 
advertised here, “Army and Navy store buys Famous Cloak stock, 50 cents on 
the dollar;” and it does include some of their own purchases. Then, another 
kind of advertising which we found was this: They advertised a liquidation sale 
ot the Mac and Mac Limited stock, and on that page is included a substantial 
list of stock from their own store. 

Q. That Mac and Mac stock was a particularly high grade of stock?—A. 
I point that out in this way: The advertisement says “Mac and Mac” stock. 
It is Mac and Mace stock in the centre, but the side advertisements are not 
Mac and Mac. 

(). Yes?—A. And the same thing is true of the Laura Lee chain stores, where 
the centre of the advertisement only-—are the purchases of the Laura Lee 
Company. 

@. And the whole thing is shown in red type as a bankrupt sale, Army and 
Navy? Yes?—A. Now, I would like— 


The CHAIRMAN: We shall file this as exhibit 216. 
Copies of advertisements filed and marked exhibit 216. 


By Mr. Young: 


@. You are not in a position to tell whether these stocks were’as good as 
the advertisements say?—A. I cannot say; I am not at all criticizing that 
feature of it. I am just bringing out the method of merchandising through 
advertising. 


Mr. Heaps: The average you gave of the average profits—the bankrupt 
stock had been bought and passed on to the consumers— 


The Wirness: They did come under the general merchandising. 
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Mr. SoMMERVILLE: Yes. 

The Witness: Now, Mr. Johnston, who is associated with me in this investi- 
vation, has some catalogues, and I have endeavoured to find out the method 
of advertising the goods through these catalogues, and I ask the patience of 
this committee while it is being read. These are a little technical to follow, 
but they are rather interesting as being indicative of the practice. 


Mr. F. M. JounstTon called and sworn. 


Q. You are filing a catalogue, what is it known as?—A. It is called the 
mid-winter catalogue, the large one is called the fall and winter catalogue. 

The CHAIRMAN: What year? 

The Witness: The year is 1933. 

The CuHairMAN: We will file this as exhibit No. 217. 

Catalogues filed and marked exhibit 217. 

The Witness: On page 6 of the mid-winter catalogue, item T 28—may I 
ask Mr. Johnston to read that? 

Mr. SoMMERVILLE: Yes. 

Mr. Jounston: On page No. 6, there is a man’s shoe described as solid 
pear! elk, Valentine-Martin quality, finest full grain pearl elk, outside counter, 
box toe, solid leather soles, 13 nail rubber heel— 

Mr. SommervILLE: Don’t go quite so fast. | 

Mr. Jounston: The advertisement reads: Buy shoes now—leather prices 
are away up, we've reduced our sale prices, $4.50 value, $3.20 delivered. 

The Wrirnsss: Now, we followed that very line at cost, through the books 
of the company, and found they purchased those goods for $1.99. 


By Mr. Sommerville: 

Q. $1.99?—A. Marked them up to $3.20 or a 60 per cent mark-up. 

Q. If they were a regular $4.50 mark-up in value, that would be about 
200 per cent. 

The CHAIRMAN: The point there being that they represented they were 
selling a shoe normally valued at $4.50 for $3.20 when, as a matter of fact, they 
bought the article for $1.98, is that it? 

The Witness: $1.99. 


By Mr. Heaps: 

Q. Were they purchased in the regular way from the factory?—A. That 
we could not tell because some were not, some were, some would be odd lots, 
- remnants, lines and others— 

Mr. SoMMERVILLE: Bought from the factory? 

- The Wrrness: Yes. 

Mr. SomMervILLE: Not bought in bankrupt stock? 

The Wirness: No; this was bought from the factory. The next one is on 
page 6, item T-36. 

-Mr. Jounston: Genuine grain leather, described as follows: These heavy 
duty hi-cuts are made of oil and chrome tanned grain leather—with two solid 
leather soles—full outside counter and backstrap—solid leather heels moccasin 
sewn vamp; full bellows tongue—16 inches high. You can give them the 
hardest wear you ever gave your boots. Dark brown, $8.50 value, clearance 
price, delivered, $5.98. 

The Witness: We followed this through the books and found they were 
purchased in the recular way 34 $3.91, a 53 per cent mark-up. 

86332—175 
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Mr. SOMMERVILLE: Advertised specially at $5.98, marked up— 

The Witness: 53 per cent. 

Mr. SOMMERVILLE: If they were regular $8 value, that would be a mark-up 
of several hundred per cent, would it not? 

Mr. Youne: What do they mean by “heavy duty” there? 

Mr. SoMMeErRVILLE: For fishermen. 

The Wirness: The next is on page 7, R-68. 

Mr. JoHNston: The advertisement reads as follows: Soft Cushion Insole. 
There’s real comfort in this boot—and real quality as well. Soft Black Kid 
or fine black calf leather—with real goodyear welt leather soles—soft cushioned 
insoles and riveted steel shank arch support. Rubber heels. Full fitting 


blucher last in two wide widths, EE and EEE, $6 value, clearance price delivered 
$3.95. 


The Witness: That was purchased for $2.68, and marked up to $3.95. 

The CHAIRMAN: Per cent? 

The WITNESS: 47 per cent. 

Mr. SOMMERVILLE: The regular value was given as what? 

Mr, JOHNSTON: $6. 

Mr. Youne: Any other misrepresentation? 

Mr. JoHnston: No. 

The Witness: I would not like to say, Mr. Young—I am not saying it 
is a misrepresentation, but I do say it is misleading in a sense, for while it 
may be valued at $6, it was never purchased at $6. This firm never intended 
to sell it or put it on the market at $6. Some of these goods may have been 
actually worth more. I cannot tell the quality of the goods. 

Mr. Youne: The quality of the article was as described? 

The Witness: I do not know they were not. 

Mr. Youne: Mr. Johnston thinks it was. 

Mr. SOMMERVILLE: You are not complaining of that. The merchants’ 
complaint was they are representing them as being of a quality that was beyond 
the sale price. 


The Wirness: That is the reason why Mr. Sommerville asked me to do 
this. There were representations from the merchants of Saskatchewan to the 
effect that this was going on, and we were asked to discover it. Mid-winter 
catalogue, page 49— 


By Mr. Kennedy (Peace River): 

@. The suggestion in the advertisement is clearly that the proper retail 
price would be $8.50. 

The Witness: Item R-14. 

Mr. JoHNsTON: This is a lady’s shoe described as follows: there will be 
a big demand for this, it is a spring leader at a mid-winter clearance price! 
Fine black calf leather—round-toe last—snappy cut-out and silver underlay 
trim—fully leathertex-lined—covered cuban heel, $3.75, value for $2.29. 

Mr. SOMMERVILLE: $2.29 for regular $3.75. 

The Wirness: That was purchased at $1.37, or a mark-up of 67 per cent. 
On page 26, Item F-86. 

Mr. JOHNSTON: This is a lady’s shoe described as follows: So smart they 
add style to your outfit—such value that it’s economy to buy now at our 
sale price! One eyelet tie style in genuine black calf—look at the stitching and 
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cut-out trims! Black satin bow. High covered cuban heel. To-day’s $4 value 
—for $2.30. 


The Wrrness: That was purchased at $1.42; a mark-up of 62 per cent. I 
am only giving you a few of these, I have a great many instances. 


Mr. Sommervinie: If you will just give us a few more of these. 

Mr. Hears: Is that from a special shoe catalogue? 

The Wirness: No. I will give you other lines of goods now. 

Mr. SomMeERVILLE: There are a great many more shoe items similar to 
these? 

The CHAIRMAN: We will file this. 

The Wrrness: I will be glad to file them. Perhaps it would be better if 
I had them typed. 

Mr. SOMMERVILLE: Yes. 

The Witness: The next item is on page 32. 

Mr. SomMMERVILLE: That is from the winter catalogue of 1933. 

The Wirness: Page 32, item 68-2—$2.98. | 

Mr. Jounston: This is a rubber boot described as follows: You will get 
complete protection from this new “Kaufman” number! Wear these overboots, 
moccasins, bushman’s socks, ete.! All black gum rubber, with corregated rolled- 
edge soles, and heels—2 buckle height, double bellows tongue, double reinforce- 
ments, warm fleece lining. These are worth $4 by comparison with others—$2.98. 

The Witness: These were purchased for $2.01, a mark-up of 48 per cent. 
There is another one on the same page which sells for $2.98; the advertising 
is written much the same—they say 1t is worth $4—it was purchased for $1.82, 
and that represents a mark-up of 64 per cent. 


By Mr. Sommerville: 

Q. And you have many more rubber lines that are similar?—A. Yes, I 
have many more. Then, we have one of men’s underwear—page 19 of the 
catalogue Item A-62. 

Mr. Jounston: This is described as follows, this is Men’s Combinations: 
special! silk and wool—Turnbull quality—that means a lot. Army and Navy 
Clearance price—that means the greatest possible value! Fine pure wool—but 
no bulk—lustrous silk stripe—silk trimmed collar and facing. Winners for 
perfect fit and comfort. A $4 value. Clearance price delivered suit $2.50 or 
2 suits for $4.75. 

The Wirness: That was purchased at $1.83 and represents a mark-up of 
38 per cent. hie 

Mr. Youne: Did you see any of these goods? 

Mr. JouNnston: Yes, they were a regular $2.50 value, purchased in the 
regular way from the regular merchant. 

Mr. SomMervVILLE: But they are represented here as being a $4.00 value. 

The Witness: Yes. 

Mr. Jounston: Incidentally, they are marked $4.50 at one place, and $4.00 
in another in the same ad. 

Mr. SomMERVILLE: Just a slip of the pen? 

The Wrrness: In the mid-winter catalogue on page 13, item D-42. 

Mr. Jounston: This is a lady’s combination: ‘“Plum-line” underwear, Made 
by Atlantic Mills, Will provide winter warmth! Here they are—in half sleeve 
ankle-length style—and look at our low-sale price! Elastic rib knit—fleecy 
brushed surfaces. Regular $1.59, for 95 cents; or 2 suits for $1.86. 
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By Mr. Young: 
Q. Did you see these also?—A. Yes, sir. 
@. What would the regular price be for them?—A. They were purchased 
for 64 cents. 


By Mr. Sommerville: 

Q. They were purchased for 64 cents and sold at 95 cents?—A. Sold for 
95 cents, which would be a mark-up of approximately 48 to 49 per cent. 

Mr. Youne: And the retail price would be about—? 

Mr. JoHNSTON: 95 cents, bought in the regular way from the manufacturers. 

The Witness: There is an item Sweaters, on page 20—B-38. 

Mr. JoHNSTON: Pure wool—sport style! It’s a knock-out men!—In quality 
—warmth—value! “Sport Club style.” Super-heavy all-pure wool “no sag.” 
Jumbo knit. Big shawl collar—2 pockets. It’s the best made—and now is the 
time to buy! Black with cardinal and white trim. $7.50 value for $3.95 
delivered. 

The Witness: Purchased at $2.43, or $2.51. 

Mr. SomMMERVILLE: Sold at $3.95 and represented as being worth $7.50. 

The Wrrness: That represented mark-ups of 62 per cent and 57 per cent. 


By Mr. Young: 

Q. Were these really all wool? 

Mr. JoHNston: They were all wool, but not the finest grade. 

Mr. Youna: And the value would be—? 

Mr. Jounston: About what they were sold at. They were good value at 
that. They were bought direct from the maker in the regular way. 

Mr. SOMMERVILLE: Yes. 

The Witness: Men’s overalls, page 5, D-14. There are many of those. 

Mr. JoHNston: Best coveralls made—8 ounce denim—wear tested; 
they’re everything a work garment should be. Cut generously full to prevent 
binding when reaching or bending. Made of extra heavy 8 ounce, red-back 
blue denim or 8 ounce khaki denim—they’re as strong as a mule. Reinforced 
seams. ‘Two hip pockets, two breast pockets, two front pockets. Extension 
neckband and sleeve tabs. Buy now at this sale price, $3 value, sale price 
delivered suit $2.49. 

The Wirness: They were purchased at $1.88. 


By Mr. Sommerville: 

Q. Sold at $2.49?—A. They only carried 34 per cent mark-up. 

Q. That is the smallest mark-up you have given us so far. That was the 
regular value of them. 

Mr. JouHnston: Yes, very good value at that. 

The Witness: There is one item of men’s clothing in the fall catalogue, 
page 44, item 60-3. 

Mr. JoHNsTonN: This is an overcoat: “Feature value, lowest ‘ quality 
price’ in 25 years. Warm and serviceable all wool, chinchilla. Strongly stitched 
seams. Deep generous size pockets. Smart half belted back. Fully lined with 
‘velvetex.’ Check this coat for value, Men. It’s the grandest bargain you have 
ever seen. Large convertible collar, Perfect tailoring and the distinctive water- 
proof ‘velvetex’ lining, guarantees warmth. Wear one of these rich Navy 
Chinchillas and be well dressed. Retail values to $20—delivered, each $11.85. 

ke The Witness: Purchased at $6.90. 
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By Mr. Sommerville: 


Q. $6.90?—A. In Montreal; sold for $11.85, 72 per cent mark-up. 

Q. For the richest chinchilla ever made? 

Mr. Hears: That was from Saskatchewan. 

Mr. SommervituE: They have to be good from Saskatchewan. Just give us 
the advertisement from the wholesale house. That is rather illuminating. These 
have all been given numbers? 

The Witness: Would it be convenient if I filed that statement at a later date 
with the catalogue? 

(Catalogue, mid-winter, ends April 15, 1934, filed, marked exhibit 
217. | 
Catalogue, fall and winter, filed, marked exhibit 217 (A). 


By Mr. Sommerville: 


Q. This is the advertisement of the Saskatchewan Wholesale Corporation 
registered. First of all, this is not a limited company, is 1t?—A. No. 

Q. It is a registered partnership?—A. Yes. } 

Q. And it is offering to the retail merchants a wholesale service. Will you 
kindly read from that some of the excerpts?—A, I think Mr. Johnston is a little 
more qualified to do that, he being a merchandising man. 

Mr. Jounsron: There is one statement here “B,” on the front page of this 
circular: “We carry a million dollar stock (centrally located in Regina, Sask., 
for fast service to the east or west). Our large stock eliminates ‘back ordering’.” 
At that particular time their stock was $401,000. 

Mr. Sommervitte: That is the stock $400,000 covered their retail stock and 
their mail order stock. Was there any wholesale apart from that? 

Mr. Jounston: No, they had no wholesale stock. 

Mr. SomMeERVILLE: What else, Mr. Johnston? 

Mr. JouNnston: This is a circular sent out. It gives the impression that there 
is a very large wholesale whereas it is a name only, 

Mr. Heaps: May I ask what kind of advertisement it 1s; is it newspaper 
advertisement? 

Mr. Jounston: It is a circular, a flyer sent out to about eight thousand 
customers throughout Saskatchewan and Alberta. 

Mr. Hears: Circularizing the retail trade throughout the prairie provinces? 

Mr. Jounston: This is one of their statements: “Our wholesale business 
is secured entirely from these lists at a fraction of a cent per dollar—a new 
Jow’ in selling costs that is passed entirely to our 6,900 dealers.” This in itself 
is misleading as the records show that they only did $25,000 worth of business 
with those 6,900 customers. 

Mr. SoMMERVILLE: $25,000 worth of business in a wholesale corporation with 
its million dollars worth of assets; and did they do it on the fraction of a cent 
on the dollar as intimated or was that on the 34 per cent mark-up? | 

Mr. Jounston: No, the prices were much closer than the mail order. 


Mr. SoMMERVILLE: Was their business not included in the whole business 
that has been represented to us here to-day by Mr. Nash? 

Mr. Jounston: Yes, it is included in that. 

Mr. Sommervitte: And the returns would come in from this fraction of a 
cent on the dollar and may have reduced the average and accounted for the 
low average we have been hearing about? 


Mr. Jounston: Yes. There is still another one. 
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Mr, SOMMERVILLE: There is one that is illuminating. They say, “There are 
no inside special discounts.” 

The Witness: This one was sent out last fall and is described as a “Million 
Dollar Harvest Sale.” 

Mr. SoMMERVILLE: There must have been a good harvest. 

Mr. JoHnston: That represents half of the volume of the business for one 
year. 

Mr. SomMeERVILLE: Half of the volume of all the business in Vancouver, 
Edmonton and Regina, mail order retail and wholesale; is that right? 

Mr. JoHNSTON: Yes, sir. 

Mr. SoMMERVILLE: This is the special million dollar sale that is being held 
for a few weeks? 

Mr. Jounston: For 45 days. 

Mr. Hears: What about the grasshopper season? 

Mr. SomMERVILLE: That was before they saw the grasshoppers. 

Mr. JoHNSTON: There is a further item that is worth considering: “$50,000 
worth of merchandise given away.” When asked for records of how much they 
had given away they said that possibly they had given away $1,000, but they 
said “If the orders came in we would give away $50,000.” 

Mr. SomMERVILLE: But on their $2,000,000 worth of business throughout the 
year they had given away $1,000 worth of goods. 

Mr. JoHNStoN: Probably not. 

Mr. SOMMERVILLE: Those were premiums. What is their principle of 

merchandising in that respect? Do they give anything away? 

Mr. Jounston: If you turn back this catalogue it will show the eifts. 

(Circulars and fliers, Saskatchewan Wholesale Corporation and Army and 
Navy, filed, marked exhibit 218.) 

Mr. JoHNSTON: It is done on a percentage basis. They say if a person buys 
$25 worth of goods they will get a gift of $2.50 worth of merchandise. On $75 
purchase, it is $7.50, and so on. | 

Mr. SommervitieE: And the gift is left in the hands of the giver to choose? 

Mr. Jounston: No, it is catalogued. If you could see the larger catalogue. 
The fly leaves show the goods given away. The system is that if you send in 
an order for $5 they will send you five coupons. They issue a coupon for each 

_dollar’s worth of merchandise ordered from them, and inserted in the centre it 
describes what you can get for so many coupons. 

Mr. SOMMERVILLE: I suppose it is described in the same modest language 
we have been listening to? | 

Mr. JoHnston: Very much the same. 

Mr, SomMervitte: Is that not contrary to the Trading Stamp Act? I will 

have to look into that. 

The Wirness: I have here an announcement that was sent out to the trade. 


Mr. SomMervILLE: This announcement was sent out to the trade on April 
5, 1984:— 


ANNOUNCEMENT 


No need to place for Fall and Winter if you’re one of our customers. 
We’ve bought $3,000,000 worth of staple seasonable merchandise at right 
cash prices for you and thousands of others. 

No need for you to gamble on the ups and downs of the market— 
we're doing it for you. 
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When Fall and Winter rolls around our cash with order wholesale 
prices will place you out of reach of competition big or small. Depend 
on it for your Fall requirements at bottom prices regardless of the 
advancing market...And you are assured of huge stocks to draw from 
daily if you wish. 

SASKATCHEWAN WHOLESALE CORP. REG’D. 
Regina, Sask. 


Mr. SOMMERVILLE: Had there been any purchase of $3,000,000 of merchan- 
dise, or did they ever purchase $1,000,000 of merchandise for such purpose. 

Mr. Jounston: Not for any such purpose as that. They purchased it over 
a year possibly. 

Q. Over a year in their retail business, in their various stores, but for no 
such purpose for any wholesale business? 


Mr. JOHNSTON: That is actually 50 per cent more than a year’s turnover. 
Mr. SOMMERVILLE: 50 per cent more than a year’s turnover, more than they 


sold in their biggest year. 


The CHAIRMAN: In their three retail stores. 

Mr. JOHNSTON: Yes. 

Mr. SOMMERVILLE: Do those instances that you have given us fairly indicate 
the kind of advertising that is being done by this firm on the basis of the business 
and the assets that you have already indicated in the financial statement filed? 

Mr. JoHNsron: Oh yes, that is indicative of their whole policy, high pres- 
sure, sensational type of advertising right through, which is, in most cases, mis- 
leading. 

Mr. SoMMERVILLE: Just regular advertising ballyhoo. 

Mr. JoHNSTON: Yes, right through. 

The Witness: I do not want the committee to lose sight of one thing; I do 
not think we need to spend more than just a few moments on it, and I think it 
will be enough for me to explain what it is. Attached to the printed statements 
is a statement of certain examples of clearing lines offered by manufacturers and 
jobbers. That is called statement No. 10 on the printed sheet, and behind that is 
a statement of bankrupt stocks purchased in 1933-34; and following that is a 
wage schedule in very brief form of the Regina store of the Army and Navy 
Department Stores. 


By Mr. Sommerville: 

Q. What is the total number of employees in their whole organization?—A. 
On that date 203. 

Q. 203 in the three places?—A. Yes. 

Q. I see they have not got the wholesale department listed here?—A. No, it 
is not listed separately. 

Mr. SoMMERVILLE: That may be looked after by the office boy. 

The CHAIRMAN: Now, that is all for to-day. 

Mr. SoMMERVILLE: Thank you, Mr. Nash. 

The CHAIRMAN: The committee will adjourn until to-morrow at 11 o’clock 
when we will go on with— 

Mr. SoMMERVILLE: The Robert Simpson Company. 


The committee adjourned at 6.05 p.m., to resume on Wednesday, 6th June. 
at 11 a.m. 
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House or Commons, Room 368, 
June 6, 1934. 


The special committee appointed to inquire into price spreads and mass 
buying met at 11 a.m., Hon. H. H. Stevens presiding. 

Mr. Norman K. Sommerville, K.C., of Toronto and Mr. W. W. Parry of 
Toronto, appeared as counsel for the committee. 

The CHAIRMAN: The minutes of yesterday’s meeting record the hearing 
of witnesses and the filing of certain exhibits. I declare the minutes approved. 


Mr. A. E. Nasu recalled. 


By Mr. Sommerville: 


Q. Mr. Nash, you have some information in answer to Mr. Heap’s inquiry 
of yesterday?—A. Yes. I shall deal with Woodward’s first. 

Q. Will you be good enough to put that information on the record?— 
A. In connection with Woodward’s, I made a statement yesterday to Mr. 
Heaps that the staff was granted one week’s holiday with full pay, and Mr. 
Heaps asked me to confirm that. The regular staff is granted one week’s 
holiday with full pay. There is a sick benefit fund maintained by employees 
by monthly contributions. This fund is not contributed to by the company. 
All employees are allowed a discount of 10 per cent on general purchases, but 
no discount on food purchases. The employees’ cafeteria is run by the com- 
pany, sells meals at cost to the employees. In connection with the bonus plan, 
there is a departmental bonus group. Departmental group bonuses are dis- 
tributed based on the average cost of selling over a period of years. Any 
improvement or saving in expense over the quotas established in a particular 
department, is distributed among the employees of that department. The 
working hours are 47 per week. Employees are paid a minimum wage of 
$12.75 for these 47 hours, although regulations of the minimum wage board 
provide for a 48 hour week. There have been reductions in wages, but no 
reduction in British Columbia minimum wage since January, 1928. 

Q. You have similar information with respect to the David Spencer Com- 
pany?—A. In connection with the David Spencer Company the regular staff 
is granted one week’s holiday with full pay. A sick benefit fund is maintained 
by employees by monthly contributions. This fund is not contributed to by 
the company. All employees are allowed a discount of 124 per cent on general 
merchandise, and 24 per cent on food purchases. A cafeteria is run by the 
company, which sells meals at cost to the employees. All employees of the 
David Spencer Company are assessed 5 cents per week for recreation grounds 
which the company provides. The working hours are 44 hours per week, al- 
though the regulations of the minimum wage board provide for a 48 hour week. 
Employees are paid a minimum wage of $12.75 for these 44 hours. 


By Mr. Kennedy (Winnipeg) : 


Q. Are these contributions to the sick benefit fund by employees com- 
pulsory or voluntary?—A. I imagine compulsory from the tone of the informa- 
tion I have. It does not state definitely on the information I got from my 
agents yesterday. 

Q. You are under the impression that the employees are required to con- 
tribute to the fund; is that right?—A. I cannot state that definitely. 
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By Mr. Sommerville: 


Q. You were asked also to give us a summary of the surplus accounts Ol 
David Spencer Limited, similar to that we had for Woodward’s.—A. Would 
you care to have this filed with the statements of the respective companies? 

@. They are being incorporated in the record. You have taken the surplus 
account of David Spencer Limited for the last 10 years?—A. Yes. 

Q. And the balance of surplus on the 31st J anuary, 1934, was $4,135,788.02? 
—A. Yes. 

Q. To which have been added profits from operations before appropriations 
for reserves, $2,823,403.21; proceeds of life insurance policy have been added 
to that, consisting of $135,650.40, and sundry gains (sales of property) $83,081.56, 
or a total addition during the period of $3,042,135.17, which makes a total sur- 
plus at the end of 1933 of $7,177,923.19?—A. That was not at the end of 1933. 

Q. That is the amount?—A. The amount. , 

Q. The amount of additions during that period?—A. Yes. 

Q. The total?—A. Yes, the total during that period. 

Q. Then, that has been disposed of in the following manner?—A. Yes. 

Q. Dividends and drawings paid, $306,512.58; surplus capitalized in 1932, 
$5,217,046.68; provincial taxes, $17,553.79; loss on investments, $448.65; life 
insurance premiums paid, $422,315.32, and depreciation reserves which were 
capitalized in 1932, $1,890,281?—A. Yes. 

Q. Of which $1,426,824.09 were set up— —A. Set up for profits. 

(). That is the way— —A. That is the disposal of the surplus of the profits 
for the year. To make it convenient, we will file that in connection with every 
company, if you like to have it added to the statement. 

Q. It is on the record as such?—A. Then I was asked to file as an exhibit 
extracts from the catalogues and advertising of the Army and Navy store, with 
reference to the prices at which the goods were purchased, and the mark-up in 
the Army and Navy stores, and I filed it as exhibit 217A. 

Extracts from Catalogues and advertising of the Army and Navy store, filed 
and marked exhibit 217A. 

Q: This exhibit gives the names of the firms supplying the goods in the 
catalocue?—A. Yes, 

Q. A description of the goods?—A. Yes. 

Q. The amount of the order, the date of the invoice, the unit cost of the 
invoice, the sales tax, added to unit cost laid down, the initial selling price, the 
amount of the mark-up and the percentage of same?—A. Yes. 

Q. The catalogue reference number, the advertising remarks, and the man- 
agement remarks?—A. Yes. 

Q. That information is available for both the mail order and the retail 
store, and also for the wholesale business. 

Q. Dealing with both the catalogues and the advertising material that has 
been filed as an exhibit?—A. Yes. 


Witness retired. 


GEORGE ADAMSON called and sworn. 


By Mr. Sommerville: 


Q. Mr. Adamson, you are a chartered accountant and auditor?—A. Yes. 

Q. Member of the firm of Clarkson, Gordon, Dilworth and Company ?— 
A: Yes. 

Q. And as such you had to do with the examination and audit of the affairs 
of the Robert Simpson and Company, Limited?—A. Yes. 

Q. And the group of companies associated with it?—A. Yes. 
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Q. And as such you have made a report upon that to the committee?— 
A. Yes. 

Q. Is this the report?—A. A file of statements in connection with the investi- 
gation. 

Q. These are the file of statements in connection with the Robert Simpson 
Company and its subsidiary companies?—A. And its subsidiary companies. 

Q. That will be exhibit 219?—A. This is an extra copy for the Minister. 

File of statements filed and marked exhibit 219. | 

Q. Have you any of the key statements?—A. They have not come from the 
printers’ yet. 

Q. We expected to have them at this time, and as soon as they come, they 
will be distributed. How many of those copies have you?—A. I have two more 
of these statements. They are just the statements; this is the memorandum. 

Q. A memorandum of what?—A. In connection with the growth and organi- 
zation of the business. 

Q. Now will you be good enough to hand to the reporter a copy of this, so 
it will be incorporated into the record at this time, after which it will be read 
by you?—A. Yes. 
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SIMPSONS LIMITED AND CONSTITUENT COMPANIES 
MEMORANDUM RE ORGANIZATION AND GROWTH OF BUSINESS 


ORGANIZATION 


On Statement No. 1 is shown in chart form the Companies at present 
comprising the Simpson Organization; indicating their relationship and func- 
tions. The Robert Simpson Company Limited operates the Toronto Store and 
owns the entire capital of— | 


The Robert Simpson Eastern Limited 

The Robert Simpson Western Limited 

The Robert Simpson Montreal Limited 

Keens Manufacturing Co. Limited 

Thompson Manufacturing Co. Limited 

Central Indoor Parking Garage Limited 

The Robert Simpson Company (London) Limited (London, 
England) 

The Robert Simpson Drug Co. Limited 

Les Representants de Robert Simpson S.A. (Paris, France) 


The capital of each of the last four of the above Companies is nominal and in 
the accounts of The Robert Simpson Company Limited their operations are 
treated as departments of that Company rather than as separate organizations. 


Simpsons Limited (1925) was incorporated in 1925 to acquire the common 
stock of The Robert Simpson Company Limited which up until that time was 
the controlling Company of the Simpson organization. Simpsons Limited (1929) 
was incorporated in 1929 and acquired the assets of Simpsons Limited (1925) 
which was wound up at that time. Simpsons Limited (1929) now owns the 
common shares of The Robert Simpson Company Limited and certain of the 
lands and buildings. These changes in corporate and capital structure will 
be dealt with later. i 

On Statement No. 2 is shown the details of the incorporation of the various 
companies, their capital, bonded indebtedness and the names of the directors, 
ELC. 


GROWTH OF BUSINESS 


On Statement No. 3 is shown a chronological table indicating the extensions 
of the business from 1872 to the present time. 


TORONTO STORE 


The Robert Simpson Company Limited had its origin in a store founded 
by the late Mr. Robert Simpson in 1872. This store was located on Yonge 
Street, just south of Queen Street and during the next quarter century it ex- 
panded until it occupied a relatively large building at the corner of Queen and 
Yonge Streets. 

The business of Robert Simpson was not incorporated until 1896 when 
The Robert Simpson Company Limited was incorporated with an authorized 
capital of $500,000. Two years later in 1898 the 1,375 issued shares of this 
Company were purchased by the late Mr. H. H. Fudger, Sir Joseph Flavelle 
and Mr. A. EK. Ames. 
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On Statement No. 4 is submitted a plan of the area now occupied by the 
Toronto Store and from it the expansion of the past forty years can be judged 
and more particularly the extensions of 1900, 1908, 1912, 1923 and 1929 can be 
followed. 


MaILt ORDER 


The mail order business was commenced as a store service. The first 
catalogue was issued in 1894 and by 1914 the business had grown large enough 
to require a separate building for it and it was therefore transferred to a ware- 
house on Front Street. In 1916 it was moved to the new Mutual Street Building 
which was built primarily for that purpose. 

In 1915 The Robert Simpson Western Limited was incorporated to handle 
the mail order business in Western Canada and a warehouse was erected in 
Regina. In 1919 The Robert Simpson Eastern Limited was incorporated and 
a building erected in Halifax to take care of the mail order business in the Mari- 
time Provinces. Retail departments are operated by the various mail order 
branches at Toronto, Regina and Halifax. Im 1925 the Toronto Mail Order 
Division, formerly owned by the Toronto Store, was transferred to The Robert 
Simpson Eastern Limited. 


MonNTREAL STORE 


In 1904 The Robert Simpson Company Limited secured control of The 
John Murphy Company Limited which operated a department store in Montreal. 
In 1929 the name of this Company was changed to “The Robert Simpson Mont- 
real Limited” and in 1930 a new building was erected. 


FACTORIES 


The largest factory of the Simpson organization is that known as Keens 
Manufacturing Company Limited, which manufactures ladies’ dresses for the 
Mail Order Division. This Company was purchased by The Robert Simpson 
Company Limited in 19138 and is situated in the Mutual Street Building. All 
the other factories and workrooms are comparatively small and most of them 
are operated as departments of the Toronto Store. 


PoINTS AT WHICH BUSINESS IS CONDUCTED 


On Statement No. 5 is shown the centres at which business is conducted by 
the various companies of the organization. The locations of the various order 
offices and points from which agents transact business are shown on this state- 
ment. The business obtained by these order offices and agents represents only 
a small portion of the total volume. 


CoMPARATIVE STATEMENT OF ANNUAL Sates 1915 ro 19383 INCLUSIVE 


The growth of the business in the last twenty years is indicated on the 
comparative statement of sales from 1914 to 1933 inclusive (Statement No. 6). 
This statement shows the sales by divisions and in total. In 1914, the total 
sales were approximately $14,000,000 but by 1929 they had increased to $48 ,000,- 
000—the total volume in 1933 was $37,500,000. The mail order sales (which 
are included in the total volume referred to above) reached a peak of $14,300,000 
in 1920 and in the subsequent eight years fluctuated between $11,500,000 and 
$13,700,000. Since 1929 the mail order sales volume has been decreasing more 
rapidly than that of the retail stores and in 1933 was $7,000,000. The retail 
departments of the Mail order Companies, however, show substantial growth 
from year to year, having increased from $1,154,000 in 1929 to $2,042,000 in 
1933. The Montreal business has also been steadily increasing and in the past 
year sales were approximately $5,000,000. 
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COMPARISON OF NUMBER OF EMPLOYEES 


Records of the numbers of employees of the organization are not available 
prior to 1926. The following is a summary of the average number of persons 
employed by the whole organization in the month of October during each of the 
past eight years along with the comparable figures for the Toronto units:— 


sess, 


Employees 
—— Total of Toronto 
employees units 

By Og cas SEE tM Bena. Soc rrnae Of cit outa t teeta ce 4,967 3,897 
LS A pee g Ss Saleh teae Remarb lh einctdenairnca ype utente. vob, abe dpe 5 , 228 4,071 
|B Veo arn mopman a thorswae ite yClbrp ed apices avg: ee. Jt 5,880 4,602 
114 bist ORR 6 ialaivelr Aanete Pgh, barca: ange emigrants 6 , 700 5,464 
DOU te. a sept pean ghee bere Ue Set, GIG, ARATE, 6,433 5,129 
LOST, cc. Lee LG, See he Ae ch ene Eee 6,365 4,947 
1 eis Red Gheek Riemann: © tens fT pete | 6 , 120 4,662 
LS PSS ve: ene EA Re ne ARC TE BCA 6 , 228 4,650 


MERCHANDISE TRANSACTIONS 


A comparison of the merchandise transactions and the average value of 
these transactions for the whole selling organization (exclusive of Toronto res- 
taurant transactions) for the past six years (the only period for which these 
records are available) is as follows:— 


Ea, 


Merchandise} Average 


—. trans- transaction 
actions value 

feats ee hau | The sl A ONE Ti epee Sere” peer en 

$ cts. 
1O28! (h2sweeks)inr. Mo: Jia Shawn the deaiia i toe 18 ,515 , 967 2 60 
1929 SENS a LS FRLIMOD, Mlle EO 20 ,661 ,965 2 54 
1930 ee A TD) UE GS OG 4 -AOULRTIER IO: B 19 ,608 , 179 Pica yk 
1951" 50 weeks). 702 2 Reoslend “Fokehew aiege A 20 ,855 ,906 234 
LOS 24S WEEKS) Soe eS MOTO: TONG ead) ya fh 19 ,924 ,541 1 94 
1953 (O2eWeeKS) | .2 nu) } ou ys ye ew ee oO 22 ,922 ,931 1 80 


ae ee ee 


While the sales volume in dollars is not as great as two or three years ago the 
number of merchandise transactions shows an increase. The average trans- 
action value has been reduced from $2.60 in 1928 to $1.80 in 1933. 
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STATEMENT No. 3 
SIMPSONS LIMITED AND CONSTITUENT COMPANIES 
CHRONOLOGICAL TaBLE SHOWING GROWTH OF THE BUStNESS 
(Norr.—Additions to Toronto Store shown on plan attached—Statement No. 4) 


1872 The late Robert Simpson commenced business on Yonge Street, Toronto. 

1893 Fire destroyed store buildings. 

1894 First mail order catalogue issued. 

1895 New six-story building on corner of Queen and Yonge Streets completed. 

1896 The Robert Simpson Company Limited incorporated by the late Robert Simpson. 

1898 Company acquired by the late Mr. H. H. Fudger, Sir Joseph Flavelle and Mr. A. E. Ames. 

1900 Yonge and Richmond extension to Toronto Store completed. 

1904 Department store operated by the John Murphy Company of Montreal purchased; company incor- 
porated as The John Murphy Company Limited (name changed to The Robert Simpson Mont- 
real Limited in 1929). 

1908 ‘‘Knox’’ extension to Toronto store completed. 

1912 ‘‘Wanless”’ extension to Toronto store completed. 

1913 Capital Stock acquired of Keens Manufacturing Company Limited, a factory manufacturing white- 
wear, ladies’ dresses, etc. 

1914 Mail Order Division moved to warehouse on Front Street. 

1915 The Robert Simpson Western Limited incorporated and in 1916 commenced Mail Order business 
in Western Canada, with warehouse at Regina. 

1916 Mutual Street Building erected primarily for the use of the Toronto Mail Order division of the 
Robert Simpson Company Limited. 

1919 The Robert Simpson Eastern Limited incorporated and commenced mail order business in the 

_ Maritime Provinces with a warehouse at Halifax. 

1923 James Street extension to Toronto store completed. 

1925 Simpsons Limited (1925) organized and acquired all the common stock of The Robert Simpson 
Company Limited. Parking Garage on Richmond Street, opposite store leased. 

1929 Bay Street extension to Toronto Store completed. 

Simpsons Limited (1929) orgarized and acquired assets of Simpsons Limited (1925) and certain 

of the lands and buildings of the subsidiary companies. 

1930 Parking Garage on Richmond Street purchased. 

1931 New Montreal Store completed; extension to Mutual Street Building completed. 


STATEMENT No 5 
THE ROBERT SIMPSON COMPANY LIMITED AND SUBSIDIARY COMPANIES 
STATEMENT SHOWING POINTS AT WHICH BUSINESS IS CONDUCTED 
[2 REET EERE meme eee 


Retail Mail Order 
Stores Order Offices* Stores 


Merchant Agents 


Ansonville Toronto 
Brockville 

Belleville 

Brampton 

Brantford 

Burlington 


Suburban 
Offices 


Oshawa 
Brampton 
Barrie 
Brockville 
Hamilton 
Kirkland Lake 
Owen Sound 
Peterborough 
Rouyn 
Timmins 
Trenton 


Ontario. oi 0% 668 | Torontee F< ss: New Toronto 


Kapuskasing 
Kingston 
Kitchener 
New Toronto 
Oshawa 

Port Hope 

St. Catharines 
St. Thomas 
Smooth Rock Falls 
Sudbury 
Tweed 
Whitby 
Quebee. Toric Montreal 

pasketchewan }..WRewing * 6 it fA Ne Migs cee hs Up Avonlea Regina 
Estevan 

Millville 

Moose Jaw 

North Battleford 

Prince Albert 

Saskatoon 

Swift Current 


Nova Scotia..... PETES gelatin Foes MBE be Ue eg Cabin ty eens 1 Asal mata | Halifax 


*Agents also work from certain of these Order Offices. 
**Small retail departments in connection with the Mail Order Departments. 
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2748 SPECIAL COMMITTEE 
SIMPSONS 
STATEMENT or WINDING 
7 Class ‘‘A’’ 
Funds and Shares Available— Cash shares 


(1) Received from Simpsons Limited (1929) for sale of assets 
the following securities of Simpsons Limited (1929)— 
1. $10,000, 000—6 per cent First Mortgage Bonds 
2. $10,000, 000—63 per cent Preference Shares 
3. 120,000 —Class ‘‘B’”’ Shares 


New Company 


all of which were sold to the investment bankers for........ $20, 000, 000 

and 4,120,000 Class *'A:” shares 00032, os gies. ct ohn ceals ae ee ee ee 120,000 shares 
(2) Deposit with National Trust Co. Ltd. for retirement of 

Collateral Trust Bonds of Simpsons Limited (1925) not 

transierred to New Company ..is. .isss oss sce vce eSos clic le. 1,983, 192 
(3) Proceeds from sale of 30,969 of above Class ‘‘A’’ shares of 

Simpsons Limited (1929) sold to employees at $50 per share.. 1,548, 450 30,969 shares 
(4) Interest on.funds on deposit, etc. ......e.ccccccccccovcccece 30, 752 

A total off ;..2:..4, 2058 te tee deeb eee eee ee ee eee $ 23,562,394 89,031 shares 


Black face type indicates losses or deficits. 


» 


ee ee ee EE SE a 
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PRICE SPREADS AND MASS BUYING 


LIMITED (1925) 
Ur (June 1929) 


Cash 
Prior Claims, etc.— 
(1) Own Bonds and Preference Shares Redeemed: 
Bonds—par value.........ccceseee cece ceeeceenees $5,024,800 
PFEMIUM......... cece eres ec ec ceeceeeeeee 200, 992 
———$ 5,225,792 
Preference Shares—par value..........eeeeeeeeees $7, 000, 000 
PLOMMAUING . .. cass sejep nee cc ese. 350, 000 
———_ 7, 350, 000 
(2) Other Disbursements: 
Retiring Bonds of The Robert Simpson Western 
Limited—par value.............e sere e eee ees $ 80,000 
PPOMMIUTILS. .s-. e oe  o inee eee 2,400 
—_———- 82,400 
Dividend on Common shares Simpsons Limited (1925)...... 150,000 
Payment of incorporation and other expenses of Simpsons 
Tolnsited (O29 es des buts ate 080i ste ite 9 majeer eeee Ae oi 149,089 
Balance of funds turned over to Simpsons Limited (1929)... 56, 663 
————_———_ 18, 013, 944 
Leaving available for holders of 100,000 Common shares of _ 
Simpsons Limited (1925)........+.ssceeecseeeeeeeree seen stte ees ete: $ 10,548,450 
This was distributed: 
To holders of 70,323 shares, cash of $150 per share........--+++++++++: $ 10,548,450 
To holders of 29,677 shares, 3 shares of Class ‘*A”” stock in New Com- 
pany for each share formerly Viele ee wee cote fo. vats Mea CE SUT am 
86332—1774 
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Statement No. 9 


Class ‘‘ A’’ 


shares 


New Company 


89,031 


shares 


shares 


2750 SPECIAL COMMITTEE 


SIMPSONS LIMITED AND CONSTITUENT COMPANIES P 


CoMPARATIVE CONSOLIDATED BALANCE SHEETS FOR TEN YEARS 4TH FEBRUARY 1925 To 35RD 
JANUARY 1934 


As at As at As at 
Assets 4th February|3rd February|2nd February 
1925 1926 1927 


$ cts. $ cts. $ cts. 


Current Assets: 
Merchandise on hand at approximate cost as certified by 


Deparsiacat Manager 3 es 6 a 7,075,571 10) 7,351,667 16} 7,428,032 88 
Accounts Receivable (after making provision for Bad 
3 cl ADO) Tilt see OCOUTIUS ccik a) me ge a ee 1,416,717 34| 1,877,999 17} 2,054,140 42 
Payments in advance of receipt of Materials and Goods 
Ei CE SANBIG eens cer vce ae Reis eke oe a 456,428 66 717,879 86 480,472 59 
Cash.on Hand and. in Banks... os etc hoo te aeons 134, 982 58 128,900 93 81,292 64 
9,083,650 23} 10,071,447 12] 10,043,938 53 
TNVGSCRICDUS: © cok chins Saas cares rec  accia Sette ena meres 165, 887 06 160,870 56]; 1,140,481 76 
omployees Stock’ Purchase PIAR:. 5... es. 25.545. dus cele ss os Wena mane aes ce a eee 
Sinking Fund: 
CAST abe AC S5Ur cbt SUC gk ia las etcaa tea one eins ee 31 22 23 80 48 86 
Prepaid Charges: 
Proportion of Catalogue Expenditures, Unexpired Insur- 
ance Premiums, Discount and Commission on Securi- 
ties and other Expenses Paid in Advance............ 673,384 20 682,296 91 699,694 87 
Lands, Buildingsand ,Woutniient... 2... ol ae ee: 13,105,086 338] 18,160,646 91} 13,298,858 54 
Less: Reserve for Depreciation of Buildings and Equip- 
PTET GY SR agen MRMPRER GER pate ah AIMU ee oak prRN Ata bae. a 8,225,116 21] 3,768,235 81} 4,344,915 23 


9,879,970 12/A9,392,411 10} 8,953,438 31 
19,802,872 83) 20,307,049 49] 20,837,602 33 


cts. 

(A) The Book Value of fixed assets as increased at 4th February 1925 by 
APVLAISAL APPTCVIATION Oboe soc. sc dence teen ees ce ene ee eee 2,816,850 03 

(b) The Book Value of fixed assets was taxther increased at 26th June 1929 
DY Appraisal Appreciation OL, csc. cs Soba y cao bas oe ee 5,903,850 09 


Total Appraisal Appreciation at 26th June 1929.................. ec eee 8,720,700 12 
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, SrateEMENT No. 11 
SIMPSONS LIMITED AND CONSTITUENT COMPANIES 


CoMPARATIVE CONSOLIDATED BALANCE SHEETS FOR TEN Years 4TH FEBRUARY 1925 To 38RD 
JANUARY 1934 


As at As at As at As at As at As at As at 
1st February|30th January|29th January] 28th January 8rd February | 4th January | 38rd January 
1928 1929 1930 1931 1932 1983 1984 
$ cts. $ cts. $ = ets. $ = cts. $ —— [cts. $4 ets: $ © ©=—s cts. 


7,923,854 27| 8,369,315 37) 8,385,498 77 7,444,473 03 
2,305,836 95) 8,124,939 78) 4,164,862 55 4,892,774 26 


6,980,253 83 
4,636, 865 85 


6,391,631 09 
4,517,793 53 


6,204,361 9U 
4,754,468 63 


458,927 02 507,070 99 518,717 51 364,285 92 244,393 05 218,017 29 211,622 19 
59,118 238 77,784 95 79,631 19 89,934 05 72,390 07 73,431 83 127,048 69 
10,747,731 47| 12,079,111 09) 13,148,710 02 12,791,467 26] 11,933,902 80| 11,200,873 74 11,297,501 41 
1,850,884 34) 12,805,844 50). 1. 2 ban ose ke ed eas epg pea ne sorter 8 8 oe Lots nen a 373,491 17 
pI es Be eee etre 4 Ore eens: dC kia abe ae 271,680 00 299,252 00 299,252 00 
3 97 37 97 20 89 127 28 BY i] AR rae oe Fg icc ocr ae 

765,716 38 848,020 24 821,963 69] 1,051,567 35 945,218 26 910,510 41 824,960 89 
13,691,306 33] 16,850,917 11] 21,665,984 07 23,991,125 47| 24,633,225 14] 24,701,333 238 24,760,207 19 
4,908,591 09|} 5,482,181 37 459,307 97| 1,219,482 86| 1,839,378 30 1,831,156 39} 2,417,809 78 


22,342,397 46 
35, 187,602 983 


8,782,715 24| 11,368,735 74| 21,206,676 10 b22,771,692 61| 22,798,846 84] 22,870,176 84 
92,147,051 35| 27,101,749 54) 35,177,370 70| 36,614,854 50] 35,944,706 67) 35,280,812 99 
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SPECIAL COMMITTEE 


SIMPSONS LIMITED AND CONSTITUENT COMPANIES 


CoMPARARTIVE CONSOLIDATED BALANCE SHEETS FOR TEN YEARS 4TH FEBRUARY,1925, TO 38RD JANUARY 
1934 


Liabilities 


Current Liabilities— 
Bank Loans.and Overdraftei.)... & .o< cs desiep suo. oe 
AMOCOUNER PAV AIO. wines Seema it eee Satan eis ae eae 
Accrued Taxes, Interest, Wages, Rent, etc.. 2 
Reserve for Bonuses, and Employees’ Savings and 

Profit Sharing Fund 


cere reece ose eee ee oer eee eee eens 


As 


$ © ~—octts. 
427,374 87 
1,609,170 64 
618,326 62 


275,039 40 


Accrued. Dividends. ttad. sanded xhaw dees OO dactlets ud deo cae c es 


Accrued Interest on First Mortgage and Collateral 


Trust Sinking und-Gold Bonde axiai«, saci. Lansieel). P06 se Sac ses 


As at 


4th February ord ese 


1,577,790 20 
772,931 09 


282,959 80 
150,250 00 


126,000 00 


2,909,931 09 


As at 


2nd February 
1927 


en ORC ee er at ee ese a gs Cr eh ee de 


1,125,687 69 
797,264 81 


346,919 50 
150,250 00 


120,723 34 


2,540,845 34 


Reserve for completion of new Montreal Construction.....]........ ccc ccc fe cc eee cece eee lec cs eeeceeeees 


Bonds, Mortgages and Preference Shares of Subsidiary 
Companies— 

Morte dived Ph is. Erie, 2 1 GAS ee 5 Se eee 
5% First Mortgage Bonds—The Robert Simpson Com- 
pany Limited 

6% First Mortgage Bonds—The Robert Simpson 
Western Limited 

6% Cumulative Preference Shares of The Robert 
Simpson Company Limited 


eC 
i 


ed 


Funded Debt of Simpsons Limited— 
Six and one-half Per cent Bonds...................... 


418,165 99 
1,852,058 65 
280,000 00 
3,350,000 00 


5,900,224 64 


5,600,000 00 


397,365 44 
1,810,497 32 
240,000 00 
3,350,000 00 


5,797,862 76 


5,600,000 00 


260,907 09 
1,767,281 34 
200,000 00 
3,350,000 00 


5,578,188 43 


5,467,000 00 


Six Per Cent—Series A Bondea—due 19405. . oc. nck noaeln $oc wee ce aes Pode s cea. «oa ee eae 


Five and one-half Per Cent—Series B Bonds—due 1949 


MiscollaneGiss HLeset vies cercvare sl Ne foo ncope ecco ccs ett wn. culated pisoed ee ne ee eee ee 


Capital and Surplus— 
Simpsons Limited (1925)— 
Six Per Cent Cumulative Redeemable Preterence 


100,000 shares of No Par Value..........:2<e.00< 


ProhiGisnd ‘Lass css is ore aril eee eee 


Simpsons Limited (1929)— 
Six and one-half Per Cent Cumulative Redeemable 
Preference Shares 
120,000 Class ‘‘A’’ and 120,000 Class ‘‘B’’ Shares 


5,372,736 66 
626,518 98 


er a CNC A a er ON ee me i i By CR a ge ere) Poe er ee ary 


5,467,000 00 


227,975 35 


5,372, "736 66 
1,650,856 55 


See eh meme wm eee eee eee ee wee eee OHe eter eee ereeeereeaeetsr eee eeereeeeseriseeeerseeeeeeee 


of No Par Value? cece. zs Wink Wi a ae, oe ete cla en ee ee tla tee eee 
Profit. and (Loose sha 28 5 ce ae eto ee ee ee rs ee re tee 


19,802,872 83 


20,307,049 49 


20,837,602 33 
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SratemMent No. 11 


SIMPSONS LIMITED AND CONSTITUENT COMPANIES 


CoMPARATIVE CONSOLIDATED BALANCE SHEETS ror Ten YEARS 4TH FEBRUARY TO 3RD JANUARY, 1934 


1,360,425 87 
901,377 94 


As at As at As at As at As at 

1st February|30th January | 29th January 28th January | 3rd February | 4th January 3rd January 
1928 1929 1930 1931 1932 1933 1934 

$ cts $ cts $ cts $ cts $ cts $. cts 

"1,465,965 99] 1,864,860 77| 1,677,682 70 "9°503°753 20] 2/6595054 18] 2,630,048 18 

969,048 89} 1,080,008 18 886,871 95 596,585 38 382,693 74 408,545 52 

429,015 15 427,197 87 253,450 97 41,846 48 12,973 62 16,675 20 

169,976 03 272,750 00 293,062 50 56,343 75 34,790 00 34,790 00 

46,153 88 50, 529 38 56,506 37 3,468 69 1,688 48 


ee ee es Bd 


er | | 


5,381,350 36| 4,972,838 66| 4,919,402 66 


CLA 2.0 21088 #8 © Ooh © 


eoeerereeor ee eee 


5,372,736 66 
2,782,359 65 


Pe ee ee 


Pe 


27,101,749 54| 35,177,370 70 36, 614,854 50| 35,944,706 67 


22,147,051 35 


112,558 20 


eeceevreeo eee ee 


eoeeceeeereereere 


oe eres eoeee eee 


coer ere eee reese 


———— 


3,092,980 23} 3,091,747 38 


ne 


3,260,035 18 


1,506,427 99] 1,438,002 66) 1,375,222 66 
3,350,000 00] 3,350,000 00 
4,788,002 66] 4,725,222 66 


OT 1M by hala A AI 2 MEMORY PaCS [a Sean Ray ao bar mt bs eye 
9,590,300 00| 9,365,700 00) 9,127,600 00 
1,224,400 00] 1,197,900 00) 1,155,900 00 


10,814,700 00] 10,563,600 00) 10,283,500 00 


— 


= rsa OP SRSA ROA \Eb HERON RCT SOCCS. GSOR| JOP CASRN ICSICHBST AT: ACT (RE CUES EIU NOR CUS) FS! CSAC E SA ANT e 


4,000,00 000 
eee al eA AU eS ARNO Me EA A Ca fe lec al ieee Ie ance 
Ser Via bol. pp oe IES eR) 1 rar aes CCF cK gaia lak aa i aha Bees 


BB on 5 ee PS RIAD 4 024, ©, ST Moh ered ercal|ievo) arn e co ool erevewonevin [Peers enero Sit) "cl eae cia die acacia gga SEE 


10,000 000 00} 11,250,000 00 


5,061,314 22| 5,061,314 22 
511,413 79 945,054 32 


11,250,000 00 


5,061,314 22 
702,229 28 


11,250,000 00) 11,250,000 00 


5,061,314 22| 5,061,314 22 
524,915 88 725,818 67 


35, 280,812 99] 35,137,602 93 


* Capitalized upon incorporation of Simpsons Limited (1929). 


2754 SPECIAL COMMITTEE 


SIMPSONS LIMITED AND CONSTITUENT COMPANIES 


CoMPARATIVE CONSOLIDATED STATEMENT OF Prorirt AND Loss ror Nine YEARS ENDED 3RD 


JANUARY, 1934 


—— re ee 
LL eeEE——————E——EE Ee 


1925 1926 1927 
52 weeks 52 weeks 52 weeks 
—— ended 8rd ended 2nd ended Ist 
February February February 
1926 1927 1928 
t : $ $ $ 
Combined Profit from Operations before deducting Depre- 
1 EA G3 | ee ee See ene Saeer em |) 2,568, 494 3, 168,993 8,425,222 
2|Less:—Depreciation of Building and Equipment.......... 543,120 576, 680 563,676 
3|Combined Profit from Operations after deducting Depre- 
eigtaen Lit eae as. Seek eae see’. Shee pe 2,025,374 2,592,313 2,861,546 
Deduct: 
Bond Interest and Dividends of Subsidiary Com- 
panies— 
4) cod pteraston Hondg.c.ood o . ini .20a.0e0.2;. Ax was eat le 92,180 90,525 87,689 
Dividends—Paid and Accrued, axe? eK Simpson 
0-5 Lula 280 268 F 
5 Preferred Shares....... 251, 250 201,000 201,000 
6 Common Shares........ io My i i eM ns Ve eS 
7 402,055 291,525 288, 689 
8 1,623,319 2,300, 788 2,572,857 
Deduct: 
9| Bond Interest of Simpsons Limited..................... 308, 000 354, 401 346, 797 
Contribution to Employees’ Savings and Profit Sharing 
10 (TT, RO RE ETS eR one i, Siete inners) a 230,000 280, 000 362,753 
11) a sewision dor-Profit Taxes. lex .os. aco. 5. ike oee eee 208, 800 242,050 231,803 
12} Commission and Expenses re issue of Preference Shares 
13 746, 800 876, 451 941, 353 
14 Net Profit or loss of Simpsons Limited for period...... 876,519 1,424, 337 1,631,504 
15|Balance of Profit and Loss from previous period..........].............. 626,519 1,650,856 
16|Add: Net Profit or loss for period (as above)............. 876,519 1,424,337 1,631, 504 
17} 876,519 2,050, 856 3, 282, 360 
Less: Dividends Paid on the shares of Simpsons Limited— 
18 Ete) oC A ee i, Ot ch Paneer oy See ee ew Me 
19 Cites PAr Bhardiurssiotity. Pelosi iud ereerance |b... ....4.|: eee a Eee ee 
20 COMMUBESMUOTES, 7.00 Mv etan Celso oo cre a 250,000 400, 000 500,000 
21 250,000 400, 000 500, 000 
Balance of Profit and Loss as per Comparative Consoli- 
dated—Balance Sheet (Statement No. 11) 
22 Sicopsonas big ited (1O2T a: Lee hate ac, ads Bere 626,519 1,650, 856 2,782,360 
23 Speaveone Liaaiiades 1920) ooo ane <n ten fan sat .|oloe gee bee c labeo cece ok Vehoo eee 


*Capitalized when new Company (Simpsons Limited (1929)) organized. 


Black face type indicates losses or deficits. 
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SratemMent No. 12 
SIMPSONS LIMITED AND CONSTITUENT COMPANIES 


CoMPARATIVE CONSOLIDATED STATEMENT OF Prorit AND Loss ror NInE YEARS ENDED 3RD JANUARY 
1934 


1929 1929 


1928 1930 1931 1932 1933 
52 weeks 21 weeks 31 weeks 52 weeks 53 weeks 48 weeks 52 weeks 
ended 30th | ended 26th ended 29th ended 28th ended 8rd ended 4th ended 3rd 
January June January January February January January 
1929 1929 1930 1931 1932 1933 1934 
$ $ $ $ $ $ $ 
3,621,975 1,105,214 2,316,990 3,277, 687 2,231,351 679,278 1,826,607| 1 
573,590 305, 164 459,308 776,675 526.261 aerate acaterorentrr 603,149) 2 
3,048,385 800,050 1,857, 682 2,501,012 1,605,095 679,278 1,223,458] 3 
85, 692 33, 758 49,827 80, 485 79, 263 69, 084 71,689] 4 
201,000 81,170 119,830 201,000 201,000 185,540 201,000] 5 
ia WE ee ie eee nn, (CCR ee oe ere eana mae nig ens at iy Rina ai © 6 
286, 692 114, 923 169, 657 281,485 280, 263 254, 624 272,689| 7 
2,761,693 685,127 1,688,025 2,219,527 1,324, 832 424,654 950, 769| 8 
337,385 138, 142 346, 154 638, 751 662,155 588,993 624,891) 9 
359, 889 173,330 187,542 135,000 42,198 12,974 16,675|10 
248, 305 83,381 143, 750 104-000 lac ad nagnzsode.) Gc) Dawn dee 108, 300]11 
17 O24 REE MM, aiea de). RRR, Ric. iia: «| sno. <cdial 5 ROM) [RAO RRR GIO | 7 BANC s OE Th rye 12 
1,116,518 394, 853 677,446 874,751 704, 353 601, 967 749, 866/13 
1,645, 180 290,274 1,010,579 1,344, 776 620,479 177,313 200, 903|14 
2,782,360 Si Sho Si eln ba ate. 511,414 945,054 702,229 524,916/15 
1,645, 180 290, 274 1,010,579 1,344, 776 620,479 177,313 200, 903)16 
4,427,540 4,078,088 1,010,579 1,856, 190 1,565, 533 524,916 725,819|17 
139, 726 190,274 379,165 671,136 ye hae) mage 8 arin mur ee ei 18 
aan hep ate ee Be eee Re Re een 120, 000 240, 000 120,000. tsjacx eiebhokesta- <b A. ~ 8 
500, 000 LOO OGO1 leecdceresrmrranerivrdenhs », Aastatels WeMAl Ab ARGS SCSI a GA DAO) Sie ince ald Aas atte a > 20 
639, 726 290,274 499, 165 911,136 $63, 304]... sc ccdobactade Qemacertere +3 + DA 
3,787,814 #2 797 BIA |.» ssisie artis | + + emGtmeiiaaes [Me Sete neate fis “Hitehie MED “MBO TE. Fo 22 
| Pach: 1g ale A pe Saban Ne 4 511,414 945, 054 702,229 524,916 725, 819|23 
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SIMPSONS LIMITED AND CONSTITUENT COMPANIES 


CONSOLIDATED STATEMENT OF PROFIT AND Loss FoR TEN YEARS 1924 To 1933 INCLUSIVE 


1924 1925 1926 
53 weeks 52 weeks 52 weeks 
ended 4th ended 8rd ended 2nd 
February, February, February, 
1925 1926 1927 
; $ $ $ 
Operating Companies— 
1 mien. 2. AA Pes Ses Oe ee UE e se eee. ee _ 87,378, 373 39, 167,130 41,316, 827 
He Gostiol Sales S053: 2:3: see 188.8: 255 RRS Bs 26,351,923 27,821,721 28,859, 836 
3 Gross-Profit:.:-<-2 ss 2e0 soso 11,026, 450 11,345, 409 12,456, 989 
4 Gross Profit percentage to Cost of Sales.. 41-8% 40-8% 43 -2% 
5 Deduct: Expenses (excluding depreciation and interest) 8,450, 162 8,836, 042 9,108, 261 
Departmental Operating Profits before charging inte- 
6 rest and deprectation.| 2.72, Sea. ee 2,576, 288 2,509, 367 3, 348, 728 
7 Deduct: Depreciation on Fixed Assets................ 521,840 543,120 576, 680 
8 Departmental Operating Profits after charging Depre- 
ciation but before charging interest............... 2,054,448 1,966, 247 2,772,048 
9 Deduct: Interest charged to Departments......... 976, 593 1,014,275 1,052,123 
10 Departmental Operating Profits or Losses after charg- 
ing Interest and Depreziation..................... 1,077,855 951,972 1,719,925 
11 Less: Adjustments of Inventory Reserves........ 25,000 50,600 155,000 
12 Adjustments of Depreciation: :; >. :--: csc Ae eee 
13 Tojal adjustments. 2.5. 0A: : 25,000 50,000 155,000 
14 Net Departmental Profits or Losses.................. 1,052, 855 1,001,972 1,564,925 
15 Add: Interest charged to departments as shown Shes 976,593 1,014,275 1,052,123 
16 Miscellaneous Revenue, less expense (net) .. : 2,815 16,125 31,808 
17 Miscellaneous Adjustments EI STV EEE OES 6,821 48 , 982 51,944 
18 Special Contract Profits dr Losses. . 12. 004 .....|. SRR TUES Ae Ae Ss eh SI 
19 2,019,812 2,049, 104 2,596,912 
Add: Depreciation provided out of Departmental 
20 Operations and included in rent credited to 
Siepesons Limited 7. 0055 SAG os sb caweeccncegd| ARR ae: Se ae 
21 2,019,812 2,049, 104 2,596, 912 
22 Less: Rents credited to Simpsons Limited?! 244 4...) (R208; | en ee, a ee 
23 2,019,812 2,049, 104 2,596, 912 
24 Add: Depmemtion writted Baele!:::: : AES os AO DR ee Nes teed deen ches 
25 Net Profit or Loss before provision for Income Taxes, 
Bonuses and Bond Interest, etc................... 2,019,812 2,049, 104 2,596,912 
Simpsons Limited— 
26 Rentals from Operating Companies as above.....|...........c0clecceccccccecciheceececececee. 
27 cr TL Cll) ae tid se ae emnename be Oeeia: Mame. 23,730 4,599 
28 2,019,812 2,025, 374 2,592,313 
29 Less: Depreciation on Buildings and Equipment.|..............|..............|Jeccceesceee eee 
30 Sandsy"A djustigentany) : 52... RRP RAO sr: fRANG os Lec evededd Adeceedeee 
31 Combined profit from operations before dedneting 
Bond Interest, Income oan fe ee! etc., 
shown on Statement 12.. 2,019,812 2,025,374 2,592,313 


Black face type indicates losses or deficits. 
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StaTEMENT No. 16 
SIMPSONS LIMITED AND CONSTITUENT COMPANIES 


CoNSOLIDATED STATEMENT OF Prorit AND Loss FoR TEN YEARS 1924 To 1933 INCLUSIVE 


phe oleae Se be 


1927 1928 1929 1930 1931 1932 1933 
52 weeks 52 weeks 52 weeks 52 weeks 53 weeks 48 weeks 52 weeks 
ended ist ended 30th ended 29th ended 28th ended 3rd ended 4th ended 3rd 
February, January, January, January, February, January, January, 
1928 1929 1930 1931 1932 1933 1934 
$ $ $ $ $ $ $ 
42,529, 228 44,806, 124 48,196, 336 46,912, 456 44,956,351 34,728,005 37, 526,418 
29, 587, 549 30, 848, 770 33, 122, 558 32, 506, 787 31,945,611 24,478,408 26,006, 686 
12,941, 679 13,957,354 15,073, 778 14, 405, 669 13,010, 740 10, 249, 597 11,519, 732 
43-7% 45-2% 45-5% 44-3% 40:7% 41:9% 44-3% 
9,513,422 10, 436, 271 11, 488, 690 11,373,054 11, 297, 626 9,548,311 9,710,454 
3,428, 257 3,521,083 3, 585, 088 3,032,615 uray a as | 701, 286 1,809, 278 
563, 676 573, 590 864,469 882, 662 909, 032 838,358 604, 869 
2,864, 581 2,947,493 2,720, 629 2,149,953 804, 082 137,072 1,204,409) 8 
1,041,477 1,091,090 1,374,075 1,520,377 1, 668, 286 1,450, 837 1,668,672) 9 
1,823, 104 1,856, 403 1,346, 544 629, 576 864,204 1,587,909 464, 263/10 
109,000 117,000 67, 000 154,052 503,313 48,000) 0) 8 11 
OF nrecteete > cedeta.~ were shes pete 100,000|...........--- AFOLOOO) Cen Satna eels eta BE KS: 12 
109,000 117,000 33,000 154,052 682,313 40,000) FTE. Fs 13 
1,714, 104 1,739,403 1,379, 544 783, 628 181,891 1,547,909 464, 263)14 
1,041,477 1,091,090 1,374,075 1,520,377 1, 668, 286 1,450, 837 1, 668, 672}15 
111,996 97,481 12,925 87, 298 91,448 44,768 49 ,287|16 
ih a ee ee oe 269,860 AVA ae ee ar oes 49,000) 5. os Tees 17 
11, 164 7,230 5,0 38 30,135 10,342 26,702|18 
2,867,577 2,920, 744 2,465, 803 2,391,936 1,547,708 102,646 1,226, 994|19 
jdt SER AA a ee PACE 147,201 265, 407 271,094 280, 514 184, 642/20 
2,867,577 2,920, 744 2,613,004 2, 657, 343 1,818,802 177, 868 1,411, 636/21 
eee EG 5 Pe gt aes 516, 960 1,094,135 1,274,175 1,211,075 1,312, 000/22 
2,867,577 2,920, 744 2,096, 044 1,563, 208 544,627 1,033,207 99, 636/23 
Ses certeek gh Ae eae eh) MEI GIES Pod Cota Cai es Pn Pies ee ar NT bs Peeing 0 
2,867,577 2,920,744 2,096, 044 1, 563, 208 544, 627 468,589 99, 636|25 
~BeG he. EQ ra3e. oiie:.. 516, 960 1,094, 135 1,274,175 1,211,075 1,312,000 26 
6,031 127,641 191,932 3,089 49,737 5 5, 043|27 
2,861, 546 3,048, 385 2,804, 936 2,660, 432 1, 769, 065 673, 192 1,416, 679|28 
payee. ak es 147, 204 159, 420 163; 970ions. <p ree: & 178, 221/29 
ier DR SR Pre Pee ee a eee gia a ay tte dd od 6,086 15, 000|30 
2,861, 546 3,048, 385 2,657, 732 2,501,012 1,605,095 679,278 1, 223, 458]31 
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Q. Now, Mr. Adamson, will you just state to the committee the position 
you found with respect to the Robert Simpson Company, as requested?— 
A. The first statement submitted is statement No. 1, which is an organization 
chart. On this statement is shown in chart form the companies composing— 

Q. Will you speak a little louder so the members of the committee can 
hear you?—A. On statement No. 1 is shown in chart form the companies at 
present comprising the Simpson organization; indicating their relationships and 
functions. The Robert Simpson Company Limited operates the Toronto store 
and owns the entire capital stock of:— 


The Robert Simpson Eastern Limited. 

The Robert Simpson Western Limited. 

The Robert Simpson Montreal Limited. 

Keens Manufacturing Co. Limited. 

Central Indoor Parking Garage Limited. 

The Robert Simpson Company (London) Limited (London, England). 
The Robert Simpson Drug Co. Limited. 

Les Representants de Robert Simpson S.A. (Paris, France), 


Q. Then the holding company is——A. The holding company, the operat- 
ing company— 

@. —the Robert Simpson Company Limited?—A. Right. : 

Q. And it owns all the capital of all those companies?—A. That is right, 
yes. The capital of the last four of the above companies is nominal and in 
the accounts of the Robert Simpson Company Limited, their operations are 
treated as departments of that company rather than as separate organizations. 

@. Everything from the Thompson Manufacturing Company, the Central 
Indoor Parking Garage Limited, the London office, the drug company, and the 
various combined companies——A. That is correct, sir. Simpson’s Limited 
(1925) was incorporated in 1925 to acquire the common stock— 

(. Let us get that clear. There were two companies; first of all the operat- 
ing company or the old parent company?—A. Yes, that is right. 

@. That operating company has operated for a great many years?— 
A. Since before 1900. 

Q. And operates up to the present time?—A. Yes. 

Q. In 1925 a company was incorporated called Simpson’s Limited?— 
A. That is right. 

@. And that was incorporated for the purpose of acquiring all the outstand- 
ing common shares of the parent operating company?—A. That is right, yes. 

@. And the shareholders of that parent operating company turned over 
their shares to Simpson’s, Limited (1925)?—A. That is right. 

Q. For a certain consideration?—A. Yes. 

Q. We will get the full financial set-up of those various set-ups subse- 
quently to this——A. That is right. 

@. —and a commentary on the organization? 


Mr. IustEy: 1929 is the year? 
The Witness: 1925, the first. 
Mr. SoMMrERvILLE: Then, four years later, a change was made? 


The Wirness: Simpson’s Limited (1925) was incorporated in 1925 to 
acquire the common stock of the Robert Simpson Company Limited, which up 
to that time was the controlling company of the Simpson organization. Simp- 
son’s Limited (1929) was incorporated in 1929 and acquired the assets of 
Simpson’s Limited (1925) which was wound up at that time. 
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By Mr. Sommerville: 

Q. Simpson’s Limited (1929) replaced Simpson’s Limited (1925) ?—A. Yes. 

Q. Simpson’s (1925) passed out of the picture?—A. Yes. 

Q. Briefly at this point, perhaps one could indicate that, just as it will be 
developed by the financial set-up later, Simpson’s (1925) distributed some 
$5,000,000 among its shareholders?—A. Yes. 

Q. And still retained all the common shares of Simpson’s?—A. Of the 
Robert Simpson Company. 

Q. The operating company?—A. Yes. 

Mr. Factor: What do you mean; did they distribute the profit, surplus? 

Mr. Sommervitte: No. Perhaps you had better describe it—I think we 
had better leave it until we come to the financial structure, but the situation 
was that the common shareholders— 

The Witness: Simpson’s Limited (1925) bought the shares of the com- 
mon shareholders of the Robert Simpson Company. 


By Mr. Sommerville: 

Q. And paid them for those shares $5,000,000?7—A. That is right, yes. 

Q. And paid for, also, all the shares in Simpson’s (1925)?—A. Yes. 

Q. So that these shareholders of the 1925 company owned all the shares 
of the 1925 company?—A. Yes. 

Q. And had as well $5,000,000 cash?—A. Yes. 

Q. As the owners of all the shares of the 1925 company, they owned all the 
common stock of the parent operating company?—A. That is right. 

Q. They paid out $5,000,000 in cash and still retained the entire ownership 
of all the common stock of the operating company?—A. Yes, that is right. 


By Mr. Factor: 

Q. Did they get share for share in addition to the cash?—A. Three shares 
for one in the new company, 33,500 shares of common stock of the Robert 
Simpson Company outstanding, and there were 100,000 shares of Simpson’s 
Limited (1925) issued on the basis of three for one. 

Mr. Hears: How many shareholders were there? 


By Mr. Sommerville: 

Q. We will give you all the details as we go into the financial structure. The 
1929 company was incorporated and it bought the shares of the 1925 company? 
A, pat 16, ght, 

_ Q. And these assets consisted of all the common stock of the parent com- 
pany?—A. That is right. 

Q. That is, all the assets that they had, plus some money that they had 
advanced?—-A. To the operating company. 

Q. And the consideration for the purchase which they paid to Simpson’s 
Limited, 1925, was a sum of how much?—A. They gave them the bonds and 
shares of Simpson’s Limited, 1929, which were sold to underwriters. 


By the Chairman: 
Q. For how much?—A. Twenty million dollars. 


By Mr. Factor: 

Q. Would you mind developing that last a bit, $20,000,000 they gave to 
whom, the shareholders?—A. In 1929 Simpson’s Limited of 1925 sold all of his 
assets, with the exception of cash on deposit for sinking fund purposes which is 
described later, to a new company, Simpson’s: Limited, 1929, for: $10,000,000 of 
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6 per cent first mortgage bonds; $10,000,000 of 64 per cent preference shares; 
and 120,000 class B shares of no par value; there were also 120,000 class A 
shares. The first three items which I have given were sold by the underwriters 
for a total sum of $20,000,000. 


By Mr. Sommerville: 

Q. And Simpson’s Limited, 1929, got $20,000,000?—A. That is right. 

Q. And distributed that $20, 000, 000 in a certain manner?—A. Yes. 

Q. And of the $20,000,000 which they then distributed some $10,000,000 
went to the shareholders?—A. That is right, to the majority shareholders. 

Q. To the majority shareholders of Simpson’s 1925 company?—A. That is 
right. 

By the Chairman: 

Q. Now, the result of that, Mr. Adamson, if I gather the picture is that in 
these various manipulations and this reconstruction process of the sale of the 
1925 company to the 1929 company, there was actually taken out the sum of 
about fifteen million dollars?—A. That is right. 

@. That would be what might be termed in common parlance, winnings of 
the Mercantile Company which were distributed. 

Mr. Heaps: Were not these shares subscribed for by the public? 

Mr. SOMMERVILLE: We will come to that. We want to catch the simple pic- 
ture first, then we will develop it as it is developed in the statement. 

Mr. Factor: I cannot understand the assumption that the Chairman makes, 
that it is taken out of winnings. 

The CHAIRMAN: It is. 


By Mr. Sommerville: 

Q. I am sure that as the situation is developed from the statements we will 
get the complete picture as to what the situation was when Simpson Limited, 
1929, acquired all the assets of the 1925 company?—A. That is right. 

Q. And the 1925 company went out of existence?—-A. Yes. 

Q. And when at went out of existence the majority shareholders of the old 
company distributed among them approximately ten million dollars?—A. Yes. 

@. And the minority shareholders of that company received shares instead 
of cash?—A. Shares in the new company. 

Q. So that the majority shareholders passed out of the picture and the 
minority shareholders came into control of the new company?—A. That is right, 
the Class A shares were distributed to the minority interest. 

Q. Yes, it was a means of buying out the majority interest of the Robert 
Simpson Company. 


By Mr. Factor: 


Q. Were the assets of the 1925 company appreciated to the extent of that 
20 million dollars; is that the story?—A. I think that could be more easily 
explained as we go along, there is a complete memorandum on it. 


By the Chairman: 

Q. Would it suffice for the moment to say that the funds necessary to pay 
these large sums were taken out of the bonds sold?—A. That is right, yes. 
Bonds and stocks. 

Q. Based upon the stock value, which in turn was based upon the assets. 
of the Robert Simpson Company. 

Mr. Senn: Does that apply to the five million as well as to the ten? 

The CHatrMAN: It applies to both. 
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By Mr. Sommerville: 


Q. In other words, the monies obtained by Simpsons Limited, 1925, were 
obtained from the public?—A. Yes, through the sale of bonds. 

Q. The only security behind those bonds were the common shares?—A. 
In the Robert Simpson Company. 

Q. The operating company?—A. That is right. 

Q. In other words, it was not the ordinary course of bond mortgage issue 
on real estate and fixed assets?—A. No. 

Q. It was a bond issue by a company which company owned nothing but 
common shares in another company?—A. That is right. 

Q. And the common shares owned by that 1925 company were subject to 
outstanding senior obligations of the operating company?—A. Yes. 

Q. Already subject to mortgage bonds and preference shares?—A. That is 
right. 

Q. That were outstanding at that time in the operating company and are 
still outstanding?—A.. Yes. 

Q. So that the first financing of the 1925 company was done by the sale of 
these bonds to the public upon the basis of? -A. The security of these common 
shares. 

Mr. Insuey: The only effect of that is that the first mortgage on the shares 
was in fact a second mortgage on the real asset; that is the effect of that, is it 
not? 
Mr. SomMMERVILLE: Not even that, because you have a first mortgage on the 
assets in the way of bonds. 

Mr. Iustny: Of the operating company. 


Mr. SOMMERVILLE: Then you had the preference shares of the operating 
company, then you had your common shares which took third position, and now 
you have a mortgage upon that third position. 

Mr. Insuey: In a sense a third mortgage on the real assets. 

Mr. SommervitteE: And subsequently the sale of these securities of 20 
million, that have been referred to the public provided the money is necessary 
to finance the distribution and the elimination of the majority shareholders? 

The Witness: Yes. 

Mr. SomMMERVILLE: Now we will come to who they were and what they got. 

Mr. Factor: What was this five million used for when the first company was 
formed in 1925? 

The Witness: It was paid to the common shareholders of the Robert Simp- 
son Company. 

The CuHarrMAN: Will you pardon me if I interrupt, Mr. Factor: in your 
description of the financial set-up all this information will be given? 

The Witness: That is all dealt with in detail. 


By Mr. Sommerville: 


Q. Now, will you just proceed with the statement showing the history and 
development of the company?—A. On statement No. 2 is shown the details of 
the incorporation of the various companies, their capital, bonded indebtedness 
and the names of the directors, etc. 

Q. That would be dealt with late, would it not? 


Mr. Jounson: I understand the statements are on their way here now and 
will be available presently. 

The CHarrMANn: We are just waiting for them to arrive so that the members 
of the committee will have copies of these statements before them. 
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Mr. SoMMERVILLE: Then we will refer to that again. 


The Witness: Then, as to the growth of the business: on statement No. 3 
is shown a chronological table indicating the extension of the business from 
1872 to the present time. 


“TORONTO STORE 


The Robert Simpson Company, Limited, had it origin in a store founded by 
the late Mr. Robert Simpson in 1872. This store was located on Yonge street, 
just south of Queen street and during the next quarter century it expanded until 
it occupied a relatively large building at the corner of Queen and Yonge streets. 

The business of Robert Simpson was not incorporated until 1896 when 
The Robert Simpson Company, Limited was incorporated with an authorized 
capital of $500,000. Two years later in 1898 the 1,375 issued shares of this Com- 
pany were purchased by the late Mr. H. H. Fudger, Sir Joseph Flavelle and Mr. 
A. E. Ames. 

On Statement No. 4 is submitted a plan of the area now occupied by the 
Toronto Store and from it the expansion of the past forty years can be judged 
pat pte particularly the extensions of 1900, 1908, 1912, 1923 and 1929 can be 

ollowed.” 


By Mr. Sommerville: 


Q. 1375 shares?—A. That was the total issue of capital at that time. 

(. That is what the original three owners of the Robert Simpson Company 
Limited got?—A. Yes. 

Q. And the subsequent history of the company will show in what manner 
the 1375 shares grew?—A. That is right, yes. 

Q. And they amounted to 33,500 in 1925?—A. Yes. 

Q. And just at this time could you tell us what was paid for the 1375 
shares?—A. I could not tell you what was paid, because it was a transaction 
between the new owners and the old owner of the business, it is not a company 
transaction. 

@. Then you do not know the amount of the investment made by these 
three gentlemen in the business?—A. No. Dealing with the mail order section 
of the business; 

“The mail order business was commenced as a store service. The first 
catalogue was issued in 1894 and by 1914 the business had grown large enough 
to require a separate building for it and it was therefore transferred to a ware- 
house on Front Street. In 1916 it was moved to the new Mutual Street Build- 
ing which was built primarily for that purpose. 

In 1915 The Robert Simpson Western Limited was incorporated to handle 
the mail order business in Western Canada and a warehouse was erected in 
Regina. In 1919 The Robert Simpson Eastern Limited was incorporated and a 
building erected in Halifax to take care of the mail order business in the Mari- 
time Provinces. Retail departments are operated by the various mail order 
branches at Toronto, Regina and Halifax. In 1925 the Toronto Mail Order 
Division, formerly owned by the Toronto Store, was transferred to The Robert 
Simpson Eastern Limited. 


MONTREAL STORE 


In 1904 The Robert Simpson Company Limited secured control of The 
John Murphy Company Limited which operated a department store in Mont- 
real. In 1929 the name of this Company was changed to “The Robert Simpson 
Montreal Limited” and in 1930 a new building was erected. 

All of the capital of which was found by the Robert Simpson Company. — 

Q. The operating company?—A. Yes. 
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Dealing with factories:— 


“The largest factory of the Simpson organization is that known as Keens 
Manufacturing Company Limited, which manufactures ladies’ dresses for the 
Mail Order Division. This Company was purchased by The Robert Simpson 
Company Limited in 1913 and is situated in the Mutual Street Building. All 
the other factories and workrooms are comparatively small and most of them 
are operated as departments of the Toronto Store. 

On Statement No. 5 is shown the centres at which business is conducted 
by the various companies of the organization. The locations of the various 
order offices and points from which agents transact business are shown on this 
statement. The business obtained by these order offices and agents represents 
only a small portion of the total volume.” 

Q. The places at which businesses are located in Ontario, retail stores, are—? 
_-A. Toronto and Montreal, and at Regina and Halifax retail sections of the 
mail order business are operated. 

Q. Yes, order offices are established where?—A. In Ontario at New Toronto, 
Oshawa and Brampton; these are suburban offices, the company refers to these 
as suburban offices. Other order offices are at Barry, Brockville, Hamilton, 
Kirkland Lake, Owen Sound, Peterborough, Rouyn, Timmins and Trenton. 

Q. These order offices are places where orders may be given?—A. That is 
right, sir. 

Q. And there are no large premises maintained, or no stocks on hand?— 
A. In some of them they have small stocks. 

Q. At the order offices?—A. Yes. 


By the Chairman: 


Q. They are not retail stores?—A. No. 

Q. Quite so?—A. Most of them have only samples on hand, 

There are in addition to these order offices what are known as merchant 
agents, who are paid a commission for the business which they transact for the 
company. 

Q. This is a development which is peculiar to the Simpson Company, is it 
not; the merchant agent?—A. Yes. 

Q. In these cases you have merchant agents, and these merchant agents 
are paid a commission?—A. Yes. 

Q. The stock of goods is provided for them?—A. It is a consignment stock. 

Q. A consignment stock, and the merchant agent handles the stock and 
pays all the expenses and does all the collecting?—A. The company itself is 
responsible for collections, although in the case of credit sales the agent makes 
in the event of loss the company stands the loss. 

Q. And the company allow the agent a commission?—A. Yes. 

Q. Do you remember the amount of the commission?—A. It varies in 
various places and on various goods, but it averages about 15 per cent. 


By Mr. Senn: 
Q. Is this on all lines of goods? —A. On heavy goods. 


By Mr, Sommerville: 
Q. And the company therefore allow the agent 15 per cent of this com- 
mission on which to transact business, and that is the limit of the profit he 


makes on any transaction?—A. Yes. 
Q. That is their measure of the cost of operating these businesses when 


they supply the stock?—A. Yes. 
Q. And they assume the risk of loss in collection?—A. Yes. 
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Mr. Factor: A pretty good profit, isn’t it, the merchant gets 15 per cent. 
Mr. SOMMERVILLE: But the merchant has to pay all wages, rents, taxes 
and charges of all kinds. ) 
The Witness: They are usually merchants who are in business for them- 
selves. 
By Mr. Sommerville: 


Q. But they have the stock provided then?—A. By the Simpson Company. 

Q. And these merchant agents are at— -—A. In Ontario: Ansonville, 
Brockville, Belleville, Brampton, Brantford, Burlington, Chatham, Cochrane, 
Englehart, Haileybury, Ingersell, Kapuskasing Kingston Kitchener, New 
Toronto, Oshawa, Port Hope, St. Catharines, St. Thomas, Smooth Rock Falls, 
Sudbury, Tweed, Whitby; in Saskatchewan: at Avonlea, Estevan, Millville, 
Moose Jaw, North Battleford, Prince Albert, Saskatoon, Swift Current, Wey- 
burn, Wynward, Yorkton. 


By Mr. Heaps: 
Q. Do they keep much stock at these places?—A. It varies with different 
places. 
Q. Have you any idea as to the quantity?—A. It runs from $4,000 to 


$15,000. 
By Mr. Senn: 

Q. In a place like the city of Brantford, which is a fairly large centre, 
would they only have one agent or a number?—A. I can give you that infor- 
mation in just a minute. 

Mr. SOMMERVILLE: You gave us the province of Saskatchewan. 

Mr. Heaps: JI notice that Weyburn is there. 

Mr. SOMMERVILLE: Yes. 

The Witness: I find that at Brantford there is only one agent. 

Mr. SENN: I was just mentioning Brantford as an example, as a rule there 
is just one agent at one centre. 


The Witness: Yes. There may be several agents working out of the order 
offices in the different places. 


By Mr. Sommerville: 
Q. And the mail order houses are at?—A. Toronto, Regina and Halifax. 


By Mr. Factor: 


Q. Have you anywhere the percentages of the volume of business done 
respectively by the mail order houses and the retail stores; also the order 
offices and the merchant agents?—-A. There are statements showing that. 

Q. Because you say in your statement here that order offices and agents 
represent only a small proportion of the total volume?—A. There is a state- 
ment on that. 


By Mr. Sommerville: 


Q. Yes?—A. Dealing now with the comparative statement of the annual 
sales from 1915 to 1933 inclusive. 

“The growth of the business in the last twenty years is indicated on the 
comparative statement of sales from 1914 to 1933 inclusive (Statement No. 6). 
This statement shows the sales by divisions and in total. In 1914, the total 
sales were approximately $14,000,000 but by 1929 they had increased to 
$48,000,000—the total volume in 1933 was $37,500,000. The mail order sales 
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(which are included in the total volume referred to above) reached a peak of 
~ $14,300,000 in 1920 and in the subsequent eight years fluctuated between 
$11,500,000 and $13,700,000. Since 1929 the mail order sales volume has been 
decreasing more rapidly than that of the retail stores and in 1933 was $7,000,000. 
The retail departments of the Mail Order Companies, however, show substan- 
tial growth from year to year, having increased from $1,154,000 in 1929 to 
$2 042,000 in 1933. The Montreal business has also been steadily increasing 
and in the past year sales were approximately $5,000,000.” 


By Mr. Factor: 


Q. What do you mean by the retail department of the mail order company? 
__A. In both Toronto, Regina and Halifax there is a retail salesroom in con- 
nection with the mail order business. 


By Mr. Sommerville: 
Q. And in the mail order building?—A. In the mail order building. 


By Mr, Factor: 


Q. Do you mean that I can go to the mail order building and buy retail 
there, the same as from the mail order catalogue?—A. Anybody can go in 
there. 


Mr. Youne: Anybody can go right in and buy in the store. 
Mr. Senn: Is not that for the convenience of out of town customers? 
The Witness: Anybody can go in there. 


By Mr. Heaps: 
Q. Do they have a display of goods there?—A. Yes. 


By Mr. Factor: 

Q. What would be the advantage of a Toronto resident in going to the 
retail department of the mail order house and ordering from the catalogue; 
what would be the advantage?—A. I could not say; except that he may have 
lived in the country and be used to buying from the mail order catalogue. 


By Mr. Kennedy (Peace River): 
Q. Would it take less time to sell him in that manner, he would know 
exactly what he wanted?—A. I could not say as to that. 


By Mr. Young: 
Q. It is like an ordinary department store?—A. The retail volume through 
the mail order division in Toronto is very small. 
Q. You do not need a catalogue to buy in those stores?—A. No. 
Q. You can go in and buy over the counter the same as anywhere else? 
—A. Yes. 


By Mr. Kennedy (Peace River) : 
Q. And the price is the same?—A. Yes. 


By Mr. Sommerville: 
Q. Yes?—A. Dealing now with a comparison of the number of employees: 
“Records of the numbers of employees of the organization are not available 
prior to 1926. The following is a summary of the average number of persons 
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employed by the whole organization in the month of October during each of — 
the past eight years along with the comparable figures for the Toronto units:— 


Total employees Employees of Toronto units 
TOL0 ta ane, step Rohs <b Tareas savin orate tie ae 4,967 ° 3,897 
VORP ICUHS . SOUS op ee LOM OLE POUR ee 5,228 4,071 
LOPS eG E itr OOO SEER LM < pest. Batealonar. 5,880 4,602 
LS 4? AGS Spa PE SRT LS 8 SPT ve ened tia ares 6,700 5,464 
POSOP IA SRE ae Eee, SEE BL eaeare 6,433 5,129 
10S1tt AME BOSS Se aerAnnewrs tae 6,365 4,947 
193734 )c  Macits.. Poesia We A tee arceedaigts fea 6,120 4,662 
19335, ss A 6,228 4,650 


By Mr. Factor: 
Q. Apparently they have not reduced the number of employees to any 
appreciable extent since 1930?—A. Not very greatly. 


By Mr. Sommerville: 

Q. About ten per cent?—A. The business of some units of organization has 
been increasing, and for that reason they do not show a reduction in the number 
of employees. 

Mr. Iustzey: It is not ten per cent. 

Mr. SoMMERVILLE: I beg your pardon, I was not looking at the total I 
was looking at the Toronto units. 

The Witness: The Toronto units have been reduced from 5,129 in 1930, - 
to 4,650 in 1933. | ees 


“Merchandise Transactions—A comparison of the merchandise transac- 
tions and the average value of these transactions for the whole selling organiza- 
tion (exclusive of Toronto resultant transactions) for the past six years (the 
-only period for which these records are available) is as follows:— 


Merchandise Average 
transactions transaction value 

DOD Bes bids ECTS) 1S sail cnaptkanel bd toma tua owe 18,515,967 $2 60 

re 2 SP COL EI ton ad ecetoa tt’ can Ao 20,661,965 2 54 

TSO" Gio Weeks) Silty. Shes epes co. tk 19,608,179 coe 

LS)» (53/ weeles).: MOS IO. a). Aes 20,855,906 2 34 

1082. 448 ameekalia cana soree Shieh les 19,924,541 1 94 

1933 (52 weeks).. 22,922,931 1 80 


While the sales volume in dollars is not as great as two or three years ago 
the number of merchandise transactions shows an increase. The average trans- 
action value has been reduced from $2.60 in 1928 to $1.80 in 1933.” 

Q. Now then, just before leaving that memorandum of developments, the 
retail sales have increased from a total of $9,534,000 in 1915, to a total of 
$30,430,000 in 1933?—A. In 1933. 


By Mr. Heaps: 
Q. What was the retail in that year?—A. In the retail? 
Q. Yes?—A. In 1929 it reached $35,500,000, in 1931 it reached the peak of 
$35,000,000. 


By Mr. Sommerville: 


Q. And then it dropped to twenty-eight million, and up again to thirty 
million. Now then, in the mail order division the sales increased from J anuary 
of 1915?—A. From $4,500,000 to a peak of $13,668,000 in 1928, and down to 
$7,095,000 in 1933. 


By Mr. Factor: 


Q. So that the mail order business since 1928 has been gradually decreas- 
ing?—A. Yes. 
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By Mr. Ilsley: 


 Q. The most significant thing I should think is the drop between about 
1920 and the present time; they are only doing about 50 per cent of the mail 
order business now that they were doing there; is that right?—A. That is right, 
yes. 
By Mr. Sommerville: 


Q. But the total sales, both retail and mail order, in 1915 were $14,081,000, 
~ and they have increased to a peak of $48,196,000 in 1929?—A. Yes. 

Q. And for last year they were—?—A. $37,526,419. 

Q. And the total sales for both mail order and retail stores for that 20 
year period amounted to—?—A. $696 346,137. 


By Mr. Factor: 


Q. That is the part of the business reflected by the retail stores?7—A. That 
is right, yes. There were only some of those statements printed. 

Q. Have you any more of those, or have we got them all?—A. There are 
printed copies of it, sir. 


The CuarrMan: Where are they? 
The Witness: There is no No. 10. 


By Mr. Sommerville: 


Q. They are sorting the printed statement on the capital structure, and it 
will be up here in a few minutes. Now then, dealing with the memorandum 
regarding the capital structure and the bond issue, will you present that memo- 
randum? 


THE ROBERT SIMPSON COMPANY LIMITED 
AND SIMPSONS LIMITED 


MEMORANDUM REGARDING CAPITAL AND BOND ISSUES 


The initial authorized capital of The Robert Simpson Company Limited 
incorporated in 1896 consisted of 5,000 shares of a par value of $100 per share— 
$500,000. The entire capital issued to 1898 (1,375 shares) was acquired at that 
time by the late Mr. H. H. Fudger, Sir Joseph Flavelle and Mr. A. E. Ames. 
On Statement No. 7 is detailed the various additional issues up to 1917 when the 
outstanding capital consisted of :— 


33,500 6 p.c. Preference Shares.............--- $493 23505000 
33,500 Common Shares.........-.++seeeeeeee 3,350 ,000 


Of these shares 5,000 preferred shares and 26,033 common shares were 
issued as stock dividends. Since 1918 there has been no change in the capital 
structure of The Robert Simpson Company Limited. While most of the prefer- 
ence shares were issued to the public the common shares were held very closely 
and continued to be so held until 1925 when Simpsons Limited (1925) was 
incorporated to acquire these common shares. 


In 1912 an issue of £462,500 ($2,250,833) 5 p.c. first mortgage bonds was 
sold to the public. This was the only issue of bonds of The Robert Simpson 
Company Limited and $1,375,222.66 of these bonds were still outstanding at 
3rd January, 1934. 


At 4th February, 1925 (at the time of the incorporation of Simpsons Limited 
(1925) ), the outstanding bonds and shares of The Robert Simpson Company 
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Limited (exclusive of certain mortgages and bonds of subsidiary companies 
zotalling $698,166) were as follows:— 


5 p.c. First Mortgage Bonds.................. $ 1,852,059 
6 p:c. Preferetice Shares: 2. Aaa Yan. 8 3,390 ,000 
COMM OD.SUATCS. i. .% AA ver eal se € GRAN Leta e 3,390 ,000 


At that date, undistributed surpluses of the Company and its subsidiaries 
amounted to $4,752,743 equal to $142 per common share outstanding. 


SIMPSONS LIMITED—(1925) 


This Company was incorporated on 3rd March, 1925, and under an agree- 
ment dated 11th March, 1925, acquired all the outstanding common shares of 
The Robert Simpson Company Limited (33,500 shares with a par value of $100 
each). It entered into no agreement with the latter Company—its dealings at 
this time were only with the holders of the common shares. 


The consideration paid by Simpsons Limited to the former common share- 
holders of The Robert Simpson Company Limited was as follows:— 


Cash—$150 per share nex cout. od. gee ated $ 5,025,000 
100,000 no par value shares in Simpsons Limited 

(1925) on the basis of three for each one 

formerly held—nominal value............. 3,000 ,000 


$ 8,375,000 


The cash was obtained by the sale of the Company’s bonds, the details being :— 


$5,600,000 63 p.c. Sinking Fund Collateral Trust Gold Bonds, 

_ due Ist May, 1945. Secured by a specific first charge on 

the above mentioned common shares of The Robert 
Simpson Company Limited 


These bonds were sold to underwriters at 90. 


The balance sheet of Simpsons Limited (1925) as a corporation at the time 
of its organization is shown on Statement No. 8. 


As indicated above the former shareholders of The Robert Simpson Company 
Limited as a body received, in addition to the cash consideration, 100,000 shares 
of Simpsons Limited for their 33,500 shares (approximately 3 shares for 1). 
The Company’s officials state that some of these 100,000 shares were sold or 
donated by the former shareholders to department managers and other employ- 
ees. The prospectus for the bond issue made at this time states:-— 


“One of the primary purposes of this issue is to afford an opportunity 
for officers and department managers of the Company to secure a more 
important shareholding interest in the business. Simpsons Limited will 
comprise among its shareholders not only the present holders of common 
shares of The Robert Simpson Company Limited but also a number of the © 
chief executives and managers of that Company.” 


The Secretary of the Company states that, as a result of these 
transfers by the former shareholders from 1925 on, no single individual had 
control of the Company. It will be noted that at this time the organization of 
the holding company did not directly affect The Robert Simpson Company 
Limited. There was an indirect effect, however, as the holding company could 
only pay its bond interest and sinking fund payments, amounting in the aggre- 
gate to $500,000 per annum, by dividends from the operating company, or at 
the rate of $15 per year on the 33,500 common shares of the latter company. 
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In 1928, funds were required for the Bay Street Extension to the Toronto 
Store. While this store was owned and operated by The Robert Simpson Com- 
pany Limited, the financing was done by Simpsons Limited through an issue of 
$4 000,000 6 p.c. Cumulative Preference Shares, redeemable at 105. ‘These 
shares were offered to the public at $100 per share. The total commissions and 
expenses in connection with this issue amounting to $170,934.20 were paid by 
The Robert Simpson Company Limited. 


In February 1929 an additional issue of $3 000,000 of its 6 p.c. Cumulative 
Redeemable Preference shares was made by Simpsons Limited (1925) primarily 
for the construction of a new store in Montreal (the property of the John Murphy 
Company Limited, a company wholly owned by and conducting the Montreal 
business of The Robert Simpson Company Limited). This issue was also offered 
to the public at $100 per share and four months later it was redeemed at 105. 
Commission and expenses of this issue amounting to $121,255 were also paid by 
The Robert Simpson Company Limited. 


In June, 1929, Simpsons Limited (1925) sold all its assets (with the exception 
of cash on deposit for sinking fund purposes) to a new company, Simpsons 
Limited (1929) for the following securities of that company :— 


$10,000 ,000 6 p.c. Ist Mortgage Bonds 

$10,000,000 64 p.c. Preference Shares 
120,000 Class “‘A”’ shares of no par value 
120,000 Class ““B” shares of no par value. 


All the above, with the exception of the Class “‘A’”’ shares. were then sold to 
underwriters for $20,000,000. Statement No. 9 shows that the proceeds from 
this sale, together with other funds available, were used in redeeming the bonds 
and preference shares outstanding of Simpsons Limited (1925), etc., and that 
the balance, $10,548,450, was distributed to the holders of 70,323 shares of the 
common stock of Simpsons Limited (1925) (on the basis of $150 per share). 
The holders of the remaining 29,677 shares received three shares of. Simpsons 
Limited (1929) for each share of Simpsons Limited (1925) formerly held. 


SIMPSONS LIMITED (1929) 


This Company was incorporated on 22nd June, 1929, and as already stated, 
under an agreement dated 9th July, 1929, purchased from Simpsons Limited 
(1925) its holdings of the Common Shares of The Robert Simpson Company - 
Limited and an advance made by it to the latter Company for construction 
purposes amounting to $4 600,829.13. The consideration for this was outlined 
above. 


The securities so transferred to Simpsons Limited (1925) with the exception 
of the 120,000 Class ‘‘A”’ shares, were sold by it to underwriters for $20,000,000 
(the par value of the bonds and preference shares)—the bonds were offered to the 
public at par. The preference shares were also offered at par but with a bonus 
of one share of the Class ‘“B’’ stock with each five shares of Preferred and 20,000 
of the Class ““B” shares were required for this bonusing. The remaining 100,000 
Class “B” shares represent the consideration received by the underwriters. 
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INVESTMENT IN THE SHARES OF THE ROBERT SIMPSON COMPANY LIMITED 


As shown on Statement No. 10 the common shares of The Robert Simpson Company Lim- 
ited were taken on the books of Simpsons Limited (1929) at the net book value of the 
SLE se Eee Sere ae ee ree he th A ARUN ws nine ee $20, 460,485 09 


Simpsons Limited (1925) had carried these same shares at a book value of (Statement No.8) 8,375,000 00 


Increase in book value of these shares. ...............0.cccscsseecceucceceecccececcsecece. $12,085,485 09 


Earnings of The Robert Simpson Company Limited and its subsidiaries between 4th 
February, 1925, and 26th June, 1929, in excess of dividends paid during that period 


ACcoUMBe for yg we Salada seiste'ah Pate ic Waite Reka DRALI SD Ath Ria he Ogle aa 3,708,592 68 
APOC DEG aie I cee Ek Bl wed gen be PAT Ml Ee ee eee ae ee ‘Jone Ao eam $ 8,376,892 41 


Represented by— 
Appreciation in the values of the fixed assets as a result of two appraisals— 


(1) In 1925 when the fixed assets were written up in the 
books of the Constituent Companies by......... $ 2,816,850 03 


(Notr.—The appraisal in 1925 showed appre- 
ciation of $6,041,966.24 of which, however, 
only $2,816,850.03 was set up on the books of the 
Constituent Companies. This appreciations, 
however, was not reflected in the value assigned 
to the investment in the shares of The Robert 
Simpson Company Limited in the books of 
Simpsons Limited.) 


(2) In 1929 when the net book value of the assets was 


increased by appraisal appreciation Of.............0eccce00055. 5,903,850 09 
TotallAy., sn. ees te cee, as ee ORR $ 8,720,700 12 


Lzss: 


(1) Balance of commissions and expenses in connection 
with issue of preference shares of Simpsons Lim- 
ited. (1925), eter: written offs oe Oe. odiae nice dn, $ 124,694 34 


(2) Difference between the value at which the shares 
of The Robert Simpson Company Limited was 
carried in the books of Simpsons Limited (1925) 
and the net tangible value of these assets (before 
appreciation of fixed assets) at 4th February, 
LOZ O SP Oe. ee ee, ee eee A 219,113 37 
2 —_——_—__ 343,807 71 
So 18) 36, 802-41 


Lanps, Burtpines and EquipMENT ACCUIRED FROM CONSTITUENT COMPANIES 


Shortly after incorporation Simpsons Limited (1929) purchased certain of 
the lands, buildings and equipment of its constituent companies at their appraised 
value. As shown on Statement No. 10 the lands and buildings taken over at 
26th June, 1929, had a book value of $10,778,859.32. Against this the debt of 
The Robert Simpson Company Limited to Simpsons Limited (1925) of $4,600,- 
829.13 referred to previously (which Simpsons Limited (1929) had taken over) 
was applied and the balance of $6,178,030.19 is shown on the Balance Sheet at. 
that date as “Owing to Subsidiary Companies re properties transferred” (State- 
ment No. 10). In the following year. other properties having a book value of 
$1,808,311.70 were similarly transferred to Simpsons Limited (1929). This 
debt had to 3rd January, 1934, only been repaid to the extent of $2,475,498.45 
and at that date the amount still owing in respect of these transfers was 
$5,510,843.44. 


Simpsons Limited (1929) pays no interest on this debt to the constituent 
Companies, but the latter pay rentals to Simpsons Limited for the properties 
transferred. These rentals are at present $1,312,000 per year, or approximately 
10 p.c. of the appraised values of the properties taken over. The operating 
companies also pay all taxes, ground rents, insurance and repairs on these 
leased properties. Depreciation provided on these properties by Simpsons. 
Limited in 1933 amounted to $178,221, which is on the basis of 2 p.c. of the 
appraised values of the buildings and equipment. Deducting the depreciation 
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from the rental charge the net rental income to Simpsons Limited in 1933 is 
$1,133,779. If maximum depreciation rates allowed by the Federal Income 
Tax Department had been provided on these appraised values, the net income 
would have been reduced by approximately $200,000 or to $933,779. 

This net rental is more than the interest charges on the funds actually 
contributed to the operating companies by Simpsons Limited (which as indicated 
later totalled approximately $7,700,000) and as a result the earnings of the 
operating companies are reduced and those of Simpsons Limited are correspond- 
ingly increased. Considering the organization as a whole, however, these property 
rentals do not affect the earnings, being eliminated in the consolidated statements. 


DIsPosITION OF FuNnps RAISED BY Simpsons LIMITED 


Simpsons Limited (1929) has contributed $7 ,695,637 directly to the oper- 
ating companies; it has also paid approximately twice this amount to the 
former shareholders of The Robert Simpson Company Limited as shown in the 
following :— 


Contributions to Operating Companies:— 


Cash—advances by its predecessor, Simpsons Limited (1925) to The 
Robert Simpson Company Limited and applied against properties 


transferred < (ai (00.0 4... WATS A STECS SORT IS AAAS ads. et ee $ 4,600, 829 
Cash—payments on account of properties transferred............+++++++ 2,475,498 
Lands purchased and buildings constructed—(Mutual Street addition)... 619, 310 
Cash paid to former shareholders of The Robert Simpson Company Limited :-— 
5h peas eect HARE EP SEM T S F EIS LCC eka geht ar at Pod $ 5, 025, 000 
In 1929 (through the winding-up of Simpsons Liniited! (1925) Fs... oe 10, 548, 450 
——_—_—— 15,573,450 
$ 23,269,087 


The funds for these purposes were raised largely from the sale of its bonds 
and preference shares. As explained previously, its Class ‘“‘A”’ shares were given 
to those former shareholders who still retained an interest in the business, and 
its Class “‘B” shares went to the underwriters of the other issues. Because of 
the various types of issues made, the income required from the operating com- 
panies for interest and dividends varies according to what dividends are de- 
clared. 

At present no dividends are being paid on the preference shares of Simpsons 
Limited; in order to pay these dividends together with bona interest, income 
taxes, etc., it is necessary for the constituent companies to earn in addition to 
depreciation, interest charges on the bonds and dividends on the preference 
shares of The Robert Simpson Company Limited, still outstanding, approxi- 
niaioly. tr the wate Aneto. Wasilla SREY et $ 1,500,600 

: Interest at 64 p.c. (the dividend rate on the pre- 
ferred shares) on the contributions made by 
Simpsons Limited to the operating Com- 
panies would amount to approximately... 500 ,000 


Balance, approximately.......---+++++eerrees $ 1,000,000 


which represents the approximate amount of interest charges on the securities 
issued in order to provide the funds paid to former Common shareholders of 
The Robert Simpson Company Limited and of Simpsons Limited (1925). 

The basis of charging rent to merchandising and other departments (cover- 
ing interest and depreciation) by the various operating Companies has not been 
affected by these capital reorganizations. The actual charges have increased 
only proportionately to the cost of additional buildings constructed and equip- 
ment used. 
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COMPARATIVE CONSOLIDATED BALANCE SHEETS 


On Statement No. 11 are shown the assets and liabilities in consolidated 
form of the Simpson organization for the nine years 4th February, 1925, to 3rd 
January, 1934. 

The increase in the total assets during the nine years (Lands, Buildings and 
Equipment being included at their depreciated values) is:— 


At 4th At 3rd 
February, January, Increase 
1925 1934 
Totals'per Balanee Sheéterni Gilly LU. UR A Bite. $ 19,802,873 $ 35,137,603 $ 15,334,730 
Less: Appreciation of Fixed Assets included therein Pe a Se 2,816, 850 8,720, 700 5, 903, 850 
Total Value of Assets, exclusive of appreciation.................% 16,986,023 $ 26,416,903 $ 9,430,880 


and is due to an increase of $2,213,451 in the current assets and to the large 
investment which the companies have made in additional buildings, the chief 
of which were :— 
1928-29 Bay Street extension to the Toronto Store 
1930 Central Indoor Parking Garage 
1929-31 New Montreal Store 
1931 Addition to Mutual Street Building, Toronto. 


The capital structure changed considerably during the period, and is sum- 


marized below :— 
At 4th February, 1925 


After the At 3rd 
Before the Formation January, 
Reorgan- of Simpsons 1934 
ization Limited 
(1925) 
Bonds, Mortgages and Preference Shares of operating companies 
in the hands or tie muolie.: 4. oa Weuu e ce e eeee $ 5,900,224 $ 5,900,224 $ 4,725,223 
Common Stock of The Robert Simpson Company Limited..... 3, 350, 000 
Bonds, oL. Sirapsone Largited Ja: 2 Pee St oe owe ee ee meng coe Si te 5, 600, 000 10, 283, 500 
Capital Stock of Simpsons Limited— 
Preferéefice: Sharegt OL JeOCS TO et Pee: ite. Ca ee eet ora tars. soar 11, 250, 000 
Common ODAtes ssasd. sets clhess, teas dures ives aero ke see Te ae te Sole, vom 
Commen Shares, Class “A Gana Class “BY” Shares...uc:¢. eens oe ee eee 5,061, 314 
Balance of Profit and Loss Account........6..0...ccc. cece eee ees SSSORSSEL IO COM YS . 725,819 


$ 14,056,111 $ 16,872,961 $ 32,045,856 


COMPARATIVE STATEMENTS OF PRoFIT AND Loss, Simpsons LIMITED AND 
CONSTITUENT COMPANIES 


Statement No. 12 shows— 

1. The annual earnings, both before and after depreciation, of the organization 
as a whole from the time of the incorporation of Simpsons Limited (1925) 
to 3rd January, 1934. 

2. The charges against these earnings for interest and dividends on the bonds and 
shares of the constituent companies held by the public and for the bond 
interest of the holding company, etc., and— 

3. The net profit or loss of the consolidation. The lower part of the statement 
shows how much of these profits have been paid out in dividends on the 
shares of Simpsons Limited. 


EARNINGS Prior To 1925 

From the time of the incorporation of The Robert Simpson Company 
Limited in 1896 to 1925, the operations of the Company and the subsidiaries 
which it acquired during that period, were very successful—the profits after 
depreciation, bond interest, income taxes, etc., amounting to..... $ 14,429,498 
Dividends in that period were as follows— 
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Preference Shares— 


Pn Ciachse unentiniedk Aline. fade. howe. me $ « 2,122,532 
Common Shares— 
PEEL Gis eee ce ee Rea eee Y $ 4,450,923 
Stock Dividends— 
Preference Shares....... 500 , 000 
Common Shares....... ~ 2,603,300 
7,554 ,223 
9,676,755 
Balance of Surplus Account at 4th February, 1925, the date of the 
incorporation of Simpsons Pamited 1102D)...28 te tH Roy $ 4,752,743 


EARNINGS 1925 ro 1933 INCLUSIVE 


The annual profits of the consolidation, both before and after depreciation, 
(as shown on Statement No. 12), along with the percentages of these earnings 
to the net invested capital (7.e. bonds and shares outstanding less appreciation 
arising from fixed asset appraisals) are summarized below— 


Farnings 
Amount of After Depreciation as pro- 
Year net invested Before Depreciation vided by the Company 
Capital ————— 

Per cent to Per cent to 
Amount net invested Amount net invested 

capital capital 

$ $ % $ % 

GL! Se ee Ue 14, 056, 112 2,541, 652 18-1 2,019, 812 14-4 
O25 ee RA lok fas 14, 580, 269 2,568, 494 17-6 2,025, 374 13-9 
190630. BAH. = 15, 251, 9382 3,168,993 20-8 2,592,313 17-0 
ES BAER Rape ee aoe 16, 147,009 3,425, 222 21-2 2,861, 546 17-7 
ODS Ms we rye con nic 20,905, 851 3,621,975 17°3 3,048, 385 14-6 
AOQOI EM cnt nt. eck 21, 824, 867 3,422, 204 15-7 2,657, 732 12-2 
LOOK eos Be ar: 94,507,271 3, 277, 687 13-4 2,501,012 10-2 
JOST as Soe eye 23,963,971 2,231; 351 9-3 1,605, 095 6-7 
[OZR Siar She. 23, 467, 1383 679,278 2-9 114, 660* 0-5 
LOSS ee. EE 23,325, 156 1,826, 607 7:8 1, 223, 458 5-2 
*Nore:—Depreciation was not provided by the Company for the year 1932. The profits shown 


$114,660 are after deducting $564,618 for depreciation which is the amount provided during 1932 but 
reversed at the year end. 


The percentages of the earnings (after depreciation as provided by the Com- 
pany) to the actual invested capital (2.e. without deduction for capital surpluses 
as was done above) are— 


1924 1925 1926 1927 1928 1929 1930 1931 1932 1933 
12:0% 11-6% 14-3% 15-1% 12:9% 87% 7:5% 4-97% 0:4% 3:8% 


The operations of the various units of the organization will be referred to 
later. The Toronto Store has always provided the greater part of the earnings, 
although in the past four years its earnings have been considerably reduced. 
During this same period, the operations of the Mail Order Divisions have not 
been profitable, due to the very substantial reduction in Mail Order sales volume. 

It will be noted that dividends on the preference shares of The Robert 
Simpson Company Limited have been maintained throughout the period. Divi- 
dends on all the common shares of that Company have been paid to Simpsons 
Limited since early in 1925 so that they do not appear in the consolidated state- 
ment. The net profits available for the shareholders of Simpsons Limited in- 
creased from $876,519 to a peak of $1,645,180 in 1928. In 1932 there was a net 
loss of $177,313, but the following year showed a net profit of $200,903. 
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The dividend record of Simpsons Limited is summarized as follows:— 


Stmpsons Limirep (1925) 


6 p.c. Preference Shares—paid in full from time of issue (1928 and 1929) 
to redemption in June 1929; 


Common Shares paid $2.50 per share in 1925; $4 in 1926; $5.00 in 1927 
and 1928; $1 in 1929. 


Simpsons Limitep (1929) 


63 p.c. Preference Shares—paid in full from time of issue to 1st Febru- 
ary, 1932. No dividends paid since. The dividends on these 
shares are cumulative. 


Class ‘‘A”’ shares—paid at the rate of $2 per share in 1929 and 1930 and 
at $1 per share in 1931. No dividends have been paid since 1931, 
and dividends on these shares are non-cumulative. 


Class ““B” shares—No dividends paid. 


Simpsons Limirep (1925) as a CorpPoraTIon 


Statement No. 13 shows the Profit and Loss of Simpsons Limited (1925) as 
a Corporation, from the time of its incorporation in 1925 to the time of its wind- 
ing up in 1929. The income of this Company was almost entirely derived from 
dividends received on the common shares of The Robert Simpson Company, 
Limited, which it owned. The chief expense was the interest on the $5,600,000: 
bonds which it had issued. 

The rate of dividend declared by The Robert Simpson Company Limited 
on its common shares and, hence, the income of Simpsons Limited, was, within 
wide limits, at the discretion of the directors of the latter Company. At no time 
did the balance of the Profit and Loss Account of this Company exceed $250,000 
in spite of the fact that the Profit and Loss Account of the consolidation had 
increased $3,787,814 since the incorporation of Simpsons Limited. Thus nearly 
all of the earnings of the consolidation not required for bond interest and divi- 
dends was left with the operating companies. 

Oe) 


Simpsons Limirep (1929) as a CorpPorATION 


Statement No. 14 shows the Profit and Loss of Simpsons Limited (1929) 
as a Corporation, from the time of its incorporation in 1929 to 8rd January, 1934. 
The income from this Company is derived from two sources:-— 


(1) Dividends on the common shares of The Robert Simpson Company 
Limited; 

(2) Property rentals on lands and buildings receivable from four of the 
operating companies. Some of these properties have been constructed 
by Simpsons Limited (1929) but the greater part represents buildings 
formerly owned by the operating companies and transferred to Simpsons 
Limited (1929) at the time of its incorporation. The effect of these 
transfers on the operating companies has already been discussed. 


Since 1931 no dividends have been declared on the shares of The Robert 
Simpson Company Limited. 

The largest expense of Simpsons Limited (1929) is the interest on $11,250,000 
bonds issued by it which requires slightly more than $600,000 per year. If 
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dividends are to be paid on the cumulative Preference shares, a further $731,250 
is required, but, as mentioned above, these have not been paid since 1st Feb- 
ruary, 1932. 


Statement No. 12 shows that the earnings of the consolidation, in excess of 

bond interest and dividends paid from the time of incorporation of Simpsons 
Limited (1929) to 3rd January, 1934, amount to $725,819. Simpsons Limited 
(1929) as a corporation, however, has a balance in its own profit and loss account 
of $974,731. Thus the holding company has been withdrawing stightly more 


than the combined earnings of its constituent companies. 


A. Memorandum regarding capital and bond issues. The initial authorized 
capital of The Robert Simpson Company Limited incorporated in 1896 consisted 
of 5,000 shares of a par value of $100 per share—$500,000. The entire capital 
issued to 1898 (1,375 shares) was acquired at that time by the late Mr. H. H. 
Fudger, Sir Joseph Flavelle and Mr. A. E. Ames. On statement No. 7 is detailed 
the various additional issues up to 1917 when the outstanding capital con- 
sisted of :— 

33,500 6 per cent preference shares.. .. .- -- -- $3,350,000 

33,500 Common shares... «+ ++ ee ee ee ee ee ee 3,300,000 


Q. Statement No. 7 is not printed?—A. Yes, it is sir. 

Q. Statement No. 7 is attached to this?—A. Yes. 

Mr. Hears: Of those two statements, have you any idea as to how much 
actual cash was put in the concern? 

The Witness: It is shown on statement No. 7, which is being sorted now. 


By Mr. Sommerville: 


Q. But the original 1,375 shares of common stock— —A. Yes? 

. Q. —was bought by Mr. Fudger, Sir Joseph Flavelle and Mr. Ames?— 
Lest 

Q. At that date was there any preferred stock outstanding?—A. No. 

Q. And subsequently preferred shares were issued?—A. In 1912 was the 
first issue. 

Q. In 1912 preferred shares were issued to the public?—A. To the public 
and also to the common shareholders. 

Q. And to the common shareholders? ——A. As a bonus stock dividend. 

Q. Just a moment. Preferred shares were issued to the public, and some 
preferred shares were issued to the common shareholders as a stock dividend? 
—A. Yes. 

- Q. The amount of the preferred shares issued to the public was how much? 
—A. 22,500. 
Q. 22,500 shares?—A. Shares. 


Mr. Factor: $100 each? 
The Witness: Yes. 


By Mr. Sommerville: 


Q. We have statement No. 7 now. Now, with reference to the preferred 
shares, 2,000— —A. 2,250,000— 

Q. Were issued to the public?—A. Yes. 

Q. How much was given as bonus shares to the common shareholders?—A. 
It was a stock dividend of 5,000 shares. 

Q. A stock dividend of 5,000 preferred shares?—A. Yes. 

Q. What other disposition was made of the preferred shares?—A. In 1917, 
$600,000, 6,000 shares were sold to the public. 


2776 SPECIAL COMMITTEE 


Q. So that the total number of preferred shares oustanding— —A. In 1917 
was 33,000. 

Q. Preferred?—A. Yes. 

Q. Of that, 5,000 represented— —A. Stock dividends. 

Q. To the common stockholders?—A. Yes. 

Q. And the balance of preferred shares held by the public?—A. Yes. 

Mr. Facror: What about that first mortgage in 1912? 

The WitneEss: That was sold in 1912. 

Mr. Facror: To the public? 

The WITNEss: Yes. 


By Mr. Sommerville: 


Q. Then in addition to the preferred shares, there was sold to the public 
a first mortgage bond issue of $2,250,833?—A. Yes. This was the only issue of 
bonds of the Robert Simpson Company. 

Q. Those bonds are still outstanding?—A. Yes, a portion. They are subject 
to a sinking fund provision, and some of them are redeemed each year. 

Q. But there is a balance of them still outstanding?—A. 1,375,000. 

q. Are the preferred shares still outstanding?—A. Yes, they are. 

@. So that the present position is the 33,500 of preferred shares are out- 
standing in the parent operating company?—A. Yes. 

q. And bonds?—A. 1,375,000. 

Q. Still outstanding in the parent company?—A. Yes. 

@. Now, the common shareholders having obtained 5,000 preferred shares, 
will you tell us what the common shareholders got by way of stock dividends 
during the next year—1925?—-A. No change between 1917 and 1925, or until 
1917 when the total number of outstanding common shares was 33,500, 26,033 
of those had been issued as stock dividends. 

Q. 26,033? Let us get this another way. The original 1,375 shares have 
grown to 33,500?—A. Yes. 

Q. And that was not by the introduction of new capital?—A. Altogether. 

Q. But 26,033 of those common shares had been issued as stock dividends? 
—A. That is right. 


Mr. Betu: Doesn’t it all go to the 1,875 here? 


The Wirness: No, there were new shareholders from time to time, and they 
were distributed to all the shareholders on record at the date of the distribution 
of the dividend. 


Mr. SoMMERVILLE: They went to all the common shareholders who were on 
record at the time of each distribution? 


The Witnsss: Yes. 


By Mr. Factor: 


Q. There were common shares sold to the public as well?—A. No. : 

Q. How were those additional shareholders of common stock created?—A. 
They were confined to a small group; they were not offered to the public. 

Q. Actually there was cash invested in payment of those common shares by 
this small group? 


By Mr. Sommerville: 


Q. There may have been. As far as the company was concerned, the com- 
pany issued no common shares for cash?—A. 7,467 shares paid for in cash. 
Q. I beg your pardon?—A. 26,033 issued as stock dividends. 
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Q. Now, the shares that were issued as stock dividends went largely to the 
original holders of the 1,375 shares, did it not, or their successors in title?—A. 
Through their successors, yes. Shareholders have changed from time to time. 

Q. That is to say, I understand about 1902, Mr. Ames sold his one-third 
snterest and someone became the owner of them; who was that?—A. It was the 
Cox interests. 

Q. So that the three principal owners were Mr. Fudger, Sir Joseph Flavelle 
and the Cox interest?—A. Yes. 

Mr. Hears: Before you go on with that part, I should like to know this: I 
am wondering what they paid for those 7,000 shares out of the 33,500 common 
shares? 

By Mr. Sommerville: 

Q. Mr. Heaps is asking what was paid for these 7,000 common shares 
bought from the company?—A. They had a par value of $100, and the amount 
of money which the company got was $746,700. I cannot tell what the three 
original members of the group paid to buy out the company, but the amount of 
money which the company got was $746,000. 

Q. They got for 7,000 shares $746,000?—A. Yes. 

Q. Which represented a little more than par?—A. No, exactly par. 

Q. 7,000 shares?—A. 7,467 shares. 

Mr. Bet: I wanted to find out, of that 1,375 shares, originally issued, what 
proportion of the 35,000 common shares went to those 1,375 shares, or in other 
words, did they get a bonus of stock in the same way as they did on the prefer- 


ence shares? How much common, in other words, did they get out of this 
$35,000. 


The Wirness: We can figure that out; I have not it worked out, but I can 
do it very quickly. 2 


Mr. Youne: They got about 20 to 1. 


The Witness: It depends on the date of the stock dividend. Stock dividends 
were issued from time to time. 


Mr. Sommurvitie: Stock dividends were issued every few years? 

The Wrrness: There were five large stock dividends, 1903, 1905, 1907, 1910, 
1912, 1917—-six, really. 

Mr. Factor: They received their proportion according to their holdings? 

The Wirness: Yes. The total proportionate to the shares outstanding. 

Mr. Factor: The same as the others? 

The Witness: Yes. 

Mr. Sommervitte: I think we can get that out in another way. You will 
find what the holdings are of those three interests at the time they sold out? 

Mr. Brtu: They got 5,000 shares of preference stock, didn’t they? 

The WITNESS: Yes. 

Mr. Bett: At the same time. My question is did they get an equal amount 
of common shares as a bonus? 

Mr. SomMERVILLE: They got very large bonuses from time to time, or stock 
dividends from time to time? 

Mr. Bett: Would they not get some consideration in regard to common 
shares at the same time as they did the preference? 

The CyarrMAN: The only way to answer that question would be, if the 
auditor would do it, to find out in 1925 the special interests of the common 
stock. They will work that out for us. 


2778 SPECIAL COMMITTEE 


By Mr. Senn: 

Q. May I ask one more question in that regard? In addition to the stock 
dividends issued, were there any cash dividends on the common stock?—A. 
Yes. 

Q. Regularly paid?—A. Yes, every year. 

Q. What per cent?—A. Ranging from 5 per cent up to 114 per cent; that 
is, on the shares outstanding, not on the initial issued capital. 


By Mr: Sommerville: 

Q. On the amount outstanding at the time they received every year cash 
dividends from 5 to 11 per cent?—A. Yes. 

Q. To 11 per cent?—A. On the total shares outstanding, 

The CHAIRMAN: Common stock? 

The Wrrnsss: Yes. 

Mr. SoMMERVILLE: In addition to the stock dividends to which you have 
referred? 

The CuHamman: That is, the bonus stock that was issued one year, would 
bear next year a dividend of whatever the amount was? 

The Witness: Yes. 

The CuHamman: Five per cent to 10 per cent? 

The Wirngss: Yes. 

The CHamrMAN: It seems a reasonably profitable operation. 

Mr. SOMMERVILLE: You are going to work out the amount of the original 
interest? 

Mr. Hears: What was subsequently paid by the Cox interest for those 
common shares? 

The Wirness: That is a transaction between the shareholders, not a com- 
pany transaction. 

Mr. Heaps: You do not know? 

The Witness: No. 


By Mr. Sommerville: 


Q. It would be reflected in the books of the company?—A. No. 

Q. Now then, you say that during that period the company had received 
$746,000 for its issued common stock?—A. Yes. 

Q. And if the balance of the shares had been issued at par, it would have 
meant what?—A. You mean if the cash— 

Q. Yes.—A. $2,603,300.60. 

Q. So that another way of putting it is the shareholders received, in addition 
to cash dividends, stock dividends which at par had a value of $2,603,000?— 
A. Yes. 

Q. Plus the dividends upon those stock dividends?—A. Yes. 

Q. From year to year?—A. Yes. 

Q. That brings us up to the year 1925?—A. Yes. 

Q. What happened in 1925?—A. Of these shares, 5,000 preferred shares 
and 26,033 common shares were issued as stock dividends. Since 1918 there 
has been no change in the capital structure of the Robert Simpson Company, 
Limited. While most of the preference shares were issued to the public the 
common shares were held very closely and continued to be so held until 1925 
when Simpson’s Limited (1925) was incorporated to acquire these common 
shares. 

In 1912 an issue of £462,500 ($2,250,833) five per cent first mortgage bonds 
was sold to the public. This was the only issue of bonds of The Robert Simpson 
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Company, Limited, and $1,375,222.66 of these bonds were still outstanding at 
3rd January, 1934. 

At 4th February, 1925 (at the time of the incorporation of Simpson’s, Limited, 
(1925), the outstanding bonds and shares of the Robert Simpson Company, 
Limited, (exclusive of certain mortgages and bonds of subsidiary companies 
totalling $698,166) were as follows: 


5 p.c. First mortgage bonds.. .. .. .. +... «. $1,852,059 
6 p.c. Preference shares... .. «... 0 0s 2. Ge ee 3,300,000 
Chron Shares oe eee enacts gens. OyO0U WOO 


At that date, undistributed surpluses of the company and its subsidiaries 
amounted to $4,752,743 equal to $142 per common share outstanding. 

Mr. Facror: How do you figure that out? 

The Wirness: There were 33,500 common shares outstanding. 

Mr. SomMERVILLE: This is surplus. 

The Wirness: Yes. 

Mr. Sommervitte: If that surplus were distributed to the outstanding 
common shares, it would represent a value of $142 per common share? 

The WITNESS: Yes. 

Mr. Factor: The common shareholders, however, are entitled to a division 
of the surplus, if distributed? 

The Wirnuss: Yes. Simpson’s Limited (1925) was incorporated on the 
3rd March, 1925— 

Mr. Factor: Right here, may I just ask one question. The holders of the 
common shareholders were the original three? 

The Witness: No. 

Mr. Facror: And also the ones who invested the additional 7,460 odd 
shares? 

The Wrrness: Interests had changed from time to time, transactions 
between shareholders themselves. 


By Mr, Sommerville: 


Q. At that time, 1925, can you tell us what were the holdings of the 
majority shareholders of the common shares—I think you had it this morning? 
—A. Approximately 50 per cent, slightly more than 50 per cent was owned by 
the Flavelle interests. 

- Q. A little over 50 per cent interest owned by the Flavelle interests?— 
A. And about 25 per cent by the Cox interests and the Fudger interests were 
very substantially reduced at that time; they were about 3,000 shares. 

Q. And at that time theirs were 3,000 shares, less than 10 per cent?— 
A. Yes, and the others were small holdings. 

Q. That is 85 per cent in those three?—A. Yes. 

Q. Flavelle, 50 per cent?—A. A little more than 50 per cent. 

Q. A little more than 50 per cent; the Cox interest was 25 per cent, and 
the Fudger about 10 per cent?—A. Yes. 

Q. Or a total of 85 per cent held by the three interests?—A. Yes. 


By Mr. Factor: 


Q. How did Flavelle get over 50 per cent, by some internal transactions? 
__A. Transactions between the shareholders themselves, 
Q. You have no record of that?—A. No. 
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Mr. SoMMERVILLE: And the remaining 15 per cent was small holdings of 
a number of different people? 


The WITNESS: Yes. 


By the Chairman: 


Q. I should like to get clear on that point the standing of the shareholders 
as it was prior to the — —A. 1925? 

Q. —1925 refinancing.—A. Yes. 

Q. So that the 85 per cent interests represented by these three large groups 
of stockholders would be the ones who would control the refinancing?—A. Yes. 


By Mr. Sommerville: 


Q. Now then, what refinancing took place, or what took place in 1925, that 
affected the capital structure?—A. In 1925, Simpson’s Limited (1925) was 
incorporated and acquired all the outstanding common shares of the Robert 
Simpson Company Limited, which was 33,500 shares. Then, Simpson’s Limited 
entered into no agreement with The Robert Simpson Company Limited, its 
dealings at this time were only with the holders of the common shares. I shall 
read from the brief. 

“This company was incorporated on 38rd March, 1925, and under an 
agreement dated 11th March, 1925, acquired all the outstanding common shares 
of The Robert Simpson Company Limited (33,500 shares with a par value of 
$100 each). It entered into no agreement with the latter company—its dealings 
at this time were only with the holders of the common shares.” 

@. So that Simpson’s Limited (1925), became the owners of the common 
stock instead of the original individual interests who held the stock?—A. That 
is right. 

The CHAIRMAN: Became the holding company? 


The Wirness: Holding all the common shares of the Robert Simpson 
Company. 

Mr. SOMMERVILLE: The operating company. 

The Witness: The consideration paid by Simpson’s Limited to the former 
common shareholders of The Robert Simpson Company Limited were as 
follows: — 


Cash—$150 per share.. .. .. nade $5,025,000 
100,000 no par value shares in ‘Simpsons Limited 

(1925) on the basis of three for each one 

formerly held—nominal value.. .. .. .. .. 3,350,000 


$8,375,000 


Mr. SOMMERVILLE: The total consideration therefore paid was what? 
The Witness: $8,375,000. 
Mr. Factor: Where did you get the nominal value? 


The Wirness: That is the par value of the common shares of the Robert 
Simpson Company, 33,500 at $100. 


By Mr. Heaps: 


Q. Of those shares, 26,033 for which nothing was paid?—A. That is right; 
it represented stock dividends. 
7 Q. No actual cash paid for that interest in the form of dividends?—A. 
es. 
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Q. For those shares?—A. It is cash dividend. 
Q. They received $150 for par value shares at $100?—A. Yes. 


By Mr. Sommerville: 

Q. Then the net result of this operation was that the original shareholders 
of the original company got $5,025,000?—A. The shareholders in 1925 got that. 

Q. The shareholders in 1925 had distributed among them $5,025,000 in 
cash?—A. Yes. 

Q. And they still held all the shares?—A. Of the new company. 

Q. Which owned all the shares of the old company ?’—A. That is right. 

Q. In other words, their stock position was not changed in the slightest? 
—A. No. 

Q. 85 per cent majority holdings still had an 85 per cent interest in the 
company thereafter?—A. Yes. 

Q. And the 15 per cent minority holdings had 15 per cent thereafter?— 
A. There were transactions after the reorganization between the shareholders 
which changed that. 

Q. The position as between the shareholders may have changed by some 
external arrangements, but the net position was that by this means $5,000,000 
was withdrawn and distributed among the shareholders?—A. Yes. 

Q. And of that $5,000,000, over 50 per cent went to Sir Joseph Flavelle 
and his interests?—A. His interests. 

Q. His family interests, you mean by that?—A. Yes. 

Q. 25 per cent to the Cox interests, and 10 per cent to the Fudger interest? 
——A. “Yes. 

Q. And the balance to the— —A. Minority holdings. 

Mr. Factor: Why do you place a nominal value of $100,000 on the value 
of the original 33,500? 


Mr. SomMERVILLE: That is the par value. 
The Wrrness: That is the value assigned to them on the company’s books. 


Mr. Kennepy (Peace River): The net result is they have both the 
$5,000,000 in cash and the same control as before? 


By Mr. Sommerville: 

Q. As Mr. Kennedy asked, was not the net result this. They withdrew 
$5,000,000 in cash and had exactly the same control as they had before?—A. 
Yes. 

Q.:Then, Simpson’s Limited (1925) not having any money, it being a new 
company, and not having any assets except the common shares, where did they 
get the $5,000,000?—A. It sold bonds, par value— 

Q. To the public?—A. Yes, 5,600,000. 

Q. $5,600,000 worth of bonds? Were these bonds secured by any real 
estate?—A. No. 

-Q. Were there any fixed assets?—A. None. 

Q. Upon which the bonds were given?—A. None. 

Q. They were bonds issued against common shares?—A. That is right. 

Q. And these common shares were the common shares of the— —A. Robert 
Simpson Company. 

Q. The operating company?—A. Yes. 

Q. And its common shares in the operating company were already subject 
to a first mortgage bond issue and preferred shares outstanding?—A. Yes. 

Mr. Factor: You are going a little too fast, Mr. Sommerville. I thought 
all the common shares were owned, or 85 per cent of them, were owned by 
these three interests? 
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Mr. SOMMERVILLE: Yes; and then they turned them over to the new com- 
pany, the holding company, you see. 

Mr. Factor: I see; they turned them over subject to the charge. 

Mr. SOMMERVILLE: Yes. 

The Witness: Sinking fund. 


By Mr. Sommerville: 

Q. The common shares they turned over would be subject to the liabilities 
of the company that issued the common shares. In other words, by this opera- 
tion, Mr. Adamson, the parent companies financing was not affected in any 
way? 

Q. Its stock structure was not changed?—A. No. 


By Mr. Factor: 


Q. In other words, the owners of common shares got $5,600,000 from the 
public on the security of their holdings in the common shares subject to the 
prior obligations?—A. $5,600,000 was not realized on the sale of these bonds, 
only $5,000,000 cash. 

Q. That was on the common fixed assets?—A. Of the operating company. 

Q. Or the real estate?—A. Of the operating company. 


By Mr. Kennedy (Winnipeg): 
Q. What was the amount of the bond issue?—A. $5,600,000. 


By Mr. Heaps: 


Q. Who issued it, was there not some nationally known firm that issued 
the bond?—A. Wood Gundy. 
Mr. KENNEDY (Winnipeg): The amount received was $5,600,000. 


By Mr. Sommerville: 


Q. Just a minute now, one at a time, please. On the sale of $5,600,000 of 
bonds they received for the bonds $5,025,000?—A. Yes. 

Q. In other words, this operation cost $525,000?—A. $575,000 was the 
difference. 

Q. That is right, $575,000?—A. Between the face value of the bonds issued 
and the amount of cash actually received. 


By Mr. Edwards: 
Q. What was the interest allowed on that issue?—A. 64 per cent. 
Q. It was a 64 per cent issue sold at 90?—A. Sold to the underwriters at 90. 
Q. And the underwriters were Wood Gundy?—A. Yes. 
By Mr. Senn: 
Q. There was some sinking fund provision on those bonds?—A. Yes. 


By Mr. Sommerville: 

Q. Then the net result of that operation was that the operating company 
remained just as it was, without any change in its asset position? —A. Yes. 
: On The shareholders incorporated themselves under the new company?— 
A. Yes. 

Q. They had exactly the same holdings in the new company, and with- 
drew five million?—A. Yes. 

@. And expended another $575,000 to accomplish that purpose?—A. Yes. 


Mr. Factor: And gave the public a charge on the assets to that amount? 
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By Mr. Sommerville: 


Q. A charge on the equity that remained in the assets?—A. Yes, secured 
by specific trust charge on the common shares of Robert Simpson Company 
Limited. 

Q. What was the next financing operation of that company?—A. I think 
we might go on with this statement, and we will come to that. 

As indicated above the former shareholders of The Robert Simpson Com- 
pany Limited as a body received, in addition to the cash consideration, 100,000 
shares of Simpson’s Limited for their 33,500 shares (approximately 3 shares 
for 1). The Company’s officials state that some of these 100,000 shares were 
sold or donated by the former shareholders to department managers and other 
employees. The prospectus for the bond issue made at this time states:— 
| One of the primary purposes of this issue is to afford an opportunity 

for officers and department managers of the Company: to secure a more 
important shareholding interest in the business. Simpson’s Limited will 
comprise among its shareholders not only the present holders of common 
shares of The Robert Simpson Company Limited but also a number of 
the chief executives and managers of that Company. 


The Secretary of the Company states that, as a result of these transfers 
by the former shareholders from 1925 on, no single individual had control of 
the Company. 


By the Chairman: 


Q. Of which company ?—A. Simpsons Limited 1925. 

Q. The. holding company ?—A. Yes. 

It will be noted that at this time the organization of the holding company 
did not directly affect The Robert Simpson Company Limited. There was an 
indirect effect, however, as the holding company could only pay its bond 
interest and sinking fund payments, amounting in the aggregate to $500,000 
per annum, by dividends from the operating company, or at the rate of $15 
per year on the 33,500 common shares of the latter company. 


By Mr. Sommerville: 


Q. Now then, was not the result of this financing to impose upon Simpson’s 
Limited, 1925, an annual obligation of $1,500,000?—A. Yes. 

Q. They have no other sources from which to get this revenue, except by 
way of dividends on the common stock of the operating company’?—A. That 
. is right. 

Mr. Factor: That was the security. 


By Mr. Sommerville: 


Q. Yes, that was the security. And that meant that in order to. get enough 
revenue the operating company had to pay the holding company $15 per share 
per year, and that was on the common stock?—A. Yes. 

Q. And that was an obligation on the part of the operating company then ‘to. 
pay 15 per cent dividends on the common shares?—A. Yes. 

Mr. Factor: Let us get this right: do you mean there was an agreement 
entered into between the company and its common shareholders? 


By Mr. Sommerville: 


Q. No, no; I will clear that up in a minute now. There was no agreement 
between the operating company and the holding company that they would pay 
15 per cent?—A. No, they owed the shares. 


‘ 
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Q. But the holding company owns the shares of the operating company, 
and as the owners of the shares of the operating company, they controlled what 
the operating company would pay?—A. Yes. 

@. And the holding company could not discharge its obligations unless it got 
$15?—A. That is right. 

Q. And the people who would pay the $15 were the same people as those 
who would receive it?—A. Yes. 

Mr. Factor: Supposing the operating company could not earn $15 per 
share. 

Mr. SOMMERVILLE: It was just too bad for the bondholders of the 1925 
company; is not that the situation?—A. That is the situation. 

Q. If the operating company did not pay 15 per cent per annum on these 
shares, then the holding company would not have the income and therefore 
would have to make a default upon its bonds, or else borrow the money from 
some place?—A. It was the only source of income. 

Q. As a matter of fact, what did happen; did the operating company pay 
this $15 per share per year?—A. Yes. 

Q. Or 15 per cent per year until 1929?—A. Yes. 


By Mr. Factor: 

Q. Did they actually earn that much?—A. More than that. 

Mr. Iustey: $15 per what, did the shares have a par value of $100? 

Mr. SOMMERVILLE: There was no change in the shares of the operating com- 
pany, the shares did not change. They had to pay $15 a share on the shares 
they had outstanding. 

The CHAIRMAN: Of the common stock. 


By Mr. Sommerville: 
Q. Then, having made this bond issue, perhaps you will tell us what was 
the next feature in the financing of the holding company?—A. Possibly I had 
better continue this statement:— 


In 1928, funds were required for the Bay Street Extension to the 
Toronto Store. While this store was owned: and operated by The Robert 
Simpson Company Limited, the financing was done by Simpson’s Limited 
through an issue of $4,000,000, 6 per cent Cumulative Preference Shares, 
redeemable at 105. These shares were offered to the public at $100 per 
share. The total commissions and expenses in connection with this issue 
amounting to $170,934.20 were paid by The Robert Simpson Company 
Limited. 

Mr. SENN: Which company was this in addition to? 


By Mr. Sommerville: 

Q. This is Simpson’s Limited, 1925, the holding company, which issued the 
preference shares?—A. Yes. 

. And the only assets which it possessed at the time were these same com- 
mon shares which were under bond?—A. Yes. 

@. And against these assets they issued four million 6 per cent accumulatvie 
preference shares?—A. Yes. 

Q. And they provided that these will be redeemable at 105?—A. Yes. 

(. And they sold them to the public at 100?—A. They were sold to the 
public at $100 per share; they were sold through the underwriters. 


By the Chairmen: 
Q. Who were they?--A. Wood Gundy & Company. 
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By Mr. Factor: 


Q. Let us get that clear; was that the only security behind this 1925 issue 
of common shares of the operating company ?—A. Yes. 

Q. That was then a fourth charge, if I can put it that way; there was the 
first mortgage bonds, then the original 6 per cent preference shares, then the 
64 per cent preference shares, and now the four million cumulative preference? 
“A In this time, between these two periods, the operating company was making 
substantial profits, so that their assets were increasing all the time. 


By Mr. Sommerville: 
Q. And the value of the common shares had increased by reason of the 
increase in the value of the operating company ?—A. Yes. 
Q. Or rather, by reason of the increased earnings of the operating company? 
A> Yes. 
Q. And they capitalized on this—not in the actual sense—but they issued 
a further capital issue against these increased earnings?—A, Yes. 


By Mr. Factor: 


Q. But would not the sinking fund collateral gold bonds have a prior claim 
on the assets of the Robert Simpson Company ?—A. Yes. 


By the Chawman: 
Q. Have you a copy of the prospectus?—A. Yes, I have; but I would like 
to have this one back as-it is the only one which is available now. 


By Mr. Heaps: 
Q. Is that the 1928 prospectus?—A. That is 1925, I will give you 1928. 


By Mr. Senn: 

Q. I would like to know just what annual charges there were against these 
assets at the time this 1928 issue was made; you have already spoken about the 
issue of sinking fund collateral trust gold bonds?—A. There is a dividend on the 
preference shares of the Robert Simpson Company. 

Q. These bonds constitute a liability of $15 per annum on these shares; can 
you tell us how much extra there was on these other two—the first mortgage 
bonds?—A. That is the first. 


By Mr. Sommerville: 

Q. I think what Mr. Senn wants to know is, there were 5 per cent first 
mortgage bonds outstanding in 1925 to an amount of— —A. $1,852,059. 

Q. That is, there is an amount of $1,852,059 outstanding at this time of 
first mortgage 5 per cent bonds. 

Mr. Senn: How much would that amount to by way of an annual cash 
payment? 
Mr. Sommervitie: That would amount to, let me see. | 

Mr. Factor: That is not a fair way of calculating it, because the first 
mortgage bonds and the preference shares were a prior charge on the assets of 
the operating company, were they not? 


By Mr. Sommerville: 

Q. No, no. In addition to that what was the amount outstanding of 6 per 
cent cumulative preference shares?—A. $3,350,000. a . 
 Q. Yes, and all of these amounts were outstanding at the time of the 1925 
financing? | i oe: : 
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Mr. Senn: Yes, but the company had to earn dividends on that as well as 
the 15 per cent. 


Mr. SomMervitue: Yes; it had to earn first of all its bond interest, then it 
had to earn its cumulative preference dividend rate, had to set aside its deprecia- 
tion, it had to take care of all other expenses, and whatever was left would be 
the net profit; and that net profit had to be sufficient to pay $15 a share to the 
1925 company, otherwise the 1925 company would have been in default on its 
bonds. 

Mr. Heaps: It was really a gamble on the earning capacity of the company. 

Mr. SomMervILLe: Was that all it was? 

Mr. Heaps: Perhaps it was not a very good one, from the investor’s point 
of view. 

By Mr. Sommerville: 

Q. At any rate, that four million of preference shares was issued and it 
cost the operating company $170,934.20?—A. Yes. 

Q. Although it was issued by Simpsons Limited, the holding company?—A. 
Yes, 

Q. I presume the reason for the operating company paying the cost was 
because Simpsons Limited, the holding company, was advancing this money 
to the operating company for that purpose?—A. That is right. 

Q. All right. That is the first expense we find against the operating com- 
pany?—A. Referring to the statement again:— 

In February, 1929, an additional issue of $3,000,000 of its 6 per cent 
Cumulative Redeemable Preference shares was made by Simpsons 
Limited (1925) primarily for the construction of a new store in Montreal 
(the property of the John Murphy Company, Limited, a company wholly 
owned by and conducting the Montreal business of The Robert Simpson 
Company Limited). This issue was also offered to the public at $100 
per share and four months later it was redeemed at 105. Commission 
and expenses of this issue amounting to $121,255 were also paid by The 
Robert Simpson Company Limited. 


Q. To whom was that paid?—A. Largely to the underwriters. 

Q. The underwriters were Wood Gundy & Company again?—A. Yes. 

Q. This would cover the legal expenses?—A. All the expenses in connection 
with the issue. 

Mr. Iustey: Is there anything wrong with that, the operating company - 
paying these expenses? 


By Mr. Sommerville: 


Q. I would not think so; why would not it be a legitimate charge on the 
operating company since they were getting the money out of this issue?—A. It 
was part of the cost of the money. 

Q. The situation may be a little changed when one sees how much they 
paid to redeem it the very next year. That is the expense then of the second 
preference issue, $121,255; that made up to that time on the part of the 1925 
company a total issue of securities of five millions in bonds and seven millions 
in cumulative preference shares?—A. Yes. 

Q. And its only assets against these were the common shares it held, plus 
the advance of money which it had made to the operating company?—A. Yes. 


By Mr. Factor: 


Q. Or, to put it another way, Mr. Adamson, is it fair to say that the total 
of the bonds, shares and securities outstanding was $17,802,059; against all 
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the assets of the Simpson Companies. I included in that the original first 
mortgage bonds of $1,852,000, the six per cent preference shares?—A. These 
would be reduced each year, they would not be the same as in 1925. 

Q. Oh, sure; but as against all the assets of the Simpson Companies— 
fixed assets, real estate, operating company, etc.—there were altogether out- 
standing as liabilities in the form of bonds, shares, etc. an amount of $17,802,000, 
subject to these amounts being varied through the reduction in the amount of 
the mortgage?—A. That is approximately the figure. 


By Mr. Sommerville: 


Q. I observe that these bonds, the 1925 issue referred to, these 64 per cent 
sinking fund collateral gold trust bonds—? 


The Cuairman: Now, might I interject a question here, this is not perhaps 
quite what you are on, but I have in my hand a prospectus of the issue of 
$3,000,000 of Simpsons Limited 6 per cent cumulative preference shares—I do 
not see the date. 

Mr. SomMervitieE: Here it is, at the back, it is dated February 25, 1929. 

The Cuarrman: On the back of this prospectus a financial statement at the 
head of which is, Simpsons Limited and constituent companies, consolidated 
balance sheet, as at January 30, 1929. Now, under the assets I notice for in- 
stance (I am just giving round numbers) merchandise amounting to eight 
million; accounts receivable three million; other assets of different kinds, the 
whole making up a total of 12 million; and the capital assets, land buildings and 
equipment as at February 1st, 1928 is shown at 13 million, giving 16 million odd; 
making a total in round figures, of $35,000,000. 

Mr. Facror: Is that the total assets, $35,000,000? 


By the Chairman: 


Q. Yes. Now, the question I would like to ask is this: other than the 
ownership of the common shares of the Robert Simpson Company, Limited, is 
there any direct claim on the part of Simpsons Limited on the assets to which 
you have referred?—A. No, not up until 1929, the time of the second re-organi- 
zation. 


Mr. Insuey: They made that clear by using constituent companies making 
it a consolidated balance sheet. 


The Witness: Yes, a consolidated balance sheet. 

The CuarrmMan: As a matter of fact, Simpson’s, Limited, have no control 
over the assets? 

Mr. SOMMERVILLE: Yes. 

The CuarrMan: Or claim upon them other than ownership of the common 
shares of the Robert Simpson, Company, Limited? 

The Witness: No, but that is the control. 

The CuairMAN: That is the control? 

The Witness: Yes. 

Mr. Factor: I think the fair way to present this picture is to show at first 
the total assets, $35,000,000 owned by these companies and the total outstand- 
ing bond and share obligations of $17,800,000. 

Mr. Instey: I suppose they show that on the other side? 

The CuairMAN: No, they do not. 

Mr. Factor: Mr. Stevens describes it this way: it shows the assets of all 
the constituent companies, and apparently the holders of those obligations have 
no direct claim in those assets. I do not think it is quite fair to mention that. 


2788 SPECIAL CUMMITTEE 


Mr. Instry: They say ‘constituent companies.” 

The Wirness: That is a consolidated balance sheet of all the companies, 
they say, which is Simpson’s, Limited, and constituent companies. 

Mr. Factor: The total assets are $35,000,000. 

The Wirness: And all liabilities and all capital outstanding eliminating 
inter company— 

Mr. Factor: It would show the picture if the total assets were shown as 
$35,000,000 as against total capital obligations of $70,000,000. 

Mr. SomMMERVILLE: No, they are more than that. 

Mr. Factor: I am not talking about the direct liabilities; I am talking 
about the issue of bonds and shares. 

The Wirness: Later, there are other statements showing the comparative 
balance sheet from year to year over the ten years. We can get the information 
from that. 

Mr. Hears: You have not got the value of the assets? 


By Mr. Sommerville: 

Q. Yes, we will deal with that. Now, in order to reach the valuation 
necessary for the financing of the 1925 company, was there a new appraisal 
made?—A. An appraisal was made in both 1925 and in 1929? 

Q. And the appraisal in 1925 gave an increased appraisal value of how 
much?—A. The assets were actually only written up by $2,800,000, although 
the appraisal indicated a value substantially greater than that. 

Q. In other words, for the purpose of the 1925 financing, the assets were 
written up just $2,800,000?—A. Yes. 

Q. The balance of the appraisal was subsequently written up in 1929?—A. 
1929. 

@. We will come to that later?—A. Yes. 


By Mr. Factor: 

Q. What does this expression mean; what is written up?—A. An appraisal 
was made of the lands, buildings and equipment, and the value on which they 
were carried on the books of the company was increased by the difference 
between the then book value and the appraised value. 

Mr. SOMMERVILLE: Mr. Factor was not here on Monday. 

Mr. Factor: It is an arbitrary increase? Was there some fixed basis? 

The Wirness: The appraisals are made by appraisal companies. 

Mr. Heaps: Who was the company which made this one? 

The Witness: I have that here. 

Mr. Nasu: It was scientifically done, item by item. 

Mr. Epwarps: Replacement value? 

The Witness: The name of the appraisal company will be in the pros- 
pectus. . 

Mr. Factor: I mean, Mr. Chairman, the statement goes out to the public 
that the assets are written up, and the ordinary public gets the impression that 


a certain gentleman, who is the appraiser, just changes a figure from one figure 
to a higher figure. 


Mr. SOMMERVILLE: No; we had all that threshed out on Monday here. 

The CHAIRMAN: We spent hours on it. 

Mr. SomMeErRvILLE: We had a long discussion on that Monday, when the 
question of appraisals came up. In that case the company underwriting the 


issue required the appraiser to give them an appraisal on replacement value 
new. 
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Mr. Iusuey: Yes. 

Mr. SoMMERVILLE: That was the basis he gave, and the question of 
appraisal is dependent entirely upon the basis. 

Mr. Facror: That was Burns and Company? 

Mr. SOMMERVILLE: Yes. 3 

Mr. Facror: In this case it was not replacement value new, but the assets 
were written up only $2,000,000. 

The Witness: It was depreciated appraised value. 

Mr. Factor: In other words, on a certain scientific basis? 

The Wirness: Yes. 

Mr. Factor: That appraisal companies have for writing them up? 

The Wirness: Yes. 


By Mr. Sommerville: 

Q. Then, in 1929, the issue that was sold to the public in February cost 
the public $121,255?—A. Yes. 

Q. And it provided for the redemption of the preferred shares at $105?—A. 
ae were cumulative, redeemable preference shares, the same as the previous 
shares. 

Q. That was in February?—A. Yes. 

Q. As a matter of fact, these shares were redeemed in June of 1929 by the 
new financing?—A. Yes. 

Q. And the five per cent on the $3,000,000 redeemed in June, 1929, cost 
the company an additional $150,000 to redeem?—A. Yes. 

Q. Plus cumulative interest in the meantime?—A. Yes. 

Q. At the same time, in June, 1929, an issue of $4,000,000 of preference 
shares issued in 1928 were redeemed?—A. Yes. 

Q. And they were five per cent redeemable?—A. Yes. 

Q. And it cost them $200,000 to redeem them?—A. Yes. 

Q. So that the cost of those two financing operations in 1928 were, ex- 
penses for the first $170,934.20, redemption within 15 months, $200,000, ex- 
penses of the second issue of $3,000,000, $121,255, and cost of redemption within 
three months $150,000?—A. Yes. 

Q. Or a total of $642,189.20?—A. That is right. 

Q. That was the entire cost of the money that was obtained in 1928 and 
1929°—A. Yes. 

Q. And that was paid back when a certain new financing operation took 
place in June, 1929?—A. Yes. 

Mr. Factor: Cost of redemption, you mean $5 extra? 

Mr. SomMERVILLE: $5 extra together with the interest of six per cent paid 
on the cumulative preferred shares as well; they were oustanding? 

The Witness: Yes. 

Mr. SomMERVILLE: Then we come to June, 1929; what took place? 

The Witness: In June, 1929, Simpson’s, Limited, (1925) sold all its assets 
(with the exception of cash on deposit for sinking fund purposes) to a new 
company, Simpson’s, Limited, (1929) for the following securities of that com- 

any :— | 
rou $10,000,000 6 p.c. Ist mortgage bonds. 
$10,000,000 64 p. c. preference shares. 
120,000 class “A” shares of no par value. - 
120,000 class “B” shares of no par vlaue. 
All the above, with the exception of the Class “A” shares, were then sold to 
underwriters for $20,000,000. 
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By Mr. Factor: 

Q. What do you mean by the term “assets,” the charge they had against 
the common shares of the operating company—A. Their assets consisted of 
the common shares of the Robert Simpson, Company, and advances which had 
been made to the operating company to finance these extensions referred to a 
few minutes ago. 

Mr. Iustey: Bills receivable 

The Witness: Yes. 

Mr. SoMMERVILLE: Monies advanced 

Th Wrrness: Yes, the securities. The securities which the 1925 company 
received for its assets were: $10,000,000 of six per cent first mortgage bonds; 
$10,000,000 of 65 per cent preference shares; 120,000 class A shares, and 120,000 
class B shares of no par value. : 

Q. That was what the 1929 company received the twenty million on?— 
A. Yes. 

@. From the underwriters?’—A. Yes. 

@. And the underwriters were?—A. Wood Gundy. 

Mr. Heaps: Do you know who the directors of the company were at this 
time, who was the President. 

The CuHatrman: In the 1928 prospectus I see that the Directors are given 
as: Sir Joseph Flavelle, Bart., Chairman of Board; Charles L. Burton, Vice- 
President; William G. Morrow, David H. Gibson, J. Ellsworth Flavelle, Harris 
H. Fudger, President; Herbert C. Cox, James H. Gundy, John E, Goldring, 
Frank Y. McEachren. 

Mr. Hears: Have you got them for 1929? 

Mr. SOMMERVILLE: For 1929 the Directors were, for Simpsons Limited 1929 
—and they were also the directors of the operating company—C, L. Burton— 

The Wirness: Those are the present directors. 

Mr. SoMmervILLE: I have not got the directors for 1929. 

The CuatrMan: The directors as indicated at the time of the reorganiza- 
tion in 1929 apparently were: Sir Joseph Flavelle, Bart., Chairman of Board of 
Directors; Harris H. Fudger, President; C. L. Burton, Vice-President; Herbert 
C. Cox, William G. Morrow, John E. Goldring, David H. Gibson, J. Ellsworth 
Flavelle, James H. Gundy, Frank Y. McEachren, and Frank Hay, Secretary. 

Mr. Heaps: Practically the same as in 1925. 

The CHAIRMAN: Practically the same. 


Mr. Heaps: They were responsible for the reorganization proceedings. 


By Mr. Sommerville: 


@. Yes. When you are talking of the directors after the re-financing of 
Simpsons Limited in 1929, the directors were—?—A. C. L. Burton, D. H. 
Gibson, J. H. Gundy, A. J. Mitchell, Sir Herbert Holt, S. Johnston, Mr. H. H. 
Bishop and Mr. H. G. Colbrook. Mr. Colbrook did not come in until after 
that. Those are the present directors. At that time Mr. A. T. Snell was a 
Director, H. H. Fudger was Chairman of the Board. 

Q. Since deceased?—A. Yes. 

Mr. Kennepy (Peace River): How much was made by selling these to the 
bond holders. 


By Mr. Sommerville: 


Q. Now then, we come to the question of the financing of this 1929 com- 
pany. The operating company for this purpose turned over certain buildings 
and fixed assets to the holding company?—A. Yes. 
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Q. And the holding company is the owner of these lands, buildings and 
fixed assets; together with its common shares, and together with the money 
which it had advanced; then it issued to the old company, that is Simpsons 
Limited of 1925, certain securities?—A. Yes. 

Q. And the securities which it issued were $10,000,000 of 6 per cent first 
mortgage bonds?—A. 6 per cent. |. 
| _ And $10,000,000 of 64 per cent preference shares?—A. Yes. 

_ And 120,000 Class A shares?—A. Yes. 
. And 120,000 Class B shares?—A. Yes. 
_ And the Class A shares went to—?—A. The underwriters for $20,000,000. 
And what was the basis at which the underwriters took them, was it 90? 


DOOHHOD 


By Mr. Factor: 


Q. Might I ask this question: did the new company, Simpsons 1929 own all 
of the assets of the operating company?—A. The 1925 company owned the 
common shares of the operating company, the Robert Simpson Company, and 
the 1925 company sold its assets to the 1929 company, so that in effect the 
1929 company owned the common shares of the Robert Simpson Company. 


By Mr. Factor: 


Q. But did not Mr. Sommerville say they transferred real estate and fixed 
assets?—-A. That was in addition to the common shares the 1925 company 
owned; part of the real estate, lands, buildings and equipment. 


By Mr. Sommervitie: 


Q. That was a subsequent transaction?—A. The 1925 company did not 
actually own any real estate, it was part of the transaction at that time, the 


1929 company would acquire from the operating company some of it lands 
and buildings. 


By Mr. Factor: 
Q. Not all of it?—A. No. 


By Mr. Sommerville: 


Q. So that the operating company still continued to operate and it does 
operate to-day’—A. Yes. 

Q. It did part with certain of its land and buildings?—A. Yes. 

Q. To the new 1929 company?—A. Yes. 

Q. And the new 1929 company then received assets from two sources: one 
- gource was the operating company that gave them lands and buildings, the other 
was the 1925 company that gave it common shares?—A. Yes. 

Q. Plus the amount owing by the operating company to—?—A. Simpson’s 
1925 company. 

Q. And these two sources supplied the assets that entered into the new 
' 1929 company?—A. Yes. 


By the Charman: 


Q. And for that they paid the 1925 company how much, twenty million?—A. 
They paid them: $10,000,000 of 6 per cent first mortgage bonds; $10,000,000 of 
64 per cent preference shares; 120,000 shares Class A no par value, and 120,000 
Class B shares no par value of Simpson’s Limited, 1925. They sold these securl- 
ties to the underwriters. 

Q. Well, carry that through?—A. For $20,000,000. Statement. No. 9 shows 
exactly what money was received, how it was disposed of. 
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. Just give it to us briefly now, and we will go into it in detail later?—A. 
Statement No. 9 shows the proceeds from the sale of these securities together with 
other funds available which were used in redeeming the bonds and preference 
shares outstanding of Simpson’s Limited, 1925. 

Q. How much is that?—A. The bonds were $5,024,800, on which the 
premium was $200,992, making a total of $5,225,792, The preference shares 
were par value $7,000,000 with a premium of $350,000; or a total of $7,350,000. 

@. Yes? And the balance?—A. And the balance, $10,000,000: In addition 
to the redemption of the bonds and the preferred shares there were other small 
disbursements to retire by The Robert Simpson Western Limited, bonds to the 
par value of $80,000, on which the premium was $2,400; making a total of 
$82,400. Then there was a dividend on the common shares to Simpson’s Limited, 
1925, of $150,000. 


By Mr. Sommerville: 


Q. Wait a minute: they paid out then to the shareholders?—A. The com- 
mon shareholders. 

@. The common shareholders of Simpson’s Limited, 1925, a dividend of 
$150,000°’—A. Yes. Then there was the payment of incorporation and other 
expenses of Simpson Limited, 1929, which amounted to $149,089. 

Q. Yes?—A. And balance of funds turned over to Simpson’s Limited, 1929, 
$56,663. They deducted this payment from the $20,000,000 received from the 
sale of securities, plus the cash on deposit for the redemption of the collateral 
trust gold bonds, and the proceeds from 30,969 Class A shares sold to employees; 
and the interest on funds on deposit of $30,000, there remained $10,548,450, 
which was distributed to the holders of 70,323 shares on a basis of $150 per share. 

Q. That is to say $10,548,000 was distributed among some of the share- 
holders of the 1925 company?—A. Yes. 

Q. And the shareholders who received that cash of $10,000,000 were those 
who held 70 per cent of the common stock of the 1925 company ?—A. Yes. 

. And they were the majority interests that have been referred to; and at 
that time what were the holdings of the majority interests? 


By the Chairman: 

Q. That was the same group who got the $1,500,000 distribution out of the 
1925 company?—A. The shareholdings had changed from time to time, it was 
not exactly the same. 

Mr. SOMMERVILLE: It was the same grouping. 


By Mr. Factor: 


@. Who were the principal shareholders?—A. About 38 per cent were held 
by the Flavelle family. 


By the Chairman: 


@. And who were the others?—A. Approximately 7,400 shares by the Fudger 
family, and the others were more widely held. 
Q. The Cox interest had been distributed?—A. They still had some holdings. 


By Mr. Sommerville: 


Q. Perhaps you can give us some of the larger holdings apart from the 
Flavelle interest; who had the control?—A. No one had the control, because 
there were 100,000 shares and the largest shareholder had only 38,000. 

Q. Yes, that was in the 1925 company?—A. That was in the 1925 com- 
pany. 

Q. Well, the largest was Sir Joseph Flavelle, his interest was 38,000 shares? 
—A. Yes. 


PRICE SPREADS AND MASS BUYING 2793 


Q. And then 7,000 was the Fudger interest?—A. Yes. 
Q. And then who else?—A. The Canadian Securities and Land Corporation, 
2,000. 
By the Charman: 


Q. Who were they?—A. I could not tell you who they were; I think the 
Secretary of the Company can probably tell you. We could get that. 

Q. Have you the name of the firm in which the Cox holdings are now held? 
A. 1 could not answer that in the meantime. The Canadian Securities and 
Land Corporation— 

Q. Is that the Cox interest?—A. No, I will look that up for you. 

Q. I was thinking it was—they just transferred the Cox interest in their 
name. 

The Cuarrman: Now gentlemen, it is one o’clock, I think at this point we 
had better go and strengthen the inner man. 


The Committee adjourned at 1.05 p.m. to meet again this day at 3.30 
o’clock p.m. 


re 


AFTERNOON SESSION 
The Committee resumed at 3.30 p.m. 
The CuairmMaAn: Order gentlemen. 
The examination of Mr, G. Adamson resumed. 


By Mr. Sommerville: 


Q. Now, Mr. Adamson, we have reached the point where you say that 
$10,548,450 was distributed to the holders of the 70,323 shares of common stock 
of Simpson Limited of 1925?—A. That is right. 

Q. These same shareholders had already received $150 a share on their 
holdings in the Robert Simpson Company Limited?—A. Not exactly the same 
shareholders, but the shareholders. 

Q. The group?—A. Yes, the group. 

Q. In other words, the shareholders who sold to the 1925 company received 
$150 per share cash?—A. Yes. 

Q. And also all the common shares?—A. Yes. 

Q. Then, when they received all the common shares they got 3 shares of 
new ae in the 1925 company for each share that they formerly held?—A. That 
is right. 

Q. And when they came to sell these shares in 1929 they got $150 a share 
for each of the shares which they held in the 1929 company ?—A. 70,100 shares 
then outstanding. 

Q. 70,000 of those shares received $150?—A. Yes. 

Q. And the 70,000 represented the majority group?—A. Yes. 

©. In other words, the giving of three shares for one at that time really 
resulted a few years later in their getting $450 for what they had already 
drawn $150 on?—A. That is right, yes. 

Q. And the net result was that in the four years’ operation, if you take it 
on the basis of the 33,000 shares of common stock which were outstanding 
when the 1925 company was organized, they received $600 a share; those of 
them who owned the 70,000 shares?—A. Yes. 


Mr. Kennepy (Peace River): How does it happen that some were left out 
in the cold? 


Mr. SoMMERVILLE: I will come to that. 
The Wirness: There were transactions in the meantime. 
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By Mr. Sommerville: 

Q. Then the question arises, how does it happen that some of the share- 
holders received $150 cash while others of them only got stock when the 
distribution was made in 1929; will you explain that’to the committee?—-A. The 
shareholders who got cash were the 70,323 shares who dropped out of the com- 
pany at that time. 

(. Yes?—A. The remaining 29,667 shares received shares in the new 
Simpson 1929 company, on the basis of three for one; they represented the 
management of the company. 


By Mr. Factor: 

Q. What happened to the shareholders who dropped out?—A. They were 
paid off. 

Mr. Heaps: Did they retire voluntarily? 

Mr. Sommervitte: They retired themselves apparently by this process— 

Mr. Hears: They milked the cow. 

Mr. SommeErvILLE: And left her-dry—oh, no. 

The Wirnnss: They sold bonds and stocks to Simpsons 1929 in order to 
raise the money to retire the bonds, stocks and shares of Simpsons 1925, and to 
pay for these 70,000 shares. 


By Mr. Factor: 

Q. You are not overlooking the fact that they got paid for their 70,000 
shares a bonus of 150 per cent?—A. $150 per share amounted to around ten 
million dollars. 

Q. In other words, the payment of $150 per share to the 70,323 shares, 
amounted to—?—A. It amounted to $10,548,000. 

@. Was in payment of their holdings of this number of shares?—A. Yes. 

Q. So, on receipt of this $10,548,000 odd they retired from the company? 


By Mr. Heaps: 
@. Who were those who retired?—-A. The Flavelle interests. 
(. The people who retire, that had the 70,000?—A. The Flavelle interests, 
the Fudger interests, the Cox interests, and Mr. Goldring’s interests. 


By Mr. Sommerville: 
Q. Have you the proportions that each held?—A. Yes. 
Q. This Flavelle interests had—?—A. 37,965 shares. 
Mr. Heaps: What does that mean by way of dollars and cents? 
Mr. SoMMERVILLE: You can take it at $150 a share. 


By Mr. Bell: 
Q. How many thousand were there?—A. 37,965 shares. 


By Mr. Sommerville: — 

Q. That amounts to $5,700,000 to the Flavelle interests?—A. 7,396 shares 
of the Fudger interests. 

Q. Approximately $1,200,000?—A. Yes. The Cox interests 14,176 shares. 

Q. Yes, approximately $2,100,000?—A. And the qualifying 6,261 shares. 

Q. Yes, approximately $900,000?—A. Yes. At that time there were also 
about 2,400 shares held by trustees, representing shares set aside as a trust by the 
former shareholders in order to pay pensions of old employees; there were 2,400 
shares registered in the name of that trust. 


PRICE SPREADS AND MASS BUYING — 2795 


Q. And were these paid for in cash?—A. No. 

Q. The trustee shares?—A. Oh, yes, they were. 

Q. Paid for in cash?—A. Yes. 

Mr. Heaps: Perhaps it might be interesting now to put on record the 
amount the same interests received in the 1925 split-up. 

Mr. SommeErvituE: Yes, now let me see, I want to get this. 

Mr. Instey: I would suggest before you do that that you might get some 
evidence as to who selected the persons who were to get cash, and the ones who 
were to get shares. 

Mr. Sommervitue: Perhaps that should be ascertained from the ones who 
actually got the shares. 

Mr. Iusuey: Yes. 

i Mr. SomMpRVILLE: Now, this 70 per cent interest got the 120,000 Class A 
shares. 

Mr. Factor: I thought Mr. Adamson explained just a moment ago that this 
70 per cent of the shareholders nearly received payments for their shares in the 
company at the rate of $150 a share. 

Mr. SoMMERVILLE: Yes. 

The Witness: The figures which I quoted are the shareholdings prior to the 
time that they were paid. 


By Mr. Factor: 
Q. You mean, in the 1920 company?—A. Yes. 


By Mr. Sommerville: 


Q. But these 70,323 shares, were these merely paid at the rate of $150 per 
share?—A. Yes. 
And leased all their interest in the company?—A. Yes. 
. By the surrender of their shares to the company?—A. Yes. 
. Will you follow that through. It was the new company, the 1929 com- 
pany that issued these securities?—A. Yes. . 
Tt was the old company then that had these securities?—A. Yes. 
_ The 1925 company?—A. Yes. 
Then the 1925 company having these securities in its possession liqui- 
dated?—A. Yes. 

Q. Wound itself up?—A. Yes. 

Q. In doing so they paid off certain—?—A. The bonds and shares of the 
1925 company. 

Q. The bonds of $5,600,000 of the 1925 company?—A. Yes. 

Q. And the seven millions of preference shares of the 1925 company, and 
certain other small obligations?—A. Yes. 

Q. And it left for liquidation the sum of $10,548,000; plus 120,000 shares of 
Class A stock?—A. That is right. It is all shown in statement No. 9. 

Q. These assets, cash and shares, were then available for distribution among 
all the shareholders of the 1925 company ?—A. Yes. 

Q. And by some arrangement among them 70 per cent of the shareholders 
took cash?—A. That is right. 

Q. And got all the cash, amounting to $10,000,000?—A. Yes. 

Q. And the other 30 per cent took all the shares? —A. They took 89,031 of 
the shares, three for. one. 

Q. Three for one, that is the situation. 


Mr. Insuey: The rest did not sell. 
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By Mr. Factor: 
@. Was that voluntary on the part of the 29,000 odd shareholders?—A. I 
do not know. 
~ Mr. Instey: It must have been. 


By Mr: Sommerville: 

@. It must have been acceptable to them at any rate?—A. Yes. 

(). Now then, these 30 per cent represented the management, inside the 
operating company?—A, Yes. 

., .@.. That is a, fact?—A. Yes. 

Q. And they represented the group who were in the management, the inside 
operating company, who were then taking over control of the operating com- 
pany ?—A. That is right. | 

~ Q. In other words, to get control they were willing to take shares rather 
than cash?—A. Yes. 

@. And those who had been in control, the Flavelle, Fudger and Cox 
interests, then passed out of the picture?—A. Yes. 

Q. Now, that is the net result of that transaction?—A. Yes, 

(). And in passing out of the picture they realized upon their holdings in 
the Simpson companies up to that date?—A. Yes. 

Q. And it left them— —A. That is, all their common share holdings; they 
may have holdings of preference shares. 

@. They still hold the 5 per cent preferred shares which had been given to 
them as a stock dividend back in 1912. 


By Mr, Ilsley: 

Q. If I may suggest one thing, that in the assets that were distributed in this 
way, were included $1,548,450, being the proceeds from the sale of 30,969 Class 
A shares to employees at $50 a share?—-A. That is right; that is, 89,031 shares 
were issued to the management, and the others, the 30,969 make up a total of 
120,000. 

@. Part of the $10,548,450 that went to the Flavelle and other majority 
interests consisted of $1,500,000 which came from the employees at $50 a share? 
—A. Yes. 

By Mr. Sommerville: 
_ Q. The employees were among the others who obtained Class A shares in 
the 1929 company?—A, Yes. 

(). And they were solicited, doubtless, to take shares in that company, and 
paid $50 a share?—A. Yes. 

Mr. Iustry: There were two classes of people got these Class A shares; there 
were the employees, who got them at $50 a share: and there were the minority 
shareholders who took them as part of their share on the distribution of the 
assets in the liquidation of the company. 


By Mr. Sommerville: 
Q. Yes. The minority interests that took shares, however, were in the 1925 
company and got three for one?—A. Yes. 
Q. They must have accepted them as being worth $150 a share when the 
majority shareholders were getting $150 a share in cash?—A. Yes. 


By Mr. Factor: 
Q. What happened to the first mortgage bonds and the original 6 per cent 
preference?—A. They were paid off out of the proceeds of the bonds and prefer- 
ence shares issued by the 1929 company. 
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Q. Is that shown in this statement?—A. That is shown in statement No. 9, 
the first part of the statement shows the cash that came in, the $20,000,000; and 
the second part of the statement shows how it was disbursed. 


By the Chairman: 

Q. It might be a good point to identify some of these holdings. Take the 
Class A stock?—A. Held by the management and employees. 

Q. They bought this?—A. Yes. _ 

Q. What did they pay for them?—A. The management got three shares for 
one, they had 29,677 shares of the 1925 company representing the minority 
interests; they exchanged these for 89,031, on the basis of three for one for the 
1929 company. 

Mr. SomMervituE: And that meant that they took these shares out on the 
basis of $50 a share, that is, the Class A shares. 

The CuairMan: Have you got any record of the market value of these 
shares to-day? 


By Mr. Sommerville: 

Q. They are quoted regularly?—A. Yes. 

Q. What is the quotation to-day on Class A shares?—A. I think it is $7.00 
or $8.00 a share. 

Q. Is that Class A or Class B? 

The CHairMAN: From $7.00 to $8.00. 

Mr. Senn: I think Class A shares are quoted at $12.00, Class B shares at 
from $7.00 to $8.00. 

The Wirnsss: I have not the figures here. 

The CuatrMAN: We can get that. 


By Mr. Factor: 

_ Mr, Chairman, if you have finished your question, I just wanted to find 
out what had happened to the buyers of the bonds and shares that were 
liquidated—I can see what part of this $20,000,000 went for, but I was wonder- 
ing about the $5,600,000 of sinking fund collateral gold bonds?—A. At that time 
there were only $5,024,800 outstanding. 

Q. What has happened to the original first mortgage bonds and the 6 per 
cent preference shares? 

Mr. SommervitLE: They have never changed, 

The Wirness: They are still outstanding. 


By Mr. Factor: 

~~ Q. So this new issue of twenty million is still subject to the first mortgage 
bonds and preference shares?—A. In the meantime some properties have been 
transferred to Simpsons Limited. In the period between 1925 and 1929 sub- 
stantial extensions to buildings and equipment have been made, and in 1929 the 
Simpson Limited Company took over some of the properties of the Simpson 
Company Limited. | 

Q. What is the balance owing on these two issues now that is still out- 
standing, there is the first mortgage bond on the operating company?—A. The 
first mortgage bonds on the 3rd of January, 1934 amounted to $1,375,000. 

Q. And the preference shares?—A. $3,750,000. 

Q. That is still outstanding on the operating companies?—A. Yes. 


By Mr. Kennedy (Peace River): 
Q. What is the expense in connection with the floating of this twenty 
million?--A. The underwriters received $10,000,000 bonds and $10,000,000 
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preference shares, and 120,000 Class B shares for $20,000,000. It is whatever 
they sell this 120,000 shares for. 
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By Mr. Sommerville: 
Q. The underwriters’ profit on the transaction was the 120,000 shares of 
Class B?—A. Yes. 
Q. And whatever price they sold the Class B at would represent their 
profit on it?—A. Yes. 
Mr. InsLey: They gave away 20,000 of them as a bonus, that leaves 100,000 
for them. 
By Mr. Sommerville: 
Q. They gave 20,000 to the purchasers of the preferred stock, and that left 
100,000 for themselves?—A. Yes. 


By Mr. Factor: 


Q. Has that been disposed of to the public yet by the underwriting com- 
pany ?—A. I do not know. 


By Mr. Sommerville: 


Q. Were not some of them sold to the public?—A. Some have been sold. 

Q. Do you know the price at which they were offered?_A. No, I do not. 

@. Has there been any substantial portion of them transferred, do you 
recall, from the books of the company? 

Mr. Nasu: We would not know, because the registers are not kept by the 
company. 

Mr. Senn: What are the Class B shares standing at? 


By Mr. Sommerville: 


Q. First of all, let us get the standing of the 1929 company; you had 
$10,000,000 bonds?—A, Yes. 

Q. Then 120,000 Class A shares?—A. Yes. | 

Q. And there was a distinction as between the Class A shares and the 
Class B shares—let us have that evidence developed—any dividends paid on 
Class B?—A. $3.00 per share on Class A, but they are non-cumulative. 

@. But there must be $3.00 a share paid on them before any dividend is 
paid on Class B?—A. Yes, that is the distinction ; but they carry equal voting 
rights, : 

Q. And both Class A and Class B have equal voting rights?—A. Yes. 

(). Have the preferred shares any voting rights?—A. Only when the divi- 
dends are in arrears. 

Q. That would give the holders of the Class B shares a large voting power 
in the company?—A. Yes. 

Q. So that the Class B shares with their very large voting power might 
possibly control the company?—A. Not with the Class A. 

Mr. Factor: Can you tell me from your record what the Flavelle’s received 
from the company since they made their original investment. 

Mr. Heaps: Perhaps if you could let me have the information I wanted 
about the 1925 statement now it would give the information Mr. Factor is 
asking for. 


By Mr. Sommerville: 


Q. Yes, that would give us the information. Now, Mr. Adamson, can you 
tell me what the original investment of 1,375 shares produced when the dis- 
tribution of the 1925 company was actually completed in 1929. If not, perhaps 
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you could give it to me on one share then?—A. For every one share, the original 
issue was 1,375 shares. 

Q. The original outstanding issue, yes?—A. Up until 1902, in 1902 there 
were 5,000 shares, all of which had been paid for in cash. 

Q. Had been paid for in cash at par?—A. Yes. Prior to that date no stock 
dividends had been paid, so that each 5,000 shares— 

Q. Now, wait a minute till I get this; 5,000 shares were issued to the same 
people as held the 1,375 shares?—A. Yes, that is correct. 

Q. So that at that time the total investment on the 5,000 shares was 
$500,000?—A. That is right. 

Q. That was in 1902, for the whole group?—A. Yes. 

Q. Now then, tell us what happened after that?—A. On each of these 
5,000 shares slightly more than 4 common shares were issued as stock dividends 
to 1917. 

Q. Up to 1917 there had been an issue of better than four for one?—A. Yes. 

Q. In stock dividends?—A. Yes. 

Q. In addition to their cash dividend?—A. Yes. 

Q. Up to 1917; what happens after that?—A. They got $150 per share 
for each share held in 1925. 

Q. In 1925 they got $150 for each share held, which meant—with four added 
to the original one—that they got $750 for each original share, or better?— 
A. Yes, approximately. 

Q. In cash?—A. Yes. 

Q. And at that time they received as well as large holdings in the company 
as they formerly held?—A. Yes. 

Q. So that their withdrawals at that time amounted to $750 a share on 
the original shares?—A. Yes. 

Q. And they retained their ownership in the same proportion?—A. Yes. 

Q. Now, what did they receive in dividends in the meantime; can you tell 
me that?—A. I can give you the rate of dividends, and the total amount of 
dividends—but not on these particular shares. 

Q. Then, if you will give us the rate of dividends for each year? Perhaps 
before going through the dividends we might follow through the actual shares, 
Up to the 1925 company they had five shares?—A. In place of their original 
one. 

Q. Five shares in place of their original one?—A. Yes. 

i oe And then when the 1925 company was formed they got 3 for 1?— 
. Yes: 

Q. That meant 15 shares?—A. Yes. 

Q. For the original 1?—A. Yes. 

Q. They had drawn out then $750 per share?—A. Yes. 


Q. And they had 15 shares for each 1 of the original shares held of the 
5,000? 


Mr. Facror: Mr. Sommerville, could we get at the figures; in 1902 there 
were 5,000 shares issued on an investment of $500,000. I wonder if Mr, Adam- 
son can ¢ell us what that investment of $500,000 had brought to the investors 
at the end of 1929? 


Mr. SoMMERVILLE: That is just what I am trying to get by shares. He is 
having difficulty in segregating it because other people bought shares in the 
meantime, and I am trying to limit it to single shares. 


The Wrrness: It will take a few minutes to work it out and check it. . I 
would like to make sure of the figures. 


Mr. Sommervitte: All right, Mr. Adamson, just work it out. 
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Mr, Heaps: Mr, Sommerville, you have the amount they received in 1925 
for that reorganization. 


Mr. SoMMERVILLE: $150 per share. 


Mr. Heaps: There was a $5,000,000 item that was divided amongst the 
majority of shareholders. 


Mr. SoMMERVILLE: Everybody got them. 


Mr. Heaps: I thought you might now obtain the exact figures that each of 
the shareholders obtained. 


Mr. Sommerviute: He can only give it to you in single shares because you 
see that was the distribution among themselves when the company was liquidated, 


Mr. Huars: That is the 1925 company? 


Mr. Sommervitue: Yes, that was the 1925 company; they paid them for 
handing in their shares. 


Mr. Heaps: And that was $5,000,000. 
Mr. SomMervitie: $5,000,000 plus 3 for 1. 


The Wirness: I would like to check those figures before I give them to you. 
Some of the shares were disposed of in the meantime and I would like to 
eliminate those. 


By Mr. Sommerville: 
Q. Even if you eliminate those how can that change the situation?—A. 
Some of those shares, the interests of the shareholders in 1925 were changed by 
1929 because some of the shares were sold to other persons. 


By Mr. Ilsley: 

@. Mr. Adamson, assume the case of a man who got one share in 1902 for 
which he paid $100?—A. Yes. | , 

Q. Assume that the gentleman followed that share through till 1925 when he 
got his cash, then he had 5 shares?—A. Yes. 

Q. By 1925?—A. Yes. 

Q. And for which he got $150 apiece, which made $750?—A. Yes. ] 

@. And he also got 5 other shares which he exchanged for 15 shares?—A. 
Yes. | 

Q. And those 15 shares he sold in 1929 for $150 apiece which js $2,250; the 
$2,250 plus the $750 makes $3,000 which he got in 1929 for an original invest- 
ment of $100 with his cash dividends every year in the meantime?—A. Yes. 

Q. That is the whole story is it not?—A. Yes. 


By Mr. Factor: 
Q. Then on that basis can you figure out what the Flavelle interests, say, 
received? 
Mr. Sommervinte: On that basis you can figure out what any shareholder 
received who had his holdings throughout. 


Mr. Inustry: Yes. 


By Mr. Sommerville: 
Q. Then that is equivalent to 30 for 1?—A. Yes. 
Q. Par value, plus dividends?—A. Yes. 
Q. Now then, what were the dividends received?—A. The dividends re- 
ceived were:— : 
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Q. Yes? These were on each share. If the holdings at 1917 were 5 for 
1 and the dividend declared was 10 per cent it is equivalent to 50 per cent 
dividend on the original investment?—A. Yes. In addition to that there were 
the bonds and preferred shares. , 

Q. Yes, and these preferred shares were issued as bonus shares to the 
same group?—A. As stock dividends. 

Q. I beg your pardon, as stock dividends?—A. Yes. 

Q. To the original holders?—A. Yes. 

Q. And by the way are they still held by the same interests?—A. I do not 
know who the preferred shareholders are at the present time. 

if nA do not know who the preferred shareholders are at the present time? 
—A. No. 

Q. But they are the preferred shares of the operating company?—A. Yes. 

Q. Now, in the setting up of the balance sheet for the financing of the 
1929 company with its $20,000,000 issue, what write-up or appreciation was there 
sn the assets of the company?—A. The 1925 company or the 1929? 

Q. In connection with the financing of the 1929 company. We already had 
the fact that the appraisal value was increased $2,816,850 in 1925?—A. Yes. 

Q. Although the appraisal showed a larger amount?—A. Yes. 

Q. Now, what happened in 1929 with the same assets?—-A. The same 
assets plus the extensions in the meantime were written up by $5,903,850. 

Q. That was in addition to that which was added in 1925?—A. Yes. 

~Q. So that the total appraisal appreciation for both those operations of 
1925 and 1929 amounted to $8,720,700?—A. That 1s right. 

Q. Then added to that were the surpluses of the company amounting to 
$8,460,7432—A. The surplus from 1925 to 1929 was $3,708,000. 

Q. The surplus for the four years?—A. Yes. The surplus for 1925 was 
around $4,700,000. 

Q. In these four years the surplus accumulated amounted to $3,708,000?— 
A. That is right. 

Q. And that made a total of $8,640,000, which together with $8,000,000 of 
appraisal write-up made a total of $17,181,000?—A. Yes, that is taking both 
appraisals and surplus together for both reorganizations. 

Q. For both reorganizations, and they actually got cash from the public 
against these for about $15,573,000?—A. They first got cash from the sale of 
the 1925 company securities which were then redeemed, and then the bonds and 
shares of the 1929 company were sold. | : 


OADONARDAAMNIAGD 
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By Mr. Heaps: | 

Q. Have not we got the book value of these physical assets of the com- 
pany in the same period?—A. Yes. 

The CHamrmMan: It shows here on this statement, land, buildings, and 
equipment. 

The Witness: Statement No. 11. 

The CHarrMAN: And it shows in 1929 as $16,850,000, that is after the 
$3,000,000 new building had been erected I think. Then the next year, 1930 
it shows at $21,600,000. That is the occasion when the write-up occurred. 


Mr. Hears: That is as the result of the appraisal? 
The CHAIRMAN: Yes. 
Mr. Hears: That shows the book value. 


By the Chairman: 


Q. That is the reflection of the new appraisal to which you have referred, 
Mr. Adamson?—A. Between 1929 and 1930. The dfference between the $16,- 
000,000 and $21,000,000 is largely new buildings. The effect of the appraisal 
write-up was to wipe out the reserves for depreciation rather than adding 
it to the cost of the assets, 


By Mr. Heaps: 


Q. Was there much difference between the book value of the company’s 
assets and that of the appraisal?—A. It was $5,900,000; the difference between 
the assets prior to the 1929 write-up and the book value was $5,900,000. 

Mr. SoMMERVILLE: You were asking for information respecting the ap- 
praisal. The prospectus shows the Canadian Appraisal Company made it and 
they made it on the basis of depreciated value. 


By Mr. Factor: 


Q. Mr. Adamson, as of the 3rd of January, 1934, the total assets, accord- 
ing to Statement No. 11, are $35,137,000 odd?—A. That is right, of which $8,- 
720,000 is represented by the amount by which the assets were increased as the 
result of the appraisal. 

Q. Yes, and against those assets there is an issue of $20 ,000,000?—A. 
That is on the next page. 

Q. Oh yes, and liabilities?—A. There were $3,000,000 of current liabilities, 
statement 11, page 2, $3,000,000, and $1,375,000 of Robert Simpson Company, 
bonds outstanding. 


By Mr. Sommerville: 


Q. Operating company?—A. Yes, $3,350,000 preference shares. 

Q. Of the operating company?—A. Yes, and bonds of Simpson’s, Limited, 
amounted to $9,127,600, and $1,556,000 of Series B bonds issued subsequent to 
the 64 per cent bonds. 

Q. By Simpson’s, Limited?—A. Yes, by Simpson’s, Limited. 

Q. Yes?—A. And there were the preference shares of Simpson’s, Limited, 
1929, $11,250,000, and the 120,000 class A and 120,000 class B shares. 

i @. Those class A and class B shares are given a value of $5,000,000?—A. 
es, 

_ . Q. That is represented by the amount of the appreciation of the appraisal, 

is 1t not, approximately?—A. It is partly represented by that. 

Q. Now, if you will go on with your memorandum respecting Simpson’s, 
Limited, 1929 I think we will get the complete story—A. On page §— 
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Q. You had quoted page 3, but we have discussed matters that are referred 
to on page 4 showing appraisal appreciation. Now then, page 5. 


Mr. Kennepy (Winnipeg): What page, Mr. Sommerville? 
Mr. SoMMERVILLE: On the memorandum. 


The Wirness: Shortly after incorporation Simpson’s, Limited, (1929) pur- 
chased certain of the lands, buildings and equipment of its constituent com- 
panies at their appraised value. As shown on statement No. 10 the lands and 
buildings taken over at 26th June, 1929, had a book value of $10,778,859.32. 
Against this the debt of the Robert Simpson Company, Limited, to Simpson’s, 
Limited, (1925) of $4,600,829.13 referred to previously (which Simpson’s, 
Limited, (1929) had taken over) was applied and the balance of $6,178,030.19 
is shown on the balance sheet at that date as “ owing to subsidiary companies 
re properties transferred” (statement No. 10). 


By Mr. Sommerville: 


Q. Yes. In the balance sheet of the new 1929 company then there is shown 
an amount owing to subsidiary companies of $6,178,000?—A. Yes. 

Q. And that is the consideration for the buildings taken over less the amount 
which they had already advanced on those buildings?—A. Yes. In the following 
year other properties having a book value of $1,808,311.70 were similarly trans- 
ferred to Simpsons Limited (1929). This debt had to 3rd January, 1934, only 
been repaid to the extent of $2,475,498.45 and at that date the amount still owing 
in respect of these transfers was $5,510,843.44. That is, the Robert Simpson 
Company— 

Q. It owed to the operating companies this amount of money?—A. Yes. 

Q. For the balance on certain buildings which it had taken over?—-A. Yes. 

Q. And which it had not paid for in any way?—A. Yes, to the extent of 
$5,010,843.44. 


By Mr. Factor: 


Q. So that Simpsons Limited are now owners and have the title to part of 
the real estate of the company?—A. Yes. 

Q. And who has the title to the remaining real estate?—A. The Robert 
Simpson Company. 

Q. The operating company?—A. Yes. 

Q. It is still in their name?—-A. Yes. 


By Mr. Sommerville: 


Q. Now we will see perhaps the reason for this. 

The Wirness: Simpsons Limited (1929) pays no interest on this debt to the 
constituent company, but the latter pay rentals to Simpsons Limited for the 
properties transferred. These rentals are at present $1,312,000 per year, or 
approximately 10 per cent of the appraised values of the properties taken over. 
The operating companies also pay all taxes, eround rents, insurance and repairs 
on these leased properties. 


By the Charman: 


Q. That will be a charge then— —A. Against the operating companies. 
Q. —against their merchandising account?—A. Yes. 


By Mr. Ilsley: 
Q. It is a big rent, is it not? 
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By Mr. Sommerville: 


(. First of all, they get no interest from the holding company on the money 
owing to them?—A. That is right. 

(). Secondly, they pay all the carrying charges of the property?—A. Yes. 

Q. Taxes?—A. Yes, and insurance. 

Q. Insurance?—A. Yes, and repairs. 

(. Yes, and interest on the mortgages?—-A. There are no mortgages; there 
are ground rents. 

(. Ground rents, and after paying all of these then they pay a rental 
additional of $1,312,000 per year to the— —A. Simpsons Limited, 

@. To Simpsons Limited, the holding company?—A. In respect of these 
properties. 

Q. And, therefore, Simpsons Limited have this income with which to pay 
their obligations on their bonds and on preference shares to the extent of 
$20,000,000 that have been issued?—A. Yes. 

(. Now, apparently an increased rent is paid by the operating companies 
on the appraisal value?—A. Yes. 

@. And this appraisal value was appreciated by some $8,000,000?—A. That 
is all the properties; that is not the particular property referred to as Simpsons 
Limited. 

Q. Roughly, what did the increase in the appraisal values represent in this 
case? 


Mr. Epwarps: Is not this more particularly the addition to Simpsons 
Limited? 

Mr. SOMMERVILLE: No, no. 

Mr. Epwarps: The new part through to Bay Street? 

Mr. SomMerVILLE: This is the whole building. 


By Mr. Sommerville: 


Q. Well, the operating company then pay this increased rental, and that 
rental whatever it is goes into the cost of operation of the operating company? 
—A. It comes out of the operating companies, yes. 

Q. And adds to their operating costs?—A. Yes, 

(. And must be carried as part of their fixed obligations of their business? 
—A. Yes. 


Mr. Factor: That all depends if the stores are owned. You have not given 
us the details of the real estate that was transferred to Simpsons Limited. 


By Mr. Sommerville: 


Q. Now, the real estate that was transferred was in use by the operating 
company ?—A. Yes. 

@. And the operating companies must make a profit big enough to cover 
the rentals on the buildings which were so transferred?—A. Yes. 


Mr. Insuey: Mr. Factor wants to know what stores these are. Is it sub- 
stantially all their stores? 


The Witness: It is all their stores, yes. 


By Mr. Factor: 
Q. All their stores were transferred to the holding company?—A. The 
balance of them except one part of the old Toronto store which is still owned 
by the Robert Simpson Company Limited. 
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By Mr. Sommerville: 


Q. Perhaps you would be good enough to identify the buildings that were 
transferred, if you can——A. There is quite a long list. 


By Mr. Kennedy (Winnipeg) : 
Q. Is it the self contained part that is still owned by the old company ?— 
A. Yes. It is one particular part of the Toronto store. 


By Mr. Edwards: 
Q. What is that, the Yonge Street property?—A. T hat 1s one of them. 


By the Chairman: 

Q. Could you turn, Mr. Adamson, te page 4 and see on that plan if we 
could identify the property?—A. I cannot identify it definitely, but it is the 
Yonge Street frontage of the Toronto store which is owned by the Robert 
Simpson Company. 

Q. Would it be the part designated as 1872 and 1895? 


By Mr. Heaps: 
Q. What is meant by the front of the Yonge Street store, how far back does 
that go?—A. From Queen to Richmond Street, and it goes back, I would say, 
about half way between Bay and Yonge Street. 


By Mr. Edwards: 
Q. It is the old building?—A. Yes, it is the old building. 
Mr. SomMERVILLE: Well, we have the idea generally. 


By Mr. Ilsley: 
Q. What about the Halifax store?—A, The other buildings are owned by 
Simpsons Limited. 


By Mr. Sommerville: 

Q. The Halifax store?—A. Yes, and the Regina. 

Q. Then at that rate the only building that is retained and owned by the 
operating company is the old building on the Yonge Street frontage?—A. Yes. 

Q. The merchandising buildings, does that include the mail order house?— 
A. Yes. 

Q. The remainder of the buildings then were transferred to Simpsons 
Limited?—A. Yes, or have since been constructed by them. 


By. Mr. IIlsley: 

Q. Just to make this concrete—and perhaps that is not necessary—-take 
for instance the Halifax store, this is the story, is it not, that Simpsons Limited 
took a deed of the Halifax store and did not pay for it so that this operating 
company, whether it be the Robert Simpson Company Limited or the Robert 
Simpson Eastern Limited owes a substantial sum of money to Simpsons Limited, 
as a creditor to the extent of a substantial sum of money, a creditor of Simpsons 
Limited?—A. Yes. 

Q. And Simpsons Limited does not pay any interest on that?—A. That is 
right. 

Q. To the operating company ?—A. That is right. 

Q. But it charges the operating company rental at a very high rate?— 
A. Yes. 

Q. For the Halifax store. I am taking the Halifax store as an example?— 
A. Yes. 
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Q. The result of that is, in the operating of the Halifax store it is burdened 
with a very high rental which it pays Simpsons Limited, but it does not get the 
benefit of the interest on the money which Simpsons Limited owes it?—A. Yes. 

Q. That is the story, is it?—A. Yes. 


By Mr. Sommerville: 


@. The result is, that it owns these buildings and it owns the common stock 
of the operating company?—A. Yes. 

Q. And its sole source of income is either from the rentals from these 
buildings or the dividends on the common shares?—A. That is right, 

Q. Of the Robert Simpson Company, Limited, the operating company ?— 
A. That is right. 

Q. And that means that the operating company must make profits neces- 
sary to pay the holding company the moneys required by the holding company 
to pay off their obligations?—A. If they pay them off. 

Q. If they pay them off, that is, if they are to meet the interest upon the 
$10,000,000 of bonds and the $10,000,000 of preferred shares the only source 
from which it can come is from the operating company?—A. That is right. 

Q. Either by way of rental or by way of profit?—A. That is right. 


By Mr. Factor: 


Q. Then if the rental is reduced, just for the sake of argument, the divi- 
dends or earnings on the common shares would be increased?—A. That is 
right. 

Q. Which would also go to the limited company?—A. That is right. Tak- 
ing all the companies as one, as a consolidation, the rentals have no effect at 
all, because they are income in the one company and expenses in the other 
company— 


By Mr. Ilsley: 


Q. I suppose it is more a question of the operating company making more 
money in its operation, is it?—A. No, I would not say that; the rent which is 
charged to the operating companies has not been increased on account of these 
rental charges. 


By Mr. Sommerville: 


Q. No, but it goes into the operating expenses.—A. It goes into the operat- 
ing expenses of the company, but not the expenses of the departments of the 
eccmpany, the merchandising company. 

Q. Quite, but it has to be spread as part of the overhead of the company? 
—A. Not of the departments but of the company itself. 

(). But in any event the departments are charged an arbitrary figure for 
overhead expense, overhead and management of the company ?—A. Yes. 

@). And that figure will be in there somewhere?—A. Not the rentals, no. 
The amount which is charged to the departments does not include this rental 
charge in total. 

Q. As rental?—A. The basis of charging rent to the departments has not 
been changed since the properties were transferred. 

Re SS I quite appreciate that rental as rental is charged to the departments?— 
A. Yes. 

). And that rental as rental has not been increased by this development?— 
A. That.is right. 

Q. But that rental that is paid is charged into the overhead of the com- 
pany?—A. Yes, of the company, but not of the departments. 
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Q. Then is there any apportionment?—A. It is an additional item in the 
profit and loss account for rentals, one item. 


By Mr. Heaps: 
Q. Has this been the same since 1929?—A. Yes. 
Q. No change?—A. The rental has not been the same. It varies from year 


to year. 
By Mr. Senn: 


Q. In other words, it is a method of bookkeeping and does not affect the 
final results?——A. It does not affect the profits of the consolidation of all the 
companies together. 


By Mr. Heaps: 

Q. What change has there been during the past five years?—A. It is 
$1312,.000 in 1933; $1,212,000 in 1932, which was a forty-eight week period 
instead of fifty-two, accounting for the decrease; $1,275,000 in, 1931. .° Exten- 
sions have been made from time to time, and those rentals changed for that 
reason. 

Q. There was no extension since 1929, was there?—A. Yes, there was an 
extension built, the Mutual street building—that is the mail order building,— 
~and the Montreal store. 

Q. It has been more or less the same, anyhow?—A. Yes, there is not much 
change in the amount of rent. 

aa the issuing of the prospectus, was there any mention made of these 
rentals! 


Mr. SommeERVILLE: I am afraid the reporter who was here when the excerpts 
were read from the prospectus has taken it with him. We have not that here 
at the present time. 


Mr. Heaps: I think it would have quite a bearing. 


The Witness: The prospectus mentioned that the properties are being 
transferred to Simpson’s Limited. 


By Mr. Heaps: 
Q. Was there any reference made to rentals?—A. The amount of the 
rentals? 
Q. Yes?—A. No. 


By Mr. Sommerville: 


| Q. Before we proceed, what has been the record with reference to the pay- 
ment of interest and dividends upon the securities issued by the 1929 company? 


By Mr. Factor: 


Q. Before you come to that, might I interrupt for a moment. This figure to 
pay interest by Simpsons Limited to the operating company would not affect the 
final analysis?—A. It does not affect the profit and loss of the consolidation. 


By Mr. Sommerville: 
Q. All right, Mr. Adamson?—A. The interest on the bonds has been paid. 
Q. The interest on $10,000,000 of bonds has been paid to date?—A. Yes. 
Q. What about the dividends on the $10,000,000 of preferred shares?—A. 
Paid in full from the time of issue to February 1, 1932; no dividends paid since. 
Q. The dividends on the preferred shares have not been paid since Febru- 
ary 1, 1932?—A. That is right. 
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By Mr. Factor: 
Q. Didn’t they start paying on May 1st of this year?—A. No. 


By Mr. Sommerville: 

@. Were any dividends paid on the Class “A” shares?—A. Class “A” shares 
were paid at the rate of $2 per share in 1929 and 1930, and at $1 per share in 
1931. No dividends have been paid since 1931, and the dividends on those 
shares are non-cumulative. | 

@. Those Class “A” shares are held by the employees and the management 
of the company?—A. Yes. No dividends have been paid on the class “B” 
shares. 

Q. No dividends paid on Class “B” shares. Now, proceed with the narra- 
tive, please?—A. Operating companies—this is speaking of the properties trans- 
ferred to Simpsons Limited. Depreciation provided on these properties by 
Simpsons Limited in 1933 amounted to $178,221, which is on the basis of 2 per 
cent of the appraised values of the buildings and equipment. Deducting the 
depreciation from the rental charge, the net rental income to Simpsons Limited 
in 1933 is $1,133,779. If maximum depreciation rates allowed by the Federal 
Income Tax Department had been provided on these appraised values, the net 
income would have been reduced by approximately $200,000, or to $933,779. 
This net rental is more than the interest charges on the funds actually con- 
tributed to the operating companies by Simpson Limited, (which as indicated 
later totalled approximately $7,700,000) and as a result the earnings of the 
operating companies are reduced and those of Simpsons Limited are correspond- 
ingly increased. Considering the organization as whole, however, these property 
rentals do not affect the earnings, being eliminated in the consolidated state- 
ments. 

Q. Naturally the operating company must earn enough money to pay the 
necessary interest on its securities, if it is paid?—A. Yes, they must get their 
income either by way of rentals or by dividends on common shares of the 
operating company. 


By Mr. Iisley: 


Q. Can you suggest any reason why the company does this, that is, charges | 
rentals and does not pay interest?—A. No, I don’t know. 
Q. You don’t know what the motive is?—A. No. 


By Mr. Sommerville: 


Q. Will you proceed, Mr. Adamson?—-A. The next is disposition of funds 
raised by Simpsons Limited. This is a summary of the funds raised by way of 
sales of securities in Simpsons Limited. Simpsons Limited (1929) has contri- 
buted $7,695,637 directly to the operating companies; it has also paid approxi- 
mately twice this amount to the former shareholders of the Robert Simpson 
Company Limited as shown in the following:— , 


Contributions to Operating Companies:— 
Cash— 
Advances by its predecessor, Simpsons Limited (1925) to 
the Robert Simpson Company Limited and applied 
against properties transferred... .. .. .. .. vt oy oe, Ree OU Bae 
Payments on account of properties transferreditr (2... oo..i.22 2,475,498 
Lands purchased’ and buildings constructed—(Mutual _ street 
addiwpmsd gd} on. dodatar oat Be’ GhemehA. ri... 619,310 
————=$ 7,695,637 
Cash paid _to former shareholders of the Robert Simpson Company 


imited:— 
DP TAS ATE my ha clay EUSA Ok! abt SAMIR, bugle 335 <otreiee ool eevee 1000 
In 1929 (through the winding-up of Simpson Limited (1925).. .. 10,548,450 
_ ——— 15,573,450 


$23,269,087 
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Q. In other words, $15,000,000 was paid out from the company to its share- 
holders?—A. Yes. 

@. The shareholders now still hold the same number of shares that they 
formerly held?—A. No. 

: @. In the operating company?—A. Simpsons Limited (1929), holds the same 
snares. 

Q. Simpsons (1929) holding company?—A. Yes. 

Q. It holds the same number of common shares as the 1925 company held? 
—A. Yes, of the Robert Simpson Company. 

Q. Of the Robert Simpson Company holdings?—A. Yes. 

Q. So that the shares have not been reduced:at all; the same number exists? 
An dL habisarie nt, 

Q. The same amount of shares, right up to the present time?—A. Yes. 

Q. They are still outstanding; and instead of their being in the hands of a 
group that took $15,000,000 out for their interest, they are in the hands of— —A. 
Simpsons. 

Q. —the management who took shares in the 1929 company ’?—A. The shares 
of the Robert Simpson Company are owned by Simpsons Limited (1929), whose 
own shares are held by the management of the company. 


By Mr. Ilsley: 


Q. Class “A”? common shares?—A. Yes, Class “A.” 
Q. The management and employees?—A. Yes. 


By Mr. Factor: 


Q. The operating company still has the original first mortgage bonds and 
6 per cent preferred shares?—A. Yes. 


By Mr. Sommerville: 


Q. It has never changed at all?—-A. The bonds are reduced each year. 

Q. Except to that extent. All right, will you proceed?—A. The funds for 
these purposes were raised largely from the sale of its bonds and preference 
shares. As explained previously, its Class “A” shares were giveri to those former 
shareholders who still retained an interest in the business, and its Class “B” 
shares went to the underwriters of the other issues. Because of the various types 
of issues made, the income required from the operating companies for interest 
and dividends varies according to what dividends are declared. 

At present no dividends are being paid on the preference shares of Simpsons 
Limited; in order to pay these dividends together with bond interest, income 
taxes, etc., it is necessary for the constituent companies to earn in addition to 
depreciation, interest charges on the bonds and dividends on the preference 
shares of the Robert Simpson Company Limited, still outstanding, approxi- 


Bee | CL icon ape HRC SME Ope Dice is ge RUS Raia oe Men ce nN 5 PSI $1,500,000 
Interest at 64 per cent (the dividend rate on the preferred 
shares) on the contributions made by Simpsons Limited 
to the operating companies would amount to approxi- 

OED Re ARRAS RS a et RTT Sei eae 500,000 

Balance, aDploxiMately waicems ads An Chnanoie sev shes acter pL 00,000 


which represents the approximate amount of interest charges on the securities 
issued in order to provide the funds paid to former common shareholders of the 
Robert Simpson Company Limited and of Simpsons Limited (1925). 
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(. There is now $1,000,000 of interest charges that has to be raised in order 
to pay the interest upon the securities that were issued to pay off the former 
shareholders?—A. That is right. 

Q. That is the situation?—A. That is, if the preferred dividends are being 
paid. 

Q. That is if the preferred dividends are being paid?—A. Yes. 


By the Chairman: 
Q. Which they are not?—A. Not at the present time. 


By Mr. Sommerville: 


Q. Not since 1932?—A. No, 1931. 

Q. February, 1932?—A. Yes, that is right. I beg your pardon. 

Q. Then there is a comparative balance sheet, Statement No. 11?—A. On 
Statement No. 11 are shown the assets and liabilities in consolidated form of 
the Simpson organization for the nine years, February 4, 1925, to January 3, 
1934. 

The increase in the total assets during the nine years (lands, buildings and 
equipment being included at their depreciated values) at February 4, 1925, 
and January 3, 1934, are listed side by side, showing the increase. 


By the Chairman: 
Q. It gives us 1925 and 1934?—A. Yes. 


At At 
4th February, 3rd January, Increase 
1925 1934 
Totalsper batarice!ehéetas (i). 22 it. OS) 2Bii$19:802.873 $35,137,603 $15,334,730 
Less: Appreciation of fixed assets included 
EOS EOR a a! vty aa oi yen eae vomits Eee 2,816,850 8,720,700 5,903,850 
Total value of assets, exclusive of appreciation. $16,986,023 $26,416,903 $ 9,430,880 


and is due to an increase of $2,213,451 in the current assets and to the large 
investment which the companies have made in additional buildings, the chief of 
which were:—. 

1928-29 Bay street extension to the Toronto store; 

1930 Central indoor parking garage; 

1929-31 New Montreal store; 

1931 Addition to Mutual street building, Toronto. 


By Mr. Factor: 


Q. Does that mean, Mr. Adamson, that this $9,000,000 of increase came out 
of the earnings between 1925 and 1934?—A. No, the extensions were financed by 
funds raised through the sale of securities. 


By Mr. Sommerville: 


Q. I observe on Statement No. 11 a small item running through various 
years, sinking fund cash in the hands of trustees, $31.25 in February, 1925, and 
$58.77 in 1932. It disappears then. What is that?—A. It is a small balance of 
the sinking fund in connection with the bonds. 

Q. And they were all paid off?—A. Yes. 

Q. All right, will you proceed?—A. The capital structure changed consider- 
ably during the period, and is summarized below. We have been over the 
details, but this is just a summary. 


The Cuamrman: You need not go over that again. The next page, or page 2, 
may be entered in the record. 
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Mr. SoMMERVILLE: That is the capital structure? 
The CuairRMAN: Yes, because we have gone all over that now. 
Mr. SoMMERVILLE: We will insert that at this point. 

At 4th February, 1925 


After the 
formation 
Before the of Simpsons At 
reorgan- Limited 3rd January, 
ization (1925) 1934 
Bonds, mortgages and preference shares of 
operating companies in the hands of 
tite public... «5-5  -SME Mee, wl oe 2+ 08 $ 5,900,224 $ 5,900,224 $ 4,725,223 
Common stock of The Robert Simpson Company 
Tarbes 1 ie CARS 1. aig tos 3,350,000 
Bonds of Simpsons Limited .. .. «e+ oe ee ted eeeeees 5,600,000 10,283,500 
Capital stock of Simpsons Limited— 
Preleveneeweinres sy 8k oc ns) Ben fae te) dpe yen ae | theese se 11,250,000 
Commomishates. - 1.1.6 Ye 2. 24 Seta, tee = 8S eteree mas Holz, 
Common shares, Class “A” and Class “B” 
RCE od eee sy 8 ane Mek oe ix Ten Boe Bie silathoey «> + 5,061,314 
Balance of profit and loss*account. .~ .t. tae Fel A SORSRE Be. +s tie re 3 725,819 
$14,056,111 $16,872,961 $32,045,856 


By Mr. Sommerville: 


Q. Will you proceed?—A. The next is a comparison of profit and loss of 
the consolidation, shown on Statement No. 12. Statement No. 12 shows the 
annual earnings, both before and after depreciation, of the organization as a 
whole from the time of the incorporation of Simpsons Limited (1925) to 3rd 
January, 1934; the charges against these earnings for interest and dividends on 
the bonds and shares of the constituent companies held by the public and for 
the bond interest of the holding company, etc., and the net profit or loss of the 
consolidation. The lower part of the statement shows how much of these 
profits have been paid out in dividends on the shares of Simpsons Limited. 

The Witness: Dealing with the earnings prior to 1925, which are not shown 
in Statement No. 4— 


By Mr. Sommerville: 


Q. Just before you leave Statement No. 12, I want to ask— —A. I am com- 
ing back to that as soon as we finish with the earnings prior to that. 

Q. All right, proceed?—A. From the time of the incorporation of the Robert 
Simpson Company Limited, in 1896 to 1925, the operations of the company and 
the subsidiaries which it acquired during that period, were very successful—the 
profits after depreciation, bond interest, income taxes, etc., amounting to 
$14,429,498. Dividends in that period were as follows:— 


Preference shares— 


Yip see ge ai a ee sg dar hag ei $7$2.322,532 
Common shares— 
In teasiion sete See Gor ik Wo lee . .. $4,450,923 
Stock dividends— 
Preference! shares. 6.5 0s. SS ee ee 8 500,000 
Govhrhdneshamesis oniies oe Dd (esi. 2,608; 


300 
———— $7 554,223 
—_—_—_— $9,676,755 


Balance of surplus account of 4th February, 1925, the date of the 
incorporation of Simpson’s Limited (1925) . ge we 2e$4, 762995 

Earnings from 1925 to 1933, inclusive: The annual profits of the consolida- 
tion, both before and after depreciation (as shown on Statement No. 12), along 
with the percentages of these earnings to the net invested capital (i.e. bonds and 
shares outstanding less appreciation arising from fixed asset appraisals) are sum- 
marized below. Do you want me to read these? 
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Mr. SOMMERVILLE: If you will, please. This is important, 


The CHAIRMAN: Put that statement in as it is. You can just state a few 
of them. 


_ewwws—0_.0000, soos 


Earnings 

Amount of : After Depreciation as pro- 

Year No. of net invested Before Depreciation vided by the Company 

weeks Capital 

: Per cent to Per cent to 
Amount net invested Amount net invested 

capital capital 

$ $ % $ % 

Wd Mesto ci ai andy 53 14,056,112 2,541, 652 18-1 2,019,812 d 14-4 
LOS wove ee eee 52 14, 580, 269 2,568,494 17-6 2,025,374 13-9 
Ih 2 (oie Rie Ree MT ses 52 15,251, 932 3,168,993 20-8 2,592,313 17-0 
A 4 poles ie pea sean? a wea! OZ 16, 147,009 8,425,222 21-2 2,861, 546 17-7 
O28) eel ee. a2 20,905,851 8,621,975 17-3 8,048,385 14-6 
POZO es ewiaike ait OZ 21,824, 867 8,422,204 15-7 2,657, 732 pes? 
Se re 52 24,507,271 3,277, 687 138-4 Papel UII e 10-2 
LSS Porras. See 53 23, 963,971 2,201,351 9-3 1,605,095 6-7 
WSS Ae Ses Ps 48 23,467, 133 679,278 2-9 114, 600* 0-5 
LYS Peers ok ks 52 23,325, 156 1,826, 607 7°8 1,223,458 5-2 


*Note:—Depreciation was not provided by the Company for the year 1932. The profits shown 
$114,660 are after deducting $564,618 for depreciation which is the amount provided during 1932 but reversed 
at the year end. 


The Witness: In 1924, the percentage of earnings to the net invested 
capital was 18-1 per cent, before depreciation. After depreciation, as provided 
by the company, it was 14-4 per cent. In 1930, it was 13-4 per cent before 
depreciation and 10-2 per cent after depreciation. In 1933, it was 7-8 per cent 
before depreciation, and 5-2 per cent after depreciation. 


By Mr. Sommerville: 


Q. What do you mean by “ the net invested capital”; what have you taken 
as being the net amount?—A. All the outstanding bonds and shares in the hands 
cf the public; not the inter-company holdings and the surplus and the balance 
at the end of each year. 

. All the bonds and shares in the hands of the public?—A. I have the 
details here. 

Q. Of all the companies?—A. Yes; there are only the Robert Simpson bonds’ 
and preference shares and the Simpson’s Limited bonds and shares. 

Q. We have already indications that those shares have been increased from 
time to time, the share assets have been increased from time to time by the stock 
dividends?—A. That was before 1924. 

Q. But then that formed the basis, did it not; are they not included in 
those?—A. No, because the common shares of the Robert Simpson Company 
are held by Simpson’s Limited and are not in the hands of the public. The 
shares were washed out in the consolidation ; the shares which are outstanding 
in the hands of the public are only the bonds of the Robert Simpson Company, 
3,350,000 preference shares of Robert Simpson’s and the Simpson’s Limited bonds 
and preference shares. 

Q. Now, let us see how they make up that $23,000,000?—A. 1933. Bonds, 
mortgages and preference shares of the subsidiary companies of Robert Simpson, 
$4,725,223; Simpson’s Limited, bonds $10,283,500; preference shares $11,250,- 
000; common shares, $5,061,314; surplus balance of $725,819, a total of $32,- 
045,856, from which was deducted the amount of the appraisal. 

@. The appraisal appreciation?—A. Yes. 
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Mr. Instey: Where did you get the valuation to put on the class A and the 
Class B shares? 

The Wirness: The valuation in the books of the company. 

Mr. SomMMERVILLE: At what amount are they valued in the books of the 
company? 

The Witness: $1,061,314. 

Mr. Insuey: What is that value based on? What is the valuation of the no 
par shares based on? 

Mr. SomMERVILLE: It means about $20 a share. 

The Wrrness: It is a balancing figure to bring the obligations up to the 
value of the assets in the Robert Simpson company. 

Mr. Iustey: Based essentially on an appraisal? 

The Witness: Yes. 


By Mr. Sommerville: 
Q. The balance, the appreciation and the appraisal?—A. Yes. 
Q. It does not represent cash paid into the company for that amount? 
No. 
Q. To that extent this amount $23,000,000 does not represent cash?—A. 
The appraisal has been eliminated from that figure of $23,000,000. 


Ae 


By Mr. Factor: 

Q. Why do you say you eliminate the common shares of the operating 
company ?—A. Because they are held by the Simpson’s Limited company, and 
in the consolidation are washed out, the inter-company holdings. The per- 
centages of the earnings after depreciation to the actual invested capital, that 
is, before the deduction of the appreciation is shown for each of the ten years: 
1924, 10 per cent; 1925, 11-6 per cent; 1926, 14-3 per cent; 1927, 197.er 
cent; 1928, 12:9 per cent; 1929, 8-7 per cent; 1930, 7-5 per cent; 1931, 4:9 
per cent; 1932, 4 per cent; 1933, 3-8 per cent. 


By Mr. Sommerville: 

Q. That is, including those appreciation allowances?—A. Yes. 

Q. Including the common stock?—A. Yes. 

Q. Of Simpson’s?—A. It includes all of the outstanding shares in bonds to 
the public. 

Mr. Itstey: That $5,000,000 valuation is in that? 

The Witness: Yes. 

Mr. Instey: It is in the $23,000,000? 

Mr. Sommerviuie: It is in the sense that— 

The Witness: The amount of the security issued after the appraisal appre- 
ciations have been eliminated to show the earnings if securities have not been 
issued for the amount of the appreciation. 

Mr. Instey: All right; I do not quite understand, but I can get an idea in 
a vague way. 

The Wrrness: The last figure is the percentage to the actual invested 
capital. 

Mr. SoMMERVILLE: Yes. 

The CuairMAN: Continue. 

The Wrrness: The operations of the various units of the organization will 
be referred to later. The Toronto store has always provided the greater part of 
the earnings, although in the past four years, its earnings have been considerably 
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reduced. During this same period, the operations of the mail order division 
have not been profitable, due to the very substantial reductions in mail order sales 
volume. It will be noted that dividends on the preference shares of the Robert 
Simpson Company Limited have been maintained throughout the period. Divi- 
dends on all the common shares of that company have been paid to Simpson’s 
Limited, since early in 1925, so that they do not appear in the consolidated 
statement. The net profits available for the shareholders of Simpson’s Limited 
increased from $867,519 to a peak of $1,645,180 in 1928. In 1932 there was a 
net loss of $177,313, but the following year showed a net profit of $200,903. 


By Mr. Sommerville: 


Q. That loss is more than offset by depreciation?—A. Yes. In 1932, there 
was no depreciation provided; that was the only year. 
Q. They did not deduct any depreciation that year?—A. No. 
_ Q. The store operations were successful but the combined operations pro- 
duced this loss?—A. Yes. 


Mr. Harps: Does that take into consideration the rentals on the premises 
of $1,300,000? 

The Witness: It is eliminated in the consolidation because it is just the 
expenses of one company against the income of another company, 

Mr. Hears: The rent is not shown. 


The Witness: Paid out by one company and received by another, so that 
in the end it is washed out in the consolidation. 

Mr. SOMMERVILLE: Represented largely by the amount paid out, interest 
on bonds, and preference shares. 

Mr. Nas: Not preference; that would be dividends; by interest on the 
bonds, yes. 

The Witness: The dividend record of Simpson’s Limited is summarized 
as follows:— 

Simpson’s Limited (1925)— 

6 p.c. preference shares—paid in full from time of issue (1928 and 
1929) to redemption in June, 1929; ; 


Common shares paid $2.50 per share in 1925; $4 in 1926; $5 in 1927 
and 1928; $1 in 1929. 

Simpson’s Limited (1929)— 
63 p.c. preference shares—paid in full from time of issue to 1st Febru- 


ary, 1932. No dividends paid since. The dividends on these shares 
are cumulative. 


Class “A” shares—paid at the rate of $2 per share in 1929 and 1930 
and at $1 per share in 1931. No dividends have been paid since 
1931, and dividends on these shares are non-cumulative. 


Class “B” shares—No dividends paid. 


The next section deals with the income and expenses under the holding company 
itself. I think we have pretty well covered that. 


The CHAIRMAN: Yes, we have covered that pretty well. 

-Mr. SoMMERVILLE: It is the same thing in regard to the 1929 company? 
The Witness: Yes, the same thing. 

Mr, Nasu: It was all part of the printed statement.. 
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The CHarrMAN: All right. 


Mr. SomMERVILLE: A note ought to be made by the reporter, somewhere, 
indicating where, on the printed sheet very heavy black type is used, it repre- 
sents red ink on the original statement, and indicates either a loss or a deficit, 
according to the record in the statement, or it sometimes may refer to a deduc- 
tion instead of an addition. 


Mr. Nasu: I gave certain information yesterday as to price spreads in 
Woodward’s and Spencer’s, and if the chairman or the committee would like, 
it can be made part of the printed record. They are in the hands of the printer, 
and can be put in their proper place at the close of yesterday’s proceedings, 
instead of being mixed up with the other companies. . 


The CuarrmMan: It will be so printed. 


Mr. Nasu: The printers would have them printed, and they could be 
put in their proper place. 7 

The CHAIRMAN: Ask them to add them to the record or as an appendix 
to yesterday’s record. 


By Mr. Young: 
Q. Why was the year 1932 a 48-week year?—A. The company changed its 
year end from the end of January to the end of December, or approximately 
those days. 


The CHAIRMAN: Your next is operations. 
The Wirness: The operations of the various units. 


The CuairMAN: We are going to distribute some forms amongst the mem- 
bers of the committee. 


By Mr. Ilsley: 


Q. I want to ask a general question or two to get this clear before we go 
on. All of the profits of this company were at the peak of its prosperity in 
1928?—A. Yes. 

Q. 1928?—A. 1928 and 1929 was the period. 

Q. That is when the persons who were interested in it from the beginning 
stepped out of the company?—A. Yes. 

Q. Getting $3,000 for an investment of $100 about 1900?—A. On their 
original investments. There were other shares paid for subsequently on which 
the return would not be the same. 

Q. But for those who had been in it from the beginning, it is true that they 
cot $3,000 on $100 invested by stepping out at the peak of the company’s 
prosperity?—A. Yes, as a group. The shares had changed hands in the mean- 
time, so you cannot say one individual got that. 

No. 


By Mr. Sommerville: | 

Q. If, as was shown, the Flavelle, the Fudger and the Cox interests remained 

from the beginning to the end, they, at least, received that amount from the 

shares held representing the original investment?—-A. Yes, on those shares which 
they held at the time that they got out, they realized that. 


By Mr. Ilsley: 


Q. They had received cash dividends every year during the time they were 
in?—A. Yes. 
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Q. And some years these cash dividends amounted to 50 per cent on their 
original——A.. Original invested capital, yes. 

Q. That is to say, suppose I was a shareholder who came in in 1929, I paid 
$3,000 for what cost the original investor $100, didn’t I7—A. That is the amount 
the shareholders had got out of it during that period, $3,000. 

Q. If the company is put in a position now to earn fair dividends on the 
$3,000 it is earning a lot on what went into it?—A. Yes. 


By Mr. Sommerville: 


Q. Before you leave this narrative, I just want to have you make a refer- 
ence to the last statement, statement 12. What is the earnings of the consolida- 
tion? Read that figure? “The largest expenses of Simpson’s,” read that.—A. 
The largest expenses of Simpson’s Limited (1929) is the interest on $11,250,000 
bonds issued by it, which requires slightly more than $600,000 per year. If 
dividends are to be paid on the cumulative preference shares, a further $731,250 
is required, but, as mentioned above, these have not been paid since 1st Feb- 
ruary, 1932. 

Q. Continue with the next paragraph—aA. Statement No. 12 shows that the 
earnings of the consolidation, in excess of bond interest and dividends paid from 
the time of incorporation of Simpson’s Limited (1929) to 3rd January, 1934, 
amount to $725,819. Simpson’s Limited (1929) as a corporation, however, has a 
balance in its own profit and loss account of $974,731. Thus the holding com- 
pany has been withdrawing slightly more than the combined earnings of its con- 
stituent companies. 


By the Chairman: 


Q. Of the obligations outstanding, shown in the consolidate balance sheet, 
roughly $23,000,000, approximately $15,000,000 of that would represent securi- 
ties issued in order to secure the funds to purchase the various stocks which are 
represented by the $15,000,000 paid out, $5,000,000 in 1925, and $10,000,000 in 
1929?—A. That is right. The total bonds and stocks and shares outstanding 
the 3rd January, 1934, is approximately $32,000,000, not $23,000,000. 

Q. There is the appreciation?—A. Yes. 


By Mr. Sommerville: 


Q. Will you give us the total cost of the company’s refinancing in 1925 and 
1929? We have already had the expenses of the two items, $170,934.20 for the 
financing of the 1925 $5,000,000 bond issue. 


Mr. Factor: He gave us that. 
The Witness: There are 120,000 class B shares. 
Mr. SomMervILLe: There is the financing of a bond issue, $121,255— 


The CHarrMan: Perhaps the best way would be to ask Mr. Adamson to pre- 
pare a concise statement which can be put in later, showing all of the costs of 
this refinancing. 


The Witness: Yes. 

Mr. Factor: There are only three items. 

The CuarrMAN: There will be those that were retired, too. 
Mr. SomMERVILLE: The total redemption amounts. 

The CuamrMAN: There were securities retired in that year. 
Mr. SOMMERVILLE: Yes. 
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By Mr. Isley: 


Q. I do not suppose you know the cost of the 1929 financing?—A. I do not 
know what was realized for those shares; the shares were given to the under- 


writers, 120,000. 
Q. How did class B shares sell shortly after that?—A. I don’t know. 
Q. Wood, Gundy & Company did all the financing?—A. Yes. 


The CHarrMAN: Let us get on with the next statement. 
Mr. SoMMERVILLE: You are proceeding with the store? 


The Witness: The Toronto store operations. Statement No. TT-1 is the 
first. 
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(Toronto Store) 
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CoMPARATIVE TRADING AND PROFIT AND Loss STATEMENT For Ten Yuars 1924 ro 1933 INCLUSIVE 


1924 1925 1926 

53 Weeks 52 Weeks 52 Weeks 

— ended 4th ended 3rd ended 2nd 
February,1925|February ,1926 February ,1927 

$ $ $ 
HSslesfs tet Ov: Sie HOsIB ena. aeat 22,184,397 23,471, 204 24,021,577 
AV AsbOt RAles.. th ck at wtp ...ot boomed. 188. ae 15, 756, 135 16, 609, 259 16, 866, 409 
3| Gerdes ProntaAe.. Wik DEUIE.. Se Mea Re 6, 428, 262 6,861, 945 7,155, 168 
4|Gross Profit Percentage to Cost of Sales.................. 40-8% 41-38% 42-47, 
5| Deduct: Expenses (excluding depreciation and interest).... 4,605, 086 4,841,535 4,883,365 
6| Departmental Operating Profits before charging interest 

SUC GOnEeCin OD oc nauiie ak tka ee ca ee Ee 1,823,176 2,020,410 2,271,803 

7|x Deduct: Depreciation on Fixed Assets.................... 432,963 454, 236 484, 878 
8| Departmental operating profits after charging depreciation 

but before:charging interést sie eo T7500;2ie 1, 566, 174 1,786, 925 

9|x Deduct: Interest charged to Departments................ 672,518 674, 923 685, 819 
10/Departmental operating Profits or Losses after charging 

Interest and Dépretiagion Sic isxcee a. §. sei) al. 717,695 891,251 1,101,106 
11] Less: Adjustments of InventoryiReserves. Ape, Sh. Per estes | 2A Re 100,000 
12 Adjustmentsof Deprecintions j.cs4 11. snore thdle re eg blak. earn Oe eee 
13 GRAM AGIMG MONI 55 UFaG SAU a aban te Leu. omar ee 100, 000 
14) Net Departmental Profits or Losses...................... 717,695 891,251 1,001,106 
15) Add: Interest charged to Departments as shown above.... 672,518 674, 923 685,819 
16 Miscellaneous Revenue, less expense fet ee a 3,485 8,421 35, 875 
17 Miscellaneous ad iUsimente: 007... oa tae ee ee DO, OOO)... see ees 
18 Special contract Profit or Wooseesi 8.0.7. BAA Noe Ol. eel WOUNE ee: Tee aes 
19 1,393, 698 1, 624,595 1, 722, 800 
20| Add: Depreciation provided out of departmental opera- 

tions and included in rent credited to Simpsons Limited! 4.19) etalon ages he ped, oe 
21 1,393,698 1,624, 595 1,722,800 
22) Less. Heontals eved ited to. Simpsons Lirited, 8 Wee. ensues v.42. earn 
23 1,393, 698 1,624, 595 1,722,800 
ad ak Depredinpiqn wt iptenbaglkrad ses... ois, .c-exe.0|0as tu ae ea 
25|Net Profit before provision for Income Taxes, Bonuses, 

PUG MUELOSLNOLG. es vod es ee ke 1,393,698 1,624,595 1,722,800 
26| Deduct: Provision for Income Taxes...................... 130,000 151,500 140, 000 
27 Provision for Employees’ Profit sharing fund and 

BeAUsa diet, Pea. omaha. ' Pe, core 178, 868 190, 500 184, 830 
28 POU UCT RE ay ee. Mee aoe ee tee ees 96,081 92,180 90,525 
29 Commissions and Expenses re issue Simpsons 

Laumuved (1925) Preterred Shares..cris. for vcan [cc ct osteo kts ieee eee 
30 POOUAL, -cecat nan iatoes Paes Ue ee att OL nent 404, 949 434, 180 415,355 
31)Net Profits after Provision for Income Taxes, Bonuses, 

Employees’ Profit Sharing Fund and Bond Interest, etc. 988,749 1,190,415 1,807,445 
32/Deduct: Dividend on Preferred Shares................... 201,000 251,250 201,000 
Shy Dividends on Common Shares.................. 3835, 000 519,250 896, 125 
34 pLotel Dividondiag. 0 ou eo eo es 536, 000 770, 500 1,097,125 
35) Net Additions to Surplus..................0.000-0---5., 452,749 419,915 210,320 


xNore: The above figures for interest and depreciation include approximately $45,000 per annum 


charged to the Robert Simpson Eastern Limited. 
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STaTEMENT No. TT-1 
THE ROBERT SIMPSON COMPANY LIMITED 


(Toronto Store) 


CoMPARATIVE TRADING AND PROFIT AND Loss STATEMENT FOR TEN YEARS 1924 To 1933 INCLUSIVE 


1930 


1927 1928 1929 1931 1932 1933 
52 Weeks 52 Weeks 52 Weeks 52 Weeks 53 Weeks 48 Weeks 52 Weeks 
ended Ist ended 30th ended 29th ended 28th ended 38rd ended 4th ended 3rd 
February1928] January, 1929 | January, 1930 | January, 1931 |February,1932| January ,1933 | January, 1934 
$ $ $ $ $ ga Gh] 1 onegel ane et 
25,152,589|  27,084,993/ 31,290,698} 30,917,406] 29,430,371) 22,458,679] 23,479,297] 1 
17'632,348| 18,732,735]  21,545,540| 21,367,163}  20,711,033|  15,842,379| 16,303,836] 2 
7,520,241; 8,352,258 9, 745,158| 9,550,243| 8,719,338] 6,616,300, 7,175,391) 3 
42°7%, 44.6%, 45 -2% 44°7 42.0% 41.8% 44°0%| 4 
5,040.713| 5,677,856] 6, 764,740| 6,707,495] 6,539,852| 5,379,565 «5, 547,166) 5 
2,479,528} 2,674,402} 2,980,418] 2,842,748] 2,179,486] 1,236,735] 1, 628,225] 6 
464. 512 471. 660 753,697 61,931 744,912 669,085 424 623| 7 
2,015,016] 2,202,742| 2,226,721) 2,080,817} «1, 435,274 567,650/ 1,203,602] 8 
671,738 698,313 993°799| 1,097,268| 1,114,310 987,758] 1,178,789| 9 
1,343,278} 1,504,429] 1, 282, 922 983, 549 320,964 420,108 24, 813/10 
100, 000 TOO OOD Ean ets van 104,052 160,000 40,000 ~~ 
Were Nee ohy et 100,000|.............. 118 960) oe ee ee 
100, 000 100, 000 100,000 104,052 303,000 40,000|..............|13 
1,243,278]  1,404,4291 1,332,922 1,087, 601 623, 964 380,108} 24, 813/14 
671,738 98° 313 993°799/  1,097,268| 1, 114,310 987.7581 1,178, 789/15 
67,926 39” 403 133,439 84/094 34’ 037 47,475 98'875|16 
ee ee he reek a £6,000... oe 17 
11.164 7,230 5,031 38 30,135 10,342 26,702) 18 
1,982,942) 2,134,915} 2,188,251] 2,100,813 1,742, 176 604, 783 1,275, 775|19 
1S et ee ees 123,919 221,711 215, 752 209, 706 107,896|20 
1,982,942|  2,134,915| 2,312,170] 2,322,524] «1,957,928 814,489] 1,383, 671/21 
ene Per 357,690 724, 800 787,378 738, 460 800, 000/22 
1,982,942) 2,134,915, 1,954,480] 1,597,724] 1,170,550 76,029 583, 671123 
RIE tee eC eo et i 466 Teal elec eee 
1,982,942; 2,184,915] 1,954,480 1,597,724] —«:1, 170, 550 542, 182 583, 671|25 
133, 650 150, 000 169, 000 STN ean ee 28,895 17, 165126 
265,836 269, 759 295, 872 121,775 41, 438 12,973 16, 675|27 
87, 689 85, 692 83/580 80, 486 79° 262 697084 71, 689|28 
Denn B's Pont aR ee ae Pay gs tl en ah MUS GN cera 
487,175 676, 385 548, 452 268, 761 120,700 53, 162 105, 529130 
1,495,767, 1,458,530| 1,406,028) 1,328,963) «1,049,850 489, 020 478, 142/31 
201, 000 201, 000 201, 000 201, 000 201, 000 185,540 201, 000/32 
1,005,000] 1,038,500 603,000 636, 500 AAG ODI cece sae da Os 33 
1,206,000] 1,239, 500 804, 000 837, 500 670, 000 185,540 201, 000/34 
289,767 219,030 602, 028 491, 463 379, 350 303, 480 977, 142135 
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THE ROBERT SIMPSON COMPANY LIMITED 
(Toronto Store) 

COMPARATIVE TRADING AND PROFIT AND Loss STATEMENT For Ten Years 1924 To 1933 INcLUSIVE 
Surptus Account 
—SSSsssssamamaasSaRDD—-—aa—mroa—wanmanm@maana»n@m@> 
1924 1925 1926 
53 Weeks 52 Weeks 52 Weeks 


oe ended 4th ended 3rd ended 2nd - 
February, 1925|February,1926|February ,1927 


$ $ $ 
36|Balance forward from previous year...............0...... 3,008, 466 3,615, 726 4,035, 641 
37| Net addition to surplus for the year asabove............. 452,749 419,915 210,320 
38|Profit of Toronto Mail Order division for the year 1925 
(then owned by The Robert Simpson Company Limi- : 
PRES eels CLR Ale nb aie «cde AB Se one, ABER BEG. Be $54; 511). -cotcevees..|. ieee areecer.. 


Sed SAMAR ReiBs $x Ss CSAC RONSON NE OH ONO UONE 46 NONOUE HONE: (BEL ENDS Sere Ken ete) 6 MEN Novela ton ebeneroneTehelad Gv od liskarenel oveuer el exeieowetellvewavareeuumansaseenenenes 


im1te 
a0) Transiorred to General Reserves oh arcing dnucoudtient|. des .o52ce- 4. doe, 


41|Balance in Surplus Account at the end of the year......... 3,615, 726 4,035, 641 4,245,961 
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SrateMENT No. TT-1 
THE ROBERT SIMPSON COMPANY LIMITED 


(Toronto Store) 
COMPARATIVE TRADING AND Prorit AND Loss STATEMENT FOR TEN YEARS 1924 To 1933 INCLUSIVE 


Surpius Account 


1927 1928 1929 1930 1931 1932 1933 
52 Weeks 52 Weeks 52 Weeks 52 Weeks 53 Weeks 48 Weeks 52 Weeks 
ended ist ended 30th ended 29th ended 28th ended 3rd ended 4th ended 3rd 
February1928| January, 1929 | January, 1930 | January, 1931 | February, 1932] January, 1933 | January, 1934 


———— | | | ee Od” 


$ $ $ $ $ $ $ 
4,245,961 4,535,728 4,754, 758 5, 356, 786 5, 836,191 6,216,041 5,911, 313136 
289,767 219,030 602,028 491,463 379, 850 303, 480 277, 142137 
SO Se SE es ae. | Ae 2 cee ee 
sad EE LOA | ae he a A ne CI 608,208 216,818139 
Mete ears a go TENT elect este eet Cet gD ee Nea! 


4,535, 728 4,754, 758 5,356, 786 5, 836, 191 6,216, 041 5,911,313 5, 971, 637)41 
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2824 SPECIAL COMMITTEE 


Statement No. TT-5 
THE ROBERT SIMPSON COMPANY LIMITED 


(Toronto Store) 


DEPARTMENTAL STATEMENT oF Prorit AND Loss For Firry-two Week PErRIoD ENDING 
3RD JANUARY, 1934 


——— 
_ °° { |), erecta eeererEeeeeee 


Total 
Direct 
Sales Gross Expenses 
for year Profit of Sales 
Dept. Department ending Cost of Gross | Percentage} Depart- 
No. 3rd January} Sales Profit to Cost ments as 
1934 of Sales detailed 
on Schedule 
attached 
$ $ $ % $ 
200 |Lending Library................. 15, 086 6,931 8,155 117-66 4,617 
aL SOIR Bat, 2 oe oe ne eee 190,017 128,005 62,012 48-44 25,358 
Su enOMert. «|<. car sare ee 304,990} 196,514 108, 476 55-20 38, 963 
203 BOM re os hee eer ee ee 138, 613 97,938 40,675 41-53 13,576 
mete PE MIGL CeOIRISS 8 oot Sec be 506,720} 345,569 161, 151 46-63 42,113 
BOd > MI pbcal Catena... foes, ee 42,115 18, 626 23,489 126-11 9,262 
206 |Notions and Buttons............. 298,725 188, 308 110,417 58-64 45,272 
208 |Wools and Art Needlework....... 184, 107 122,551 61,556 50-23 28,276 
210: |Elizabeth Arden.../.-.2.......d. 13, 507 8,590 4,917 57-24 3,305 
225 |Hand Bags, Umbrellas, ete...... 245,287 155,231 90,056 58-01 30,201 
7s ER 3 eG de Af iy oO de ROMY Ph 345, 052 200, 159 144, 893 72-39 46,871 
a BREN on tg eee ee 233,405 148, 495 84,910 57-18 30,505 
Bae) Toalwerware. 6.0. .+. 0c oes tee 246,981 158, 006 88,975 56-31 34, 662 
oy PO a OO 5 a aR eR fen 531,567 381,651 149,916 32-14 48,920 
=| fee afk 5 2 ee ee! ee Ta 212,720} 144,348 68,372 47-37 2a, cod 
233 |Lower Priced Gloves and Hosiery 211,143} 151,620 59, 523 39-26 po ae A 3 
pot pee st Peart eS le Be 509,101 350,495 158, 606 45-25 67,455 
252 |Men’s Underwear................ 149,075 99,791 49,284 49-39 18, 384 
253 |Men’s Sweaters, Hats and Collars 180, 408 1225717 57,691 47-01 25, 572 
255 |Men’s Gloves and Hosiery....... 250, 383 167,371 83,012 49-60 30,059 
260 |Men’s Overcoats................. 308,445} 203,327} 105,118 51-70 36, 564 
ier ben 8 Saiee. oS. 4 Oe 331,168} 238,949 92,219 38-59 35, 798 
265 |Men’s Custom Tailoring.......... 279,830} 214,760 65,070 30-30 33, 146 
nee. iBage  Clathiie ©: Basco 419,916} 285,308 134, 608 47-18 47,425 
269 |Boys’ Furnishings................ 216,100) 142,165 73,935 52-01 27,705 
270 |Ecclesiastical.................... 1,257 3,519 2,262 64-28 649 
276 |Women’s Shoes.................. 742,599} 522,923} 219,676 42-01 82,218 
241) \oliee Repairing: eo. 26,261 21,039 5,222 24-82 321 
283 |Children’s Shoes................. 117,438 86, 763 30,675 35-35 17, 156 
mao. (Men's Shides2 5... a hee oe. ce oc 252,720} 175,562 77,158 43-95 34, 655 
287 |Lower Priced Shoes.............. 318,464] 236,710 81, 754 34-54 34, 353 
290 |Toys, Sporting Goods, etc........ 526,534] 359,693 166, 841 46-38 85,025 . 
oun - Hamaeicd i entae. .o t e 773,196} 538,690} 234,506 43-53 84, 641 
304 |Knitted Suits, Sweaters, Skirts, 
end Bloased | 2A oo oe 292,043] 201,537 90,506 44-91 45,249 
305 |Medium-Priced Dresses.......... 310,635) 226,971 83, 654 36-86 48, 544 
306 =? Moderately Priced Dresses, House 
308 Dresses and Jr. Misses’ Dresses 680, 689 463,740 216,949 46-78 109, 498 
311 es ce Se ee ge 237,153 180,198 56, 955 31-61 17, 204 
oie.) PMiaeye oe, . eae oe oe 503,528} 312,812 190,716 60-97 77, 668 
314 |Millinery Accessories............. 24,205 16, 553 7,652 46-23 6, 686 
316 |LowerPriced Dresses, etec........ 313,334 234, 590 78, 744 33-57 35, 693 
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STaTEMENT No. TT-5 
THE ROBERT SIMPSON COMPANY LIMITED 


(Toronto Store) 


DEPARTMENTAL STATEMENT or Prorit aND Loss ror Firry-two WEEK PERIOD ENDING 
38RD JANUARY, 1934 


Sn; van Se TRL, Th ta < cha ca [SiS ae a a 


Total 
Indirect Net Profit or Loss 
Exxpenses as shown on 
charged Net Profit Company's 
Profit or Loss to Sales before Interest Interest Departmental 
Depart- on Investment on Profit and Loss 
ment as Investment Statements 
Soheule P sae 
Per cent chedule er cent Per cent 
Amount to Sales attached Amount to Sales Amount to Sales 
$ % $ $ % $ $ % 
3,538 23-45 1,540 1,998 13-24 1,045 953 6-32 
36, 654 19-29 28,183 8,471 4-46 11,843 35302 1-77 
69,513 22-79 43, 586 25,927 8-50 17; 132 8,795 2-88 
27,099 19-55 nee 11,547 8-33 4,660 6,887 4-97 
119,038 23-49 66,933 52,105 10-28 25,45 26, 648 5:26 
14,227 33-78 6,008 8,219 19-52 2,188 6,031 14-32 
65, 145 21-81 44,291 20,854 6-98 16, 968 3,886 1-30 
33,280 18-08 26,909 6,371 3-46 10,896 4,525 2-46 
1,612 11-93 1,802 199 1-41 1,424 1,614 11-95 
53,825 21-94 85, 440 18,385 7-50 14, 054 4,331 1-77 
98 , 022 28-41 55,227 42,795 12-40 25,831 16, 964 4.92 
54,405 23-31 28,807 25,598 10-97 14, 529 11,069 4-74 
54,313 21-99 29,982 24,331 9-85 13,038 11,293 4-57 
100,996 19-0 66,209 34, 787 6-54 20,089 14, 698 2 Lek 
45, 621 21-45 24,034 21,587 10-15 10,259 11,328 5-33 
36,251 17-17 22,439 13,812 6-54 3,700 10,112 4-79 
91,151 17-90 64, 535 26,616 5-23 23,830 2,786 0-55 
30, 900 20-73 19,189 DIAL 7-86 8, 184 a Marl 2-37 
382,119 17-80 28,615 3,504 1-94 13,541 10,037 5-56 
52,953 21-15 29,926 23402 Tine 9-20 9,635 13,392 5-35 
68, 554 22-23 33, 364 30, 190 9-79 12,985 17,205 5-58 
56,421 17-04 46,705 9,716 2-93 14, 538 4,822 1-46 
31,924 11-41 18, 167 1035, 7G 4-92 4,896 8,861 3-17 
87,183 20-76 51,861 35, 322 8-41 16, 766 18, 556 4-42 
46, 230 21-39 26,973 19,257 8-91 10,390 8,867 4-10 
2,911 231-58 851 3, 762 299-28 1,016 4,778 380-11 
137,458 18-51 91,150 46,308 6-24 35,356 10,952 1-47 
; 18-66 4,079 2d 3°13 2,033 1,211 4-61 
13,519 11-51 17,359 3,840 3°29 8, 450 12,290 10-47 
42,503 16-82 36,876 5,627 2-23 17,549 11,922 4-92 
47,401 14-88 38, 370 9,031 2-84 10,305 1,274 0-40 
81,816 15-54 69,370 12,446 2-36 28, 824 16,378 3-11 
149, 865 19-38 99,703 50, 162 6-49 2oeZeal 24,931 3:22 
45,257 15-50 40,532 4,725 1-62 14, 202 9,477 3°20 
30, 120 11-31 42,089 6,969 2-24 15,204 22,173 7:14 
107,451 15-79 93,346 14,105 2-07 26,796 12,691 1-86 
39,751 16-76 26,868 12,883 5-43 9,881 3,002 (EP Ari 
113,048 22-45 71,036 42,012 8-34 23,493 18,519 3°68 
966 3:99 3,808 2,842 11-74 2,138 4,980 20-57 
43,051 13-74 22,186 20,865 6-66 8,004 12,861 4-10 
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SPECIAL COMMITTEE 


StaTeEMENT No. TT5 


THE ROBERT SIMPSON COMPANY LIMITED— 
(Toronto Store) 


DEPARTMENTAL STATEMENT OF PROFIT AND Loss For Firry-T wo WEEK PERIOD ENDING 3RD JANUARY, 1934 


Dept. 

No. 
1 37 
2 318 
3 319 
4 326 
5 331 
6 Si, 
7 300 
8 336 
9 351 
10 S35) 
11 353 
12 357 
13 365 
14 368 
15 376 
16 377 
ily; 378 
18 379 
19 380 
20 382 
2 384 
22 385 
93 388 
24 389 
25 391 
6 395 
o7 398 
98 399 
29 401 
30 404 
31 426 
32 430 
ae 436 
34 439 
85 445 
36 451 
37 463 
38 465 
39 476 
40 478 
4] 480 
49 483 
43 484 
44 486 
45 488 
46 501 
47 505 
48 509 
49 512 
50 520 
51 524 
52 550 


— 


Total 
Direct 
: Sales Gross Expenses 
for year Profit of Sales 
Department ending Cost of Percentage | Depart- 
3rd January,| Sales to Cost ments as 
1934 of Sales detailed 
on Schedule 
attached 
$ $ % $ 
Brought Forward: des bts «cave dis Ber be once abeey le oe ek as oe 
Ladies L.P.S. Outer Garments.. 39,096 26, 474 47-68 4,499 
Dress Alteration Workroom...... 57,348 57,545) Ab. 222) JSN SS 65.20) SE Oe cae, 
Hun Steraze..,.. eee kos, seer 3b G08 11,918 164-75 656 
Cotton and Silk Lingerie, Kim- 
onas and Bathing Suits......... 571,266] 410,623 39-12 60,412 
Corsetss: Sti, BE os. EER 260,154 168,334 54-55 27,706 
KoitWnder wear Wink... i024. 405,441] 286,847 41-34 47,420 
Infants and Small Children’s 
Wiese, .Urinahiet bed... Jee 419,226! 285,730 46-72 60, 650 
Canis? Sihop: «.. 06s wv. ee 151, 790 104,976 44-59 FEISSoO 
Beda... enh es cclcke eae 475,579| 341,217 39-38 55, 728 
cabionbinens. 20.00... .<lee®. 246, 012 167,468 46-90 315309 
DELCO Oh. oo aos Pe de ss cE Z22 Oia 151, 163 47-24 27,518 
Plaintand Fancy Silks........2:02) 609,953) 432,405 41-06 69,976 
Wool and Cotton Dress Goods. . 462,937| 317,132 45-98 55,899 
PAGCOR TO csch.c o PR aN el aleve ces 54,681 36,101 51-47 6,360 
Canpets, urs. 04.8... 2... Bee 346, 623 238, 874 45-11 37,490 
OrientaltRugs. eset). oli 4 68, 162 51, 261 32-97 9,329 
Linoleums, ‘ete. setee..... 82-2 196, 269 131, 346 49-43 16,899 
Hardwood Floors................ 29,077 22,943 26-74 3,000 
Carpet and Linoleum Workroom. 27, 206 26206) 98. 2255. WINS Bogs Ae ae, Se oe 
Curtains and Chintzes............ 293, 655 181,905 61-43 47,837 
Curtain baetoryee } tl. .... Hee 8,365 8) 001 LES. LOR, . See eee 
Drapery Fabrics, Bedroom Boxes 366, 901 248, 138 47-86 58,510 
Drapery Tactory ibid i .. o.oo ee 45,984 45; 984)... 2.085; Fe, $005, 28: Ae Sea 
Outside Pamtine es eo. ox cs Re 16, 164 14, 006 15-41 2,934 
Paints and Wallpaper............. 246,731 158, 536 55-63 37,969 
Radios and Musical Instruments. 470,506} 340,215 38-30 71,568 
A NGRES choca IEMs Bhs ps cw ce om 426 536 20-52 110 
Pinos tarrni ture yes oee bis «asic ee es 67, 234 53,763 25-06 16, 253 
Marniture ts. 55 GRR ei iencce OR 1,424,690} 983,630 44.84 208 , 853 
Trade-in-Furniture:.¢3. ..... 882 51,327 32,049 60-15 11, 528 
Hardware, Tinware.............. 528, 519 361, 968 46-01 82,466 
Stoves, Refrigerators, Bathroom 
Fixtures and Washing Machines 584,093} 433,797 34-65 57,139 
ravelline"Goods ions. fake, .. 74, 589 51,844 43-87 8,372 
Lamps, Shades, Electric Fixtures 238 , 256 165, 433 44-02 45,626 
China and Glassware............ 307,615} 208,441 47-58 64, 652 
Moderately Prices Pictures....... 81,019 50, 795 59-50 173073 
Original Pictives es 2. ...0-dke 24,943 18,780 32-82 7,240 
PEP SROs VRNIE EY See ks we AR 46,464 30,302 53-34 15,965 
Prec an COUR ss: gh). ee Be 241,956 86,515 179-67 179, 333 
COT ORGT ait wet, eee, sist waters 103, 150 31,857 223-79 42,723 
Employees Restaurant........... 29,839 18,155 64-36 11,410 
Coetiee Shion nt o7) bee en camo ae 182,891 67,751 169-95 74, 647 
LAmehenNette. occa. os kee 75, 022 31, 296 139-72 25,033 
Eiainimesaiie cuts pce ee 51,708 26,241 97-05 7,837 
Children’s Barber Shop.......... 6,817 3,370 102-28 871 
COPOURR TGS oe ces waa coe 669,642) 498,511 34-33 73,296 
ORO IOS Suchet cre hala ae eee 92,192 58, 328 58-06 21,957 
Fruits and Vegetables............ 273,558 199, 286 37-27 45, 603 
Moats and Wish i... 3.0. cae cana 446,797| 330,158 35-33 57,560 
Cut Flowers and Plants.......... 105, 994 68, 672 54-35 18,361 
TONRCEO DUOD Sa.-92 ke ea 133, 258 99,611 33-78 15, 587 
POMOnswationsis. a2. te aus secs. 29,455 2 a4o 37-99 698 
ORIEN ee dae 23,479, 227)16, 057,674] 7,421,553 46-22] 3,327,349 
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Statement No. TT5—Concluded 


THE ROBERT SIMPSON COMPANY LIMITED 
(Toronto Store) 


DEPARTMENTAL STATEMENT OF PROFIT AND Loss For Firty-T wo Wek PERIOD ENDING 38RD JANUARY, 1934 


Total 
Indirect Net Profit or Loss 
Expenses as shown on 
charged Net Profit Company’s 
Profit or Loss to Sales before Interest Interest Departmental! 
Depart- on Investment on Profit and Loss 
ment as Investment Statements 
shown on — 
i Per cent Schedule Per cent Per cent 
= Amount to Sales attached Amount to Sales Amount to Sales 
$ % $ $ % $ $ % 
8,123 20-78 5,850 9273 5-81 1,290 983 2-51] 1 
re ee eto Ly Wc a Se hac 'ct eh wha) Me ey ete ors, che, oe: etal ors Nad otto eves eladus: a elton ace ‘siete 0 age #28 [lars otaveyeiareieietels 2 
18,979 60-15 1,471 17, 508 55-49 33 17,475 55-28) 3 
100, 231 17-55 61,605 38, 626 6-76 19,559 19, 067 3-34] 4 
64, 114 24-64 28, 906 35, 208 13-53 8,268 26,940 10-36} 5 
71,174 17-55 44,568 26,606 6-56 12,022 14, 284 3-52] 6 
72,846 17-38 53,907 18,939 4-52 20,830 1,891 0-45) 7 
18,979 12-50 22,904 3,925 2-59 8,423 12,348 8-13] 8 
78 , 634 16-538 56,081 22,993 4-74 20,147 2,406 0-51} 9 
47, 205 19-19 30, 698 16,507 6-71 16, 182 325 0-13/10 
43,896 19-72 Of,oL0 16, 083 7-23 11,797 4,286 1-93]11 
107,572 17-64 73,904 33, 668 5-52 24,670 8,998 1-48]12 
89,906 19-42 55,890 34,016 7-35 20,983 13,033 2-82113 
12,220 22-35 7,832 4,388 8-02 2,868 1,520 2-78)14 
70, 259 20-27 41,701 28 , 558 8-24 14,545 14, 013 4-04/15 
7, Die 11-11 9,801 2,229 3-27 9,741 11,970 17-57/16 
48 , 024 24-47 22,279 25,745 13-12 6,306 19,439 9-90117 
3, 134 10-78 2,540 59. 2-04 549 0-15]18 
PRM A ee oe hee satis chs atte SNE Stee Sea TAD 3 AE hee Els cae bls odes onsets 19 
63,918 21-76 40,481 23 , 432 7-98 18, 166 5,266 1-79}20 
Bas, Ge a. ORE, TES | A, Cas. RI | Sa agente meer reee: eae (eee. Otay (een rege See 21 
60, 253 16-42 47,335 12,918 3-52 22,000 9,082 2-48/22 
Pe Be is A Se a eee ee aees eet ey Bee i oe Oy bane enone re Cre ees ree er ee 23 
746 4-80 893 1,669 10-33 $52 1,821 11-27)24 
50, 226 20-36 33,301 16,925 6°86 13,075 on 202 1-32)25 
58, 723 12-48 62,377 3,654 9-78 13,935 17,589 3-74126 
229 51-64 367 587 137-79 551 1,138 267 - 14/27 
2,782 4-14 14,440 17,222 25-62 14,014 31, 236 46 -46}28 
232,207 16-30 248,761 16,554 1-16 83,109 99,663 7-00/29 
7,750 15-10 8,581 831 1-62 2,115 2,946 5- 74130 
84,085 15-91 73, 102 10, 983 2-08 30,805 19,822 3° 75131 
03, lor 15-95 63 , 864 29, 293 5-02 14,918 14,375 2-46132 
14,373 19-27 10, 224 4,149 5-56 3,80 344 0-46)/33 
27,197 11-42 35, 933 8,736 3°67 15,177 23,913 10.04/34 
34, 522 11-22 45,953 11,431 3-72 29,415 49,846 13 -28/35 
13,151 16-23 13,658 507 0-63 7,405 7,912 9-77136 
1,077 4-32 1,881 2,958 11-86 5, lot 8,692 34-85/37 
0-42 8,725 8,528 18-35 4,811 13,339 28-71138 
23,892 9-87 24,601 48,493 20-04 21, 184 69,677 28-89/39 
28,570 27-70 13,770 14,800 14-35 9,961 4,839 4-69/40 
0-92 1,337 1,063 3-56 37 1,100 3:69/41 
40,493 22-14 19,469 21,024 11-50 11,850 9,174 5-02142 
18, 693 24-92 6,899 11,794 15-72 3,688 8,106 10-80/43 
17, 630 34-10 8,762 8,868 17-15 6, 126 2,142 5-30/44 
2,576 37°79 1,142 1,434 21-04 747 10-07)45 
97 , 835 14-61 75,718 i aie is 3°30 17,694 4,423 0-66/46 
11,907 12-92 13,701 1,794 1-95 4,186 5,980 6-49|47 
28, 669 10-48 31,751 3,082 1-13 5,484 8,566 3-13/48 
59,079 13-22 50,799 8, 280 1-85 7,401 8 0-20)49 
18,961 17-89 15, 661 3,300 3-11 5, 267 1,967 1-86/50 
18,060 13*95 8,00 10,058 7-55 3, 744 6,314 4-74|51 
4412 25-16 2,160 5, 252 17-83 496 4,756 16-15)52 
4,094, 204 17-54, 3,010,298} 1,083,906 4-64) ~ 1,112,523 28,617 0-01 
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StaTEMENT No. TT-14 


THE ROBERT SIMPSON COMPANY LIMITED AND SUBSIDIARY COMPANIES 


SumMARY oF BusINEss Dons IN 1983 BY ORDER OFFICES AND AGENTS 


ES Tl 
OL. 


Saskat- Nova 


elit Ontario chewan Scotia Total 
$ $ $ $ 
Order Offices— 
ese ATE ee ish oscrsl We argrmcieeieotin wan te oii oeee PROOF ios Aik x0,0, AsV ato dees 286, 041 
OG Circe eesee eee I EOP TTT OE TOT oe ew eee Op OGS beceers cara ardeenacad erenpstews eee Raw 297, 963 
Agents working through order offices................- O07, F1Otia Sttes «soe ee tee 207,779 
Agents working independently of order offices......... 114, 903 157,121 115, 938 387, 962 


LOGAN: BPS 55.) ED EUS es UF als 'o.5.0.0%o0.0,0 906, 686 157,121 115,938) 1,179,745 


nn EEE EEE 
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THE ROBERT SIMPSON EASTERN LIMITED 
Toronto Mail Order Section 


COMPARATIVE TRADING AND Prorit AND Loss STaTEMENT FOR TEN YEARS 1924 To 1933 INcLUSIVE 


1924 1925 1926 
— 53 weeks 52 weeks 52 weeks 
ended 4th ended 3rd ended 2nd 
February1925 February 1926 February 1927 
a ee Oe = ee SY Se cee A Re, 
$ $ $ 
Sales: 
Mi gal Osreber ste ety he RRO o's che Malem ace WOR bee eae 4,985, 926 4,937,498 5,300, 871 
Ahoy ROUML Fes ag ts east oBanlleneennent seta, sa pheweusett vet asain ey dt balcuntadtecaveiiy | Ri AERO 
Total si. i3 tg vibes perso ctedel ho seen, . teEs cen 4,985,926 4,937,498 5, 300, 871 
Cost of Sales: 
4/°" MaikOrdervrs tt. to oe 5. ON Oe As. 3,495,019 3,636, 851 3, 728, 572 
IR oO a a are ae eas Wee Pee nnener un WR BONNIER EMG IT fe yon 
SEOGALSEY (coer re ae he en mes nee eer eae 3,495,019 8, 686, 851 8, 728, 572 
Gross Profit: 
7] MaibOrd@r. Uc. cc gee oe feeds, ck dies Be ee, 1,490, 907 1,300, 647 1,572,299 
8). Retails n tg o fs esse tpt Se Bog dian wderanese teeonkc[te, ae MO, Oe i a er or ar 
9 POSAL SAEs 15.20 Std Pears Penh Hk, Se ee ae, 1,490, 907 1,300, 647 1,572,299 
Gross Profit Percentage to Cost of Sales: 
RO AM ORO OP Pay one ee ec. ok as ater Woe ws hee eee 42-66 35°76 42-16 
Di, ee Se eee REE PS Fe AN MMMM I Vin en me aio ne 
12 Ct eas Scere eer svete Ie Mc lee eM 
13} Deduct: Expenses (excluding depreciation and interest).... 1,291,897 1,309, 144 1,390, 539 
14|Departmental operating profits before charging interest 
and depreciation........ ‘i sualtigne deat koala sia inter o Seen Ardy kao Leek 199,010 8,497 181,760 
15| Deduct; Depreciation on Fixed Assets..................... 10, 985 12, 439 12,535 
16|Departmental Operating Profits after charging deprecia- 
tion but before charging interest....................... 188, 025 20,936 169, 225 
17| Deduct: Interest charged to Departments................ 60, 658 78,021 85, 741 
18} Departmental Operating Profits or Losses after charging 
Iutersevand Depreciation: . Loves act eee a 127,367 98,957 83, 484 
19} Less: Adjustments of Inventory Reserves.................[.............. 59,000 50, 000 
20) Net Departmental Profits or Losses...................... 127, 367 48,957 33, 484 
21| Add: Interest charged to Departments as shown above... 60, 658 78, 021 85, 741 
oF Miscellaneous Revenue, less expense (HOG ps eee ee 5,618 29,534 19,822 
23 Siseellancous adjistenente. sf. «8082 rhc csdas SP ae kedce ne ee 20,000 
24 193, 643 470 79,403 
ao, Add: Tepreviation written back: <2) 2.) \ es ees igts a9 4 dened <. wial ack (eh ce) ant ae 
26|Net Profit before provision for Income Taxes, Bonuses, 
Bond Interest eto. eee ent ka erg, 6 ee 193, 643 470 79,403 
Deduct: 
at) Provision tot Income Taxes:.. 2.4 ../oss lace eee. 5S: OOO cee uae ak. oe 6,500 
Provision for Employees’ Profit Sharing Fund and 
28 TOOMUBGR ache he se Raed de kee ae Le ee 21,132 9,600 27,395 
29 39, 1382 9,600 38, 895 
30|Net Profit or Loss after provision for Income -Taxes, 
Bonuses and Employees’ Profit Sharing Fund.......... 154, 511 10,070 45,508 
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StaTEMENT No. MT-1 


THE ROBERT SIMPSON EASTERN LIMITED 


Toronto Mail Order Section 


CoMPARATIVE TRADING AND PROFIT AND Loss STATEMENT FOR TEN YEARS 1924 To 1933 INCLUSIVE 


1927 
52 weeks 
ended ist 


a a Eile caine elo lall «0: 6 mpiedel allele & 6 60 (03) 0 e « 8 le b ¢: 60'S 056. ‘9"e 9 6 ¢ 9 ‘0 \6 6 16) 6 '6: 50,0) >) 8) 


5,231,203 
3, 548, 432 
3,548, 432 


1,682,771 


oe isis! 6 tiig we « «le s| bc whale le «lala io lelwrale |e, 6 6 b love 6 te /6 ¢ 96 036) © © G9) 9.6 © 60 ole eye 


e.6 She b sale @ 60 ele © es 0,0 ellehe © 6.6 67.6. f+ © @ 5) 6 sé! oe fe ie e's ef 0 © 8 © 6 ©) 0 alee ae 0) 6 


os Sid has onde 6 (6,015) o «6 6 ete)» Pie @ 6-0 fe 3 6) 6 16 ci'e pio Bae Ss fers eye fh ¢. ¢) # © o 0 0 0 (a) 8 Leia s/s. 


1,422,018 


260, 753 
13,386 


eee es erences ic eee eovreeereeceseetseseneeresesreves 


eeteeeereeeeene 


1928 
52 weeks 
ended 30th 


cee eee ese sree oe 


1929 1930 1931 1932 1933 
52 weeks 52 weeks 53 weeks 48 weeks 52 weeks 
ended 29th ended 28th ended 3rd ended 4th ended 8rd 
February 1928] January 1929 | January 1930 | January 1931 | February1932| January 1933 | January 1934 
$ $ $ $ $ 
5,208, 957 4,626, 829 3,892,177 2,472, 567 2,810,571 
133, 109 119, 892 197,672 
5, 208, 957 4, 626, 829 4,025, 286 2,592,459 3,008, 243 
3,558,040 § 192535 2,796, 590 1,759, 424 1,910,783 
92 84, 764 145, 529 
3,558, 040 3,192,535 2,889, 254 1,844,188 2,056,312 
1,650,917 1,434, 294 1,095, 587 713,143 899,788 
40, 445 35, 128 52,148 
1,650, 917 1,484, 294 1,186, 032 748,271 951,931 
46-40 44.92 39-17 40-53 47-09)10 
43-65 41-44 35°82)11 
39°32 40-57 46-29)12 
1, 642,906 1,496, 947 1,454, 526 1,167,839 1,052, 291}13 
8,011 62,653 318,494 419,568 100 ,360)14 
20,148 18, 557 14, 235 13,165 13,277)15 
17,167 76,210 332,729 432,733 113 637/16 
89, 829 83,061 54, 706 43,616 40, 987)17 
106,996 159,271 387,435 476,349 154, 624/18 
25,000 ASA DIS i Sh at berercel > heduwn artery 
106,996 134,271 253,257 476,349 154, 624)20 
89,829 83,061 54, 706 43,616 40, 987/21 
25,571 37,878 17,389 51,022 57, 943)22 
269,860 BOR bn 6's Mihes aot decal | « cob omaee es Aoeoh ee <tee 
312,598 88,493 181,162 483,755 171, 580/24 
Re eT ea A il) Ae a desis CAIs SN A awe aro ane naNareetsPnaN i onrebirat MSR Aavaia IB LGO|Semiaton eee 
312,598 88,493 181,162 470,590 171, 580/26 
A, SO Ee Pe Ae Be ee eee 1,686 1, 290/27 
20,000 6,000 eRe oo kas ARTO: oc so Se 
20,000 6,000 5,262 1,686 1,290|29 
332,598 82,493 175,900 472,276 172,870|30 


————— 
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ee ee (| 
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THE ROBERT SIMPSON EASTERN LIMITED 
HALIFAX MAIL ORDER DIVISION 


CoMPARATIVE TRADING AND Prorit AND Loss STATEMENT FoR Tren Yurars 1924 TO 
1933 INCLUSIVE 


1924 1925 1926 
53 Weeks 52 Weeks 52 Weeks 
— ended 4th ended 3rd ended 2nd 
February, February, February, 
1925 1926 1927 
creer eee eee ee 
$ $ $ 
Sales— 
NEO reer s 4h oe ge os oo pd Rese. ORR OED 1,858,899 1,815, 933 1,863,477 
et sah ER MIL ark PERE nec eee ee ee 311,191 425, 936 482,585 
3 Dota RG cop OP ety ko Ne A A 2,170,090 2,241,869 2,346, 062 
Cost of Sales— 
ath Ma Order sy... ire vee thes cc Meow see ec, He Le, 1,299,352 1,276,571 1, 280, 242 
sip: Sedachasin FEE OEY 2S o KSEE OE cee fee ee roe 257, 660 359, 684 399,314 
6 Dotglee fF voc MEE O RS, so (RA ALE. 1,557,012 1,636, 255 1,679,556 
Gross Profit— 
7 Afaal Order 8b 4h csc vs deer eel... AAG AGRA 559, 547 539, 362 583, 235 
8 schsan ET EEIES EKER EREO OIE ELE ere ee 53, 531 66, 252 83,271 
9 DOta TEs css edo re en TL: 613,078 605, 614 666, 506 
Gross Profit Percentage to Cost of Sales— 
10 Deneh Order Wer cee se acza 4s AGM! Mares va calic Resauebennys 43-06% 42-25% 45-55% 
11 PROLSILA Ae clade rs IPPON cs hae cp eaen es ee ons 20-77% 18-42% 20-85% 
12 Ly pais Fade Gana OReE EL ee eee 39-37% 37-01% 39-68% 
13) Deduct: Expenses (excluding depreciation and interest).... 534, 121 541,513 548, 272 
14) Departmental operating profits before charging interest 
and depreciation ni, 2 TOY IOR eM, oo IYI eh. 78, 957 64,101 118, 234 
15) Deduct: Depreciation on Fixed Assets..............01.70! 21,446 21,438 21,432 
16] Departmental Operating Profits after charging Depre- 
ciation but before charging Interest............... 57,511 42,663 96,802 
17| Deduct: Interest charged to Department.................. 58, 626 60, 968 65, 338 
18/Departmental Operating Profits or Losses after charging 
Interest, and Depreciation........................ 1,115 18,305 31,464 
(9/Less: Adjustments of Inventory Reserves.............. 1 FA 11 Re hd Aedes] AME toi bot bonita) 
20|Net Departmental Profits or Losses..................... 6,115 18,305 31,464 
21) Add: Interest charged to Departments as shown above... 58, 626 60, 968 65,338 
22 Miscellaneous Revenue, less Expense (het) nn 9,425 11,516 13,299 
23 Miscellaneous Adjustments.................-......., a Sehr MES ee 5,000: 
24 41,262 31, 147 78, 503: 


25|Add: Depreciation provided out of Departmental Opera- 
tions and included in rent credited to Simpsons Limited 


B28 S828 8 [6S Ue oie! 88's \orei, 9 L0ire; oe 6 I ene velo at ete Tan Reet 
eke Mca StS © mitt eeice Tes si'e! egee te) Vekonare, eve1.e) sie Gee © oil ahcueiet ete ate eee 


2 Se, eines ES RES BIL 9S SES CY SPR E Mirsky meer cme me 


30)Net Profit before provision for Income Taxes, Bonuses, 


Shtorest eects iat, ee om Oe , [beta 1 nae 41,262 31,147 78, 503 
Deduct: 
31 Provisions for Income Tax...........0...eee0000...., 3,800 3,000 6,000 
32 rovisions for Employees’ Profit Sharing Fund and 
ORURCR ys <nine vais dss 8 Ha swede aesced en buch ee 5,000 3,200 10,000 
33 8,800 6,200 16,000 


34)/Net Profit or Loss after provision for Income Taxes, 
Bonuses and Employees’ Profit Sharing Fund........ 
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Sratement No. MT-2 
THE ROBERT SIMPSON EASTERN LIMITED 
HALIFAX MAIL ORDER DIVISION 


CoMPARATIVE TRADING AND Prorit AND Loss STATEMENT FOR THE YEARS 1924 TO 1933 INCLUSIVE 


1927 1928 1929 1930 1931 1932 1933 
52 Weeks 52 Weeks 52 Weeks 52 Weeks 53 Weeks 48 Weeks 52 Weeks 
ended Ist ended 30th ended 29th ended. 28th ended 3rd ended 4th ended 3rd 
February, January, January, January, February, January, January, 
1928 1929 1932 1933 1934 
$ $ $ $ $ $ $ 
1,845,072 1,871,874 1,923,031 1,883,677 1,535,294 971,622 1,084, 902 
488 , 474 485,572 598, 508 651, 657 683,278 677,885 864,771 
2,333, 546 2,357,446 2,521,539 2,535, 334 2,218,572 1,649,507 1,949,673 
1,248,994 1, 256, 808 1,293,430 1,294,379 1, 147, 432 684, 673 733,953 
401,268 407,473 477,091 521,202 478,178 476,532 602, 966 
1,650, 262 1,664, 281 1,770,521 1,815,581 1,625,610 1,161,205 1,336,919 
596,078 615, 066 629,601 589, 298 387, 862 286, 949 350, 949 
87,206 78,099 120-417 130, 455 205, 100 201,353 261,805 
683 , 284 693, 165 751,018 719, 753 592,962 488, 302 612,754 
47-72% 48-93% 48-68% 45-53% 33-80% 41-91% 47-82%|10 
21-73% 19-17% 25-45% 25-03% 42-89% 42-25% 43-42%]11 
41-40% 41-65% 42-42% 39-65% 36-47% 42-05% 45-83%|12 
601,916 644,715 671,068 689, 325 666, 133 569, 080 569, 832}13 
81,368 48,450 79,950 30, 428 Gaslit 80,778 42922114 
21,904 2a5 130 24,140 24,475 25,614 24,937 27,009)15 
59, 464 25,312 55,810 5,953 98,785 105,715 15, 913)}16 
67,873 72,007 69, 683 66,998 58,336 51,378 54, 837/17 
8,409 46,695 13,873 61,045 157,121 157,093 38,924/18 
re ol hop Discs wa ee a 5 50,000 25,000 BOSS haan eee kee «Bae ee 
8,409 46,695 63,873 36,045 119,186 157,093 38, 924/20 
67,873 72,007 69, 683 66,998 58, 336 51,378 54, 837/21 
8,773 11,596 9,341 7,982 9,801 17,400 26, 660/22 
50,691 13,716 3,501 22,971 70,651 123,115 10, 747/24 
Meee ee ose. ete a 8 6, 462 10, 836 10, 836 9,970 10, 800)25 
50, 691 13,716 2,931 33, 807 59,815 113,145 5 
ey fi sce, y getaces See ecole s 26, 230 43,980 44,832 40,616 44, 000|27 
50,691 13,716 23,299 10,173 104,647 153,761 43 ,947|28 
“bp iy <, JO A PR O Ry LCT OR rs CO eG O tat a PAO Gilera Bove ciezera erenentes 
50,691 13,716 23,299 10,173 104,647 138,794 43 ,947/30 
3,000 Pay is i hea ds" SOTO rn Si ese) Ge SORIA aPC 9: SOA a. ae 
10,000 10, 000 BUOUU! acaaciteee aes GSTES co. x cocuits Sica ore 
13,000 10,275 SE, eee ncaa eer 687 pe. ye ee es 
37,691 3,441 30,049 10,173 105 ,334 135,932 43 947/34 


2836 SPECIAL COMMITTEE 


THE ROBERT SIMPSON EASTERN LIMITED 


CoMPARATIVE STATEMENT oF SuRPLUS AccoUNT FoR TEN YEARS 1924 To 1933 INcLUSIVE 
1924 1925 1926 


53 weeks 52 weeks 52 weeks 
— ended 4th ended 38rd ended 2nd 
February, February, February, 
1925 1926 1927 
a a ee ee Ose) ee eee 
$ $ $ 
50, 697 83,159 98 , 036 


Order— 
Department (Statement No. MT-1).............. * 10,070 45,508 
32,462 24,947 62,503 


2 
Halifax Mail Order— 
4|Balance in Surplus Account at the end of the Wear aa hs 3) 83, 159 98,036 206, 047 


3 Department (Statement No. MT-2).............. 
i ee ee 
pany Limited, owned the Toronto Mail Order in 1924, the profit of 


* As The Robert Simpson Com 
$154,511 for 1924 of the Toronto Mail Order was taken up by The Robert Simpson Company Limited 
(Statement No. MT-1). 
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StaTEMENT No. MT-2A. 


THE ROBERT SIMPSON EASTERN LIMITED 


CoMPARATIVE STATEMENT oF SuRPLUS AccouNT FoR TEN YEARS 1924 To 1933 INCLUSIVE 


Ce 
—————————————— SSS SSS 


1927 1928 1929 
52 weeks 52 weeks 52 weeks 
ended Ist ended 30th ended 28th 
February, January, January, 
1928 1929 1930 
$ $ $ 
206, 047 424,557 430,483 
180,819 2,485 332,098 
37,691 3,441 30,049 
424,557 430,483 67,836 


1930 
52 weeks 
ended 28th 
January, 
1931 


$ 


67,836 


82,493 
10,173 
24,830 


1931 
53 weeks 
ended 3rd 
February, 
1932 


$ 
24,830 


175,990 
105,334 
306,064 


1932 1933 
48 weeks 52 weeks 
ended 4th ended 3rd 
January, January, 
1 1934 
$ $ 
306,064 914, 272\1 
472,276 172,870|2 
135,932 43 ,947/3 
914,272 1,131,089)4 


Na nnn eee aEtEyEaEsE sn ansstna sana 
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THE ROBERT SIMPSON WESTERN LIMITED 


SPECIAL COMMITTEE 


STaTEMENT No. MT3 


REGINA MAIL ORDER AND RETAIL SECTION 
CoMPARATIVE TRADING AND Prorit AND Loss Statement ror TEN YEARS 1924 To 1933 INCLUSIVE 


53 Weeks 52 Weeks 52 Weeks 
—— ended 4th ended 3rd ended 2nd 
February 1925|February 1926|February 1927 
Sales— $ $ $ 
1 Mail Orderies } Atom tiem at raenteercunek: 5, 341, 826 5, 658,474 6, 300, 025 
2 FGREN teic sy a thong ed Sou apie An's Gaara ea ee ee 478 , 143 472,895 525,014 
3 SOE ge cs ocr Bs ctodbiebial se as aio eae Ne ee ee 5,819, 969 6,131, 369 6, 825,039 
Cost of Sales— 
4 Mat TAGE Ui ccc crete deo te ree os on ee 3,676, 976 3, 887, 423 4, 233,925 
5 FRGUSI oc. css cb a hOkceeee 2 oc doa’ Ween tL ee 414, 240 20,044 458, 153 
6 ER Gale Sue suchen ee ant ea Skacace te mee tomer acter te 4,091,216 4,307,467 4,692,078 
Gross Profit— 
7 MietG PUG as fo ate ere LE a ee ore 1, 664, 850 1,771,051 2,066, 100 
8 EAL) epee My Aang, CMs laiag: og Me las nw ham Mechenth (salir ie eae 63,903 52,851 66, 861 
9 SANG os ones okie ke wii Ce cere athe eee te ane. 1, 728, 753 1,823, 902 2,132,961 
Gross Profit Percentage to Cost of Sales— % % 
10 PASSA DROOL Meee ae re ee en ee eee en 45-3 45-6 48-8 
11 | oc) 62 | IA armed Recher misted. apt del te anna, ge S| 15-4 12-6 14-6 
12 URLS Gh stem eas Sania ne vccdetr no ee ree Ree Oe 42-3 42-3 45-5 
Deduct— — ‘ $ $ $ 
13 Expenses (excluding depreciation and interest)....... 1,445, 483 1, 534, 781 1, 648, 658 
14 Departmental operating profits before charging interest 
Bi UCD EOCERUION oo). uel en os ad 283,270 289,121 484, 303 
15| Deduct—Depreciation on Fixed Agsets.................... 19,571 19, 640 18, 653 
16|Departmental Operating Profits or Losses after charging 
Depreciation but before charging Interest......... 263, 699 269,481 465, 650 
17| Deduct—Interest charged to Departments................ 94, 259 102,925 117, 664 
18| Departmental Operating Profits or Losses after charging 
Snterest and Deprecistions...c. 0. 2 clot 169, 440 166, 556 347, 986 
19| Less—Adjustments of Inventory Reserves................ 10; OOR) TS 52ers 5,000 
20|Net Departmental Profits or Losses...................... 159, 440 166, 556 342,986 
21) Add—Interest charged to Departments as shown above .. 94,259 102,925 117,664 
22 Miscellaneous Revenue, less expense (net)......... 118 15,811 17,881 
23 Misecllineous adjustments... cia coteascat eon cecal orks nee eee 25,000 
24 253,817 285, 292 453,531 
25| Add—Depreciation provided out of departmental opera- 
oe and included in rent credited to Simpson’s Lim- 
oo ae ee en Te eee Se MN Mee eRe LENE tee Pe 
26 253,817 285, 292 453,531 
2i\Less—RKentals credited to Simpson's Limited.we,o.00.+.404nses5 auneoara}iccoos oot, aude ee 
28 253,817 285,292 453,531 
Sy Add—Depreciation written backs d) i. 254.4049 ce0 ds eacaun|eoliak cee oS A eee 
30|Net_Profit before provision for Income Taxes,, Bonuses, 
Bond interest ate: o. 7 Ge ee Sh ee ee 253,817 285, 292 453,531 
Deduct— 
31 Provision for income Tates... 2. coe. bes 26,000 28, 000 40,000 
32 Provision for Employees’ Profit Sharing Fund and 
BOUUABA ie So idtuce th aie eS ete Oe oe 24,000 19, 200 30,000 
33 50,000 47,200 70,000 
34)/Net Profit or Loss after provision for Income Taxes, 

Bonuses and Employees’ Profit Sharing Fund...... 203,817 238,092 383, 531 
Surpitus Account 
eS OES eS 
35|Balance forward from Previous Year..................... 178,458 382,275 620, 367 
36| Net addition to Surplus for the year as above............ 203,817 238, 092 383, 531 
37|Balance in Surplus Account at end of year................ 382,275 620, 367 1,003,898 


—_—__-—— er 
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STATEMENT No, MT3 
THE ROBERT SIMPSON WESTERN LIMITED 
REGINA MAIL ORDER AND RETAIL SECTION 


ComPaRATIVE TRADING AND Prorit AND Loss STATEMENT FoR TEN YEARS 1924 To 1933 INCLUSIVE 


52 Weeks 52 Weeks 52 Weeks 52 Weeks 53 Weeks 48 Weeks 52 Weeks 
ended Ist ended 30th ended 29th ended 28th ended 3rd ended 4th ended 3rd 
February1928] January 1929 | January 1930 a as 1931 |February 1932] January 1933 | January 1934 
§ $ $ $ $ $ § in 
6,405, 194 6, 264, 480 5, 501, 236 4, 566, 422 3,892,897 2,842, 654 3,200,376 | 1 
576, 102 653, 072 my i 541,651 678, 362 750,499 9,472 1 2 
6,981, 296 6,917, 552 6,056, 813 5,108,073 4,571,259 3, 593, 153 4,179,853 | 3 
4,270,327 4,201,030 3, 734, 899 3,201,021 2,910,779 1,958, 554 2,170,290 | 4 
536, 222 534, 930 450,677 424,162 491,123 43,140 681,441 | 5 
4,806, 549 4,735,960 4,185, 576 3,625, 183 3,401, 902 2,501, 694 2,851; 7314 6 
2,134, 867 2,063, 450 1,766,337 1,365, 401 982,118 884, 100 1,030,086 | 7 
, 880 118,142 104, 900 117,489 187, 239 207,359 8,036 | 8 
Srl 2,181, 592 1,871, 237 1,482,890 1,169,357 1,091,459 1,328,122 | 9 
% % % % % % % 
50-0 49-1 47-3 42-7 33-7 45-1 47-5 |10 
7-4 22-1 23-3 A hese 38-1 38:2 43-7 |11 
45-2 46-1 44-7 40-9 34-4 43-6 46-6 |12 
$ $ $ $ $ $ $ 
1,809, 345 1,727,192 1, 682, 483 1, 586,038 1,473, 466 1,332, 847 1,314,409 |13 
365, 402 454, 400 188, 754 103,148 304,103 241,388 13,713 |14 
23,381 21,067 22,118 25, 649 24,170 21,978 23,206 115 
342,021 433, 333 166, 636 128,797 328,209 263,366 9,493 |16 
118, 540 132,850 121,496 108, 538 82,577 74, 668 76,729 |17 
223,481 300,483 45,140 237,000 419,856 338,034 86,222 |18 
he ae ee o cfbrg sie onpinges 2 es 1635200 vo nc Pon Ne dc aie enue 19 
223,481 300, 483 45,140 237,300 247,656 338,034 86,222 |20 
118, 540 132,850 121,496 108, 538 82,577 74,668 76,729 |21 
43, 264 46,019 74,147 80,879 39, 289 63, 724 53,661 |22 
ee ee en ye occas: We + cious ene tecate | aun sv geet asin [pic's <r wane eee lian ss eg «mn teh 23 
385, 285 479, 352 240, 783 47,918 125,790 199,642 44,168 |24 
Cee Se Ee 9,345 15, 674 15, 674 14, 469 15,674 |25 
385, 285 479,352 250, 128 32,244 110,116 185,173 59,842 |26 
ee ARNE tie See 40,540 68, 026 69,329 62, 769 68,000 |27 
385, 285 479, 352 209, 588 100,270 179,445 247 , 942 8,158 on 
coca ESE Fc phtp eR | Retrise S AO RT REPTILE EY es mK RY DC BOOMIOE ooo wes oe tee 
385, 285 479, 352 209, 588 100,270 179,445 240,433 8,158 |30 
26, 500 37,000 Lie 600 boss asrcactsscaremabaceuasionmenounice.. jb |e eee er. 31 
30,000 30,000 20,000 2,500 F125 ba «ade ok Ses. | hee 32 
56, 500 67, 000 35, 600 2,500 ' 2.125 12,216 |o.. os. con es Oe 33 
328, 785 412,352 173,988 102,770 181,570 228,157 8,158 |34 
Surpitus AccouNT 
1,003, 898 1,332, 683 1,745,035 1,919,023 1,816, 253 1, 634, 683 1,406,526 |35 
328, 785 412,352 173,988 102,770 181,570 228,157 8,158 |36 
1,332, 683 1,745,035 1,919,023 1,816, 253 1, 634. 683 1.406, 526 1,398,368 |37 


Aaa nn 


2840 SPECIAL COMMITTEE 


THE ROBERT SIMPSON MONTREAL LIMITED 


CoMPARATIVE TRADING AND Prorit AND Loss StaTEMENT FoR TEN YxEARS 1924 To 1933 INCLUSIVE 


SS Sg Ee eee 
a a a a SE 


1924 1925 1926 
53 Weeks 52 Weeks 52 Weeks 
a ended 4th ended 3rd ended 2nd 
February February February 
1925 1926 1927 
$ $ $ 
A ioalese e: (iy.375 nee shee: a. see. Ae we. 2.8. ee. Reece 2,217,991 2,385,190 2,823,278 
2|Cost of Sales....... ah wavs wis ate STIR RRL csc aces. 1 AIRS CREME. cee ke 1,487,096 1,655, 4382 1,929,891 
3 GrodesProfit! 20% ot e.. band. tis. 0d ee ee. 730, 895 729,758 893, 387 
4\Gross Profit Percentage to Cost of Sales................. 49-1% 44.1% 46-3% 
5| Deduct: Expenses (excluding depreciation and interest).... 573,575 609, 069 637,427 
Departmental Operating Profits before charging Interest 
6 WUC enteCIShIOR ene a a Ree ee ten 157,320 120, 689 255, 960 
7| Deduct: Depreciation on Fixed Assets.................... 35, 841 35, 936 38, 984 
Departmental Operating Profits after charging Depreci.- 
8 tion but before charging Interest..................... 121,479 84, 753 216,976 
9| Deduct: Interest charged to Departments................. 77,310 86, 046 89, 542 
Departmental Operating Profits or losses after charging 
10 Interest and Depreciation................. b Spe Sei S. 44,169 1,293 127, 434 
11)Less: Adjustments of Inventory Reserves................ 10 000 fF ocouita' ey pees ee 
12 Adjrstmentgiof Depreciationae. ...... .<. 238. Bee... «|. cette Oia teas ee ek a eee 
13 (LOLA AciStInON ae noc ee ie 10, 000 1,293 127, 434 
14/Net Departmental Profits or Losses.............2....006. 34, 169 1,293 127, 434 
15} Add; Interest charged to Departments, as shown above.. 77,310 86, 046 89, 542 
16 Miscellaneous Revenue, less expense (net)........... 28,929 26,854 22,876 
17 Miscellaneous adjustments...............ccceeecees 518 289 
18 82,032 57,610 194, 100 
Add: Depreciation provided: out of departmental opera- 
ations and included in rent credited to Simpsons Lim- 
19 Med ai Likasied bs Law henry Oona. 2 hives Mean ET aan ete een bl. ae eee eee 
20 82,032 57,610 194,100 
21|Less:,.Rentals credited to. Simpsons. Limited...) 2... .,.obtoctecunos uithtecneon. oo nie ee ee 
22 82,032 57,610 194,100 
23| Add: Depreciation written, backs. sca. 25.0 aarti Lava tb as oan ee Lee 
Net Profit before provision for Income Taxes, Bonuses, 
24 Bond Interest, ete... ..f Ek BES. 2 ol. dae eA 82,032 57,610 194,100 
25| Deduct: Provision for Income Tax............ ARES ee | 8,000 7,000 16,500 
Provision for Employees Profit Sharing Fund and 
26 Ponsa ton Walle scion oe ae 6,000 6,000 25,000 
27 14, 000 13,000 41,500 
Net Profit or Loss after provision for Income Taxes, 
28 Bonuses and Employees’ Profit Sharing Fund........ 68 , 032 44,610 152, 600 


Surprtus Account 
aa eS 
29|Balance forward from previous year...................... 441,507 509, 539 554, 149 
30} Net Addition to Surplus for the year as above............ 68, 032 44,610 152, 600 


31/Balance in Surplus Account at end of year................ 509, 539 554, 149 706, 749 
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STATEMENT No. F3 
THE ROBERT SIMPSON MONTREAL LIMITED 


CoMPARATIVE TRADING AND PRoFIT AND Loss STATEMENT FOR TEN YEARS 1924 To 1933 INcLUSIVE 


1927 1928 1929 1930 1931 1932 1933 
52 Weeks 52 Weeks 52 Weeks 52 Weeks 53 Weeks 48 Weeks 52 Weeks 
ended Ist ended 30th ended 29th ended 28th ended 3rd ended 4th ended 3rd 
February January January January February January January 
1928 1929 1930 1931 1932 1933 1934 
$ $ $ $ $ $ $ 
2,830, 594 2,913,679 3,118,329 3,724, 814 4,710,863 4,434, 207 4,909,422 | 1 
1,985,575 1,997,222 2, 119,089 2,541,137 3,329, 501 3,128,555 3,455,076 | 2 
845,019 916,457 999, 240 1,183,677 1,381,362 1,305, 652 1,454,346 | 3 
42-6% 45-9% 47-2% 46-6% 41-5% 41-7% 42.1% 4 
639, 430 675, 586 727,498 893, 249 1,163,649 1,098, 980 1,226,756 | 5 
205, 589 240,871 271, 747 290,428 217,713 206, 672 227,590 | 6 
40,201 41,360 38, 912 56, 670 99,337 106, 868 114,426 | 7 
165,388 199,511 232,835 233,758 118,376 99, 804 113,164 | 8 
92,730 88,979 92,712 157,987 354, 742 292,101 315,749 | 9 
72,658 110, 532 140, 123 TOLTLe 236,366 192,297 202,585 |10 
9,000 17,000 1 Be 5 1 netic Ree PE 8,000 11 
RT Me OWN ae: is ier oes eS hes OU eh Re MEP TE Re Wee o Teh la Pv Toes Os: « 36,000 12 
9,000 17,000 17,000 75,771 44,000 13 
63, 658 03, 532 123,123 75,771 192,366 192,297 202,585 |14 
92,730 88,979 92,712 157, 987 354, 742 292,101 315,749 |15 
17,044 4,130 35,368 85,355 48,163 58,715 84,099 + 
1 
139, 344 178,381 251, 203 319,113 114, 213 41,089 29,065 |18 
hohe ES PAA 7,475 17,186 28, 832 46,369 50,272 |19 
139,344 178,381 258,678 336, 299 143,045 87,458 79,337 |20 
UT ite Nao: one eee 92,500 257,329 372, 636 369, 230 400,000 /21 
139,344 178,381 166,178 78,970 229,591 281,772 320,663 |22 
Re eee i ee eet eg da Geis ecopeea stein catws. | Wrokadedese Meues ecaccallhe Stesaus) cue cove Ee CU? 60, 499MM . x dcr ees o 
ee i i ee) 
139, 344 178, 381 166, 178 78,970 229,591 221,273 320,663 |24 
11,000 15,300 12,600 2, 100 Heese wer. eee 706 25 
13, 500 16,000 16, 000 13,000 re 6 2) 26 
24,500 31,300 28,600 15,100 4,185 706 rag 
114, 844 147,081 137,578 63, 870 233,776 220,567 320,663 |28 
Surpius Account 
706,749 821,593 968, 674 1,106, 252 1,170,122 936, 346 715,779 |29 
114, 844 147,081 137,578 63,870 233,776 220,567 320,663 |30 
821,593 968, 674 1,106, 252 + 1705122 936, 346 715,779 395,116 |31 
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Mr. Factor: Are you going through all those items? 

Mr. SomMERVILLE: No; Mr. Adamson is going to give us a summary on the 
operations of the Toronto store. 

The Witness: Statement No. TT-1 shows the comparative profit and loss 
figures on the Toronto store operations for the ten years 1924 to 1933 inclusive. 
This statement has been drawn up in such a way as to show:— 

(1) The departmental results before charging interest and depreciation. 

(2) The departmental results after charging interest and depreciation. 

(3) The operating profits, before provision for income taxes, bonuses, bond 

interest, etc. 

(4) The profits after income taxes, bond interest, ete. 

(5) The net addition to surplus after dividends, etc. 


Statement TT-1 and following statements appear at the end of to-day’s 
printed record. 

As will be seen from this statement, the sales increased from approximately 
$22,000,000 in 1924 to approximately $31,000,000 in 1929, with a decrease to 
approximately $23,500,000 in 1933. Operating profits after depreciation (but 
before rentals to Simpson’s Limited in the latter years) and before provisions for 
income taxes, bond interest, etc., may be compared as follows:— 


Year: Operating profit Percentage to sales 
ae Te aed Se eR TR ob ook ote be S.8 $1,393,698 6.28 
TAD Pore A Ge eee RT 1,624,595. 6.92 
MOCO HS). Tr. CP 1) CSR CORK? ADL 19-32) 1,722,800 7 AR 
Liv Paso shy SAME PORE, Beh DERE a Ae. eee te 1,982,942 7.88 
NS MOTOR AIA, Sica ee Ne OOM ake he Meas 2,134,915 7.88 
OS Peck? Hr Lo OCR ee Oe eee Da 2ehe7 0 7.78 
TLDBO. ze% asetsd: creat. cet varsidtsertae) oer jeiy 2,322,534 8.23 
De nO rte a Blog ee aes se ee ieee ee 1,957,928 7.39 
eG. here teeta... Salk. TYCews 814,489 4.56 
ayo Om tn ceasevibiorted oc cakons)” i csapie 6 pad ver oh ccs % a; Sr me 1,383,671 6.35 


Mr. Instey: What is that you are giving? 


The Witness: Operating profits after depreciation but before rentals, Simp- 
son’s Limited. In order to compare the profits prior to 1929 and after 1929 you 
have to eliminate the rentals so as to have a comparative figure. 

By Mr. Sommerville: 

Q. On profits last year of $1,383,000 and rentals eliminated of $1,300,000— 
was that the amount of rental?—A. No. $800,000 on the Toronto store. $1,300,- 
000 is the total. 

The figures shown above for 1932 are before writing back depreciation which 
was provided and later reversed. The depreciation provided in 1933 was only 
‘approyimately two-thirds of the usual provision, and consideration should be 
given to this in comparing these results. 


Departmental Results 

It is the practice of the company to charge against each of the departments 
in each of the stores amounts representing interest on the capital employed in 
the departments and charges for depreciation of the fixed assets employed in the 
business. 

Q. And the interest charged is on the basis of ?——-A. Six per cent. 

Q. Added to laid-down cost?—A. No, it is charged as a rent charge to the 
departments. 

Q. In addition to rent?—A. The rent which is charged includes the building 
maintenance and the interest and depreciation. This is not the rent to Simpson’s 
Limited; it is the rent charged by the operating company to the department. 
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As stated above, capital statement TT-1 has been prepared in such a way as to 
show in total these departmental results after charging the overhead. Following 
these departmental results are shown the miscellaneous revenues and other 
adjustments required to arrive at the net profits or losses of the company. 

The departmental results in total as shown on statement TT-1 may be 
summarized as follows. 

Q. They run from 40 per cent to 44 per cent? 


Total 
departmental 
Gross profit profit or 
percentage to loss after 
Sales Gross profit cost of sales charging overhead 
BODE reo ht pd ae a eam an tie Blane Oi Chg ae al amen $6,428,262 40.8 $ 717,695 
O23 ie Ree a ee ee eee 23,471,204 6,861,945 41.3 891,251 
RO Ge ea, We} eis a) ta kes st cae 24,021,577 7,155,168 42.4 1,101,106 
ay iii ck RS « Pact rela tk a a ee 25,152,589 7,520,241 42.7 1,343,278 
DOU ak 6s sh Er cent Ente oo aren ate, eae bees 27,084,993 8,352,258 44.6 1,504,429 
BOG gi dein tea ppam eaanett Pith uks bees 31,290,698 9,745,158 45.2 1,232,922 
Bey Rebar flee rege ate ea errata es 30,917,406 9,550,243 44.7 983,549 
LOSPAROIOSIT &. NW. Boca st 29,430,371 8,719,338 42.0 320,964 
L932 “(48 sweeks).us by. cet oe abet 22,458,679 6,616.300 41.8 420,108 
LESS PNRNS rey 23,479,227 1,110,091 44.0 24,813 


To that departmental profit is added in the profit and loss account the 
interest which is included in the rent charge to the department. 

Q. That forms a head office entry?—A. Yes. 

Q. In other words, the departments could all show no profit and no loss 
and yet the company would have a profit on its operation of 6 per cent on the 
total amount of money invested?—A. It is a figure arrived at on approximately 
6 per cent. 

Q. On the money invested in various departments from time to time?— 
A. Yes. 

By Mr. Senn: 


Q. Do you mean the operating capital?—-A. No, it is the cost of the assets, 
of the company’s assets estimated to be used in the different departments. 


By Mr. Heaps: 
Q. Is that 6 per cent on sales?—A. No, on the cost of the assets. 


By Mr. Sommerville: 


Q. And inventory also?—A. Yes. 

Q. In other words, to every department’s costs there is added 6 per cent 
which is 6 per cent on the inventory and on the proportion of fixed assets used 
in the department. Is there anything else?—A. No, that is all. They are fixed 
assets. In addition to the buildings and permanent equipment there is other 
equipment which is written off over a short period of time. Interest is charged 
on that on the depreciated value. 

Q. So that the company is in this position, as I have heard a manager say, 
“In my department I could lose $10,000 a year and make money for the com- 
pany.” That is by reason of the interest charge that is made to the depart- 
ments on inventory and fixed assets, is it not?—A. Yes. 

Q. Whatever amount of goods are bought for that department and used 
in that department, 6 per cent is added?—A. No. On the inventory from time 
to time, not on the total purchases—it is on the inventory. 

Q. I see. All right. 


By Mr. Factor: 


_ Q. That is, the capital employed in the department consists of the inventory 
in proportion to the fixed assets and 6 per cent is charged on that?—A. Yes. 
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By Mr. Senn: 


Q. Will it also account for rentals as well as 6 per cent?—A. The rental 
which is charged includes the maintenance of buildings, the interest and deprecia- 
tion, and the depreciation which is included in the rental which Simpsons 
Limited gets is included in that rent. 


By Mr. Sommerville: 


Q. Very well, go on?—A. Gross Profits, etc. 

From the above table it will be seen that the percentage of gross profit 
to cost of sales of the Toronto store has not varied in the ten-year period more 
than 4-4 per cent. A steady annual increase from 40-8 per cent in 1924 to 45-2 
per cent in 1929 is shown and in the following three years the percentage dropped 
to 44-7 per cent, 42 per cent and 41-8 per cent respectively. A considerable 
improvement was shown in 1933 when the percentage to cost of sales was 
44 per cent. 

Q. That is a very even course which has been running for ten years?— 
A. Yes, ten years. 

These gross profits results are after charging into cost of sales, a percentage 
on cost for buying expenses (usually 1 per cent) and in some of the clothing 
departments a percentage is added to cost to cover alteration expenses. 

If these items were eliminated the gross profit percentage would be increased. 

Q. These buying expenses of 1 per cent are charged to the department on 
all?—A. That is, the majority of the departments bear 1 per cent; some of 
them are higher. 

On statement TT-2 is shown a ten-year comparative statement cf sales 
by departments which also shows as a percentage of sales, the initial mark-up 
and the maintained gross profit of each department and for the Toronto store 
as a whole. This statement was prepared from the records of the company 
on which percentages are always shown as percentages on sales, rather than 
as percentages on cost and they are so shown for this reason. 

Q. Have you got the percentages on cost?—A. Not by departments. | 

Q. But you will have them later?—A. On the specific departments which 
we have inquired into, yes. Statement TT-2 is of the departments of the store 
for ten years. 

An examination of the percentages of the gross profits to sales shown on 
this statement for the store as a whole indicates the same trend referred to 
above. 

The following is a summary of the initial mark-up percentage (to sales) 
for the store as a whole:— 


Percentage 

GP coche aedel ill Relat literary Searle bey alah Sarge ir 16, Bia My if 33:9 

POPOL ESTP ey a ee eg RTE Aa tate RATES Ee Oe eC E RS. . 34-36 
IJORIS Ie ks. (BR VION R ORE. ROA. O68 ON IseST WREST 34-84 
Behe Wedel chow ths ia a) sisal vince’ (oteecar rete ery. Gaaks + (el bie ie oon oe 34:89 
Pg Dien tee. 5) RAAT ARRE the wae athe Tenet Eas bis (has ey 8 SAGER La EE cate tae 35°44 
NN SRAM SRS A AG TAS IES hrs the Sh IP MOR Eee DRT SE re Pe ACA S re oe Cds 35°7 

CO eR ries ve ig ere ts ae hone t Su Gis hee oe CEO 35-39 
OES va berth, hae Aaa PAE oN) Bers SRS. ARTUR LAW GeO eS Shite 5 Oe ue aa Mae's a? se 34-77 
De ee Es Reais eG 5 he be xine Rakin salina hastens 3 eB cams annede eas oS 34-92 
11S 5 Sesorealar gcoe Phe ahie ee ahy raas oye RRL ASA ik el ae 8 elie eg Allandale 35°3 


By Mr. Senn: 


Q. Is it customary to estimate the mark-up on sale price rather than on 
cost price?—A. Yes. 


By Mr. Sommerville: 


Q. In departmental store business it is usually computed?—A. Yes. 
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Q. Will you give us the mark-up as expressed in terms of cost?—A. The 
following is the same initial mark-up expressed as a percentage of cost of 
sales:— a en LA es TE 


<i. SUSY : Percentage. 

1924.0 wv oki. Phase es eh Oe eee eee ee oe en 
102 Gri we Bos kicasacd § sss Sereds toads va a dee Be ae 52.3 
LOOGs ted ee tye Wk he ae aU Fn eee ne 
TORTS NWl\. RO SADT VR Se TT, COL Fes See, ee 
VORB shoo g RONG ea, a Siem ea ea en dae eae 
1929. cc a oe ee wee eee, Seen a 2 Se GR Shi ee, Bee gee 55',. 0 
etgst: . 10. @RRIHaRed arid. terid. gee¢-.-2a tire 2. aigel sate... 54.8 
LO oe uss ee cea) Sista” Map Seren ok 6 sinkte Lar ca: oan cine anne a ae 53.7 
W884 2b efOy, To 2° US JAG TT Sea SIAL see Va, 2. (ike 54.6 


The individual. departments do not all show the same trends—some of them 
show increasing mark-ups and maintained gross profits percentages over the 
ten-year period. On the other hand, some of them show the reverse. 


By Mr. Ilsley: 

«~~ Q. What do you mean by trend? There does not seem to be any trend?— 
A. I say that individual departments do not show the same trend. There is a 
trend from-1924 to 1928 from 51 per cent to 55 per cent. Then it varies in 
the next five years. 
INVENTORY RESERVES | 4 fe | + 

The company. maintains an inventory reserve which, however, is not set 
up on its books as such—effect being given to this reserve by adjusting the 
values of its inventories at the year-end. This inventory reserve is not set up 
or adjusted by the departmental managers, any adjustment made being after 
the departmental results are obtained. In each of the years 1926, 1927 and 
1928 the inventory reserve was increased by $100,000 and in 1930, 1931 and 
1932, $104,052, $160,000 and $40,000 of this reserve was used to increase the 
profits. These adjustments are shown on statement TT-1. The total of the 
inventory reserves for all branches of the business at 3rd January, 1934, was 
$502,140 of which $400,000 applies against the Toronto store inventory. The 
gross profit percentages referred to previously are before any of these inventory 
reserve adjustments. 


By Mr. Sommerville: 


Q. And the inventory reserve, that is so much velvet to fall back upon?— 
A. They are to reduce inventories to their cost. : | 

Q. If needed?—A. Yes, if needed. 

Q. They are a very legitimate cushion?—A. Yes. 

Q. This is an additional over-all inventory reserve?—A. Yes. The adjust- 
ments of the inventory reserve are shown separately on the statement because 
adjustments are not made in the departmental results, and in order to tie up 
to the departmental profits the inventory adjustments were shown separately 
on this statement. 


EXPENSES 


On statement TT-3 is shown a summary of the expenses charged to the 
departments in total in each of the ten years 1924 to 1933. The amounts in- 
cluded in the various expense items for interest and depreciation have been 
eliminated in total and shown separately on this statement, the totals of which 
are carried forward to statement TT-1. All of the expense items show a sub- 
stantial increase in 1928 and 1929 because of the increased additions made at 
that time to the Toronto store which resulted in increased operating expenses. 
Since 1930 the expenses, exclusive of interest and depreciation, decreased from 
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$6,707,495 to $5,547,166, or by 17 per cent, largely accomplished by wage reduc- 
tions. The charges made to the departments for rent have increased in the past 
few years because of the additions made to buildings and equipment. 

Q. Wage reductions accounted for—largely accounted for a 17 per cent 
reduction in operating expenses?—A. Yes. 

Q. Now, that was in 1930°?—A. Yes. 

Q. That is $1,200,000 was the reduction. You say “ largely accomplished by 
wage reductions.” Can you tell me to what extent wage reductions contributed? 
—A. That is referred to in our report upon the wages. 

Q. It is dealt with?—A. Yes. 


Mr. Iustry: This is a good place to tell us now. 


By the Chairman: 
Q. It was over a million dollars, was it?—A. That was the total reduction 
in the expenses. 


By Mr. Sommerville: 

Q. The total reduction in expenses due to wage reductions?—A. I do not 
know the exact amount. The reduction betweeen 1930 and 1933 in the total 
wages paid by the Toronto units excluding management was approximately 
$1,400.000. 

Q. There was a slight reduction. There was about a 10 per cent reduction 
in personnel in the Toronto office?-—A. That is total cost of wages. 

The CuatrMAN: In any case, there was a substantial reduction in wages in 
1930? 

The Witness: That includes the Toronto mail order. 


By Mr. Sommerville: 

Q. And there was in the prior year, 1929, a very substantial increase in the 
fixed charges in the matter of a large rental that had to be paid to the holding 
company?—A. This is exclusive of the interest and depreciation. This is only 
the departmental expense; it does not include the rentals to Simpsons Limited. 

Q. I quite appreciate that; but coincident with or following upon the estab- 
lishment of this large rental to the holding company came the reduction in wages 
to the departmental employees?—A. Yes. 

Mr. Hears: What was that reduction in percentages? 

Mr. SoMMERVILLE: When we come to the wage scale we will get it more 
fully. 

The CHatRMAN: It says here a reduction of about 17 per cent largely 
accounted for by wages, but not whelly, and the exact amount would be dealt 
with when we come to the wage schedule. 

Mr. InstrEy: Would it give a picture of the wage reductions if you could 
give the percentage of reduction and the number of those employed and also give 
with that the percentage and the total amount paid? 

The Cuarrman: I think perhaps, gentlemen, it would be better to leave 
that until we get to the wage situation. We are going into the wage situation 
quite fully, so we will cover it all at that point; I think that would be better. 


By Mr. Sommerville: 

Q. All right, Mr. Adamson?—A. The net departmental result: The results 
of the departmental operations over the ten years are shown in the table set out 
in the earlier part of this memorandum. This statement shows that, after charg- 
ing interest and depreciation the departments as a whole made profits in each of 
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the years excepting in 1932, when a loss of $420,108 was shown. The profits in 
1933 were $24,813 as compared with a high in 1928 of $1,504,429, 

Profit and Loss Account 1933: Statement No. TT-4 shows the net results 
for 1933 of the Toronto store operations. On Statement No. TT-5 the details 
of the departmental operations are shown, the totals of which are carried forward 
to Statement No. TT-4. Statement TT-6 shows the details of the direct and 
indirect expenses shown in total on Statement TT-5 (1933 only). This is dealing 
with 1933 in detail. 

Q. That is departmental accounts, and the departmental statement of profit 
and loss?—A. The total departmental profits shown on TT-5 are carried forward 
to Statement No. 4, and then are shown other adjustments in the profit and loss 
account, in order to arrive at the net profit or loss for the year. 

Q. Yes?—A. And Statement TT-6 shows the details of the expenses which 
are shown in toto in Statement TT-5. 

Q. Yes, and that covers wages, buying expenses, advertising, and all the 
other items of direct expense?—A. Yes. 

Q. It also covers indirect expense? 


Mr. Factor: In the printed copy we have no TT-3 or TT-6?—A. They 
are large statements and were not printed. 

The expenses shown on this statement are not grouped in the same manner 
as on the company’s departmental statements, although the net results do not 
differ. The following changes have been made:— 


(a) The amount of buying expenses charged into the cost of sales has 
been eliminated and shown instead as an expense item. For this reason 
the gross profit percentage of each department is higher than shown 
on the company’s statements and on the comparative ten-year state- 
ment (No. TT-1). 

(b) The charges made to the departments for interest and depreciation 
have been eliminated from the expenses and shown as separate items. 


INTEREST 
The interest eliminated and shown separately consists of:— 


(1) The interest on inventories which was eliminated from “Miscellaneous 
Direct Expenses.” 


By Mr. Sommerville: 


Q. In the matter of expenses charged, all departments and services are 
maintained as separate units?—A. Yes. 

@. And each service department is expected to show a profit operated as 
such, to cover its expenses and show a profit, is it not?—A. Yes, the cost of 
the various services is charged; at the beginning of the season the estimated cost 
of maintaining this service is arrived at, and that is spread over the expenses 
of the various departments on the basis of budgeted sales. 

Q. Yes, and to these service departments there is added a proportion of 
rent, depreciation and interest?—A. The rent includes the interest. 

Q. Interest, depreciation and other similar items?—-A. Yes. 

Q. Take, for instance, a service department, such as window display, that 
department is charged a rental for the window while it is used?—A. By the 
department. 

@. And then, the window trimming department charges for setting up the 


exhibit. 
By Mr. Factor: 


Q. That is not included in the 6 per cent?—A. No, the various services are 
charged separately. 
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By Mr. Sommerville: 

Q. I am using that to illustrate one kind of service that is charged to the 
department as part of the departmental cost?—A. Yes. Window display is all 
sncluded in the advertising; the proportion of advertising represented in window 
rental is included in the advertising expense. 

Q. And then a certain proportion of advertising is charged to the depart- 
ment?—A. The actual advertising of the department. 

Q. And a certain proportion of the repair department is charged?—A. That 
is included in the rent as building maintenance. 

Q. Included in the rent?—A. Yes. 

Q. Is a certain amount of depreciation on their fixtures charged to the 
department?—-A. That is included in their rent, or prepaid expenses. 

Q. I am not talking of rental of space, 1 am talking now of equipment?— 
A. Yes, equipment used. 

Q. Yes, is that not charged in each department?—A. Yes. 

Q. All of these are separate departments, and they are all expected in 
turn to show a profit?—A. In the case of equipment the actual equipment in 
the department is written off over a period of time against the department. 

Q. Against the department, yes?—A. To proceed :— 

(2) Interest charged to the departments as rent, as window rental (under 

advertising and display) and the interest charged to the service depart- 
ments and included on the company’s statements under “ Services ae 
and “ Administrative.” 

(3) Interest charged to the departments under “ Prepaid Expenses” for 

special equipment, alterations, etc., used by the departments. 


Where details were available the actual interest included in the expenses 
charged to the departments was eliminated—in other cases a pro-rata basis as 
between interest and the other expenses included in the rent and other charges 
made to the departments was used for the purpose of elimination. 


DEPRECIATION 

(a) On special equipment, alterations, etc. 

The total of the amount eliminated for depreciation on special equipment, 
alterations, etc., represents the balance of what is known as a “ prepaid expense ” 
account after eliminating interest on a pro rata basis as set out above. 


(b) On building and equipment— 

This represents the depreciation charged to the departments under the com- 
pany’s headings of advertising (window rent), overhead charges (rent charges 
for service departments), and rent account proper. These amounts have been 
eliminated from the departmental expenses on a pro rata basis in the same 
manner as interest. 

The charges made to the departments in 1933 for interest and depreciation 
in total were on the same basis as in previous years, but actually the interest 
churge was increased and the depreciation charge decreased. This was occa- 
sioned by the decision of the company to take depreciation of only two-thirds 
of the usual rates. In order to show the departmental results on a comparable 
basis with previous years, however, the interest charge was increased. 

Statement No. TT-5 shows that of the 88 departments in the Toronto store 
52 showed profits and 36 showed losses. 


Sproiric DEPARTMENTS INQuIRED INTO 


Inquiry was made into the operations of certain of the Toronto store depart- 
ments in order to ascertain the mark-ups obtained on diffrent classes of mer- 
chandise, the names of the principal suppliers of the merchandise sold to these 
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departments and the quantities of merchandise supplied by these firms—in order 
to show the trend of the operations of these departments over a period of years. 

Various statements have been prepared on each of these departments, show- 
ing examples of price spreads and the operating results of each of the depart- 
ments over a period. | 

The mark-ups indicated on the price spread statements represent the differ- ~ 
ences between the initial selling prices indicated on the invoices and the laid- 
down cost. The initial selling prices are not necessarily the selling prices, as in 
many cases the initial selling prices have to be reduced. The mark-up percent- 
age on cost shown for the various items listed on the price spreads schedules 
may not, therefore, necessarily be the actual mark-up obtained. The actual 
maintained gross profits percentages of the departments may be obtained by a 
reference to the comparative departmental statements, on which are also shown 
the amounts of the stock write-downs, stock shortages and employees’ discounts, 
which are deducted before arriving at the actual gross profits of the departments. 

These comparative departmental operating statements also show the total 
expenses charged against the departments, including the interest and depreciation 
charges referred to previously. 


By Mr. Sommerville: 

Q. If stock is marked up at a certain figure and is sold at less than that 
figure there is what is called a mark-down allowance in that department?—A. 
Yes 

Q. On a particular item?—A. Yes. 


By the Chairman: 
Q. All these variations then are reflected in your figure, the maintained 
mark-up?—A. Yes, that is, after eliminating all the stock write-downs and 
inventory variations. 


ADVERTISING 

On Statement No. TT-8 is shown the comparative newspaper expenses by 
newspapers of the Toronto store for the eleven years, 1923 to 1933 inclusive. 
This shows an increase from $412,000 in 1923 to $750,000 in 1933. 


By Mr. Sommerville: 

(). $750,000 was the total newspaper advertising in 1933?—-A. Yes. On the | 
same statement is shown the lineages in one Toronto evening paper in each of 
the years 1927 to 1933 and the lineages in one Toronto morning paper in each of 
the years 1929 to 1933. The lineages of each of the two evening newspapers are 
approximately the same and this is also the case for the two morning news- 
papers. The lineage rates for each of the four Toronto newspapers over a period 
of years is also shown on this statement. 

Mr. SoMMERVILLE: In the printing of this statement of comparative adver- 
tising lineages you might note that there has been a mistake in the printing. 
They nave put the dollar sign for lineage and I know that the Evening Telegram 
would have a faint if they found that they were reported as having received 
$2,500,000. They mean 2,500,000 lines. The dollar sign should not be there. 

The Witness: Advertising Allowances. 

Statement TT-9 shows the advertising allowances received from suppliers 
of the Toronto store, for the year 1933 and for the first two months of 1934. 
These advertising allowances are classified according to the departments receiv- 
ing the benefit of the allowances. The amounts received from the various sup- 
pliers vary greatly. The total number of suppliers contributing advertising 
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allowarices is approximately 150 and the total amount received in 1933 amounted 
to $37,521.90. In the first two months of 1933 advertising allowances totalled 
$8,485.52. These advertising allowances are credited against the cost of the— 


By Mr. Sommerville: 


Q. These advertising allowances are amounts that are given by various 
firms?—A. Yes. 7 
Q. And you have given us a list of them?—A. Yes. 
The CHAIRMAN: A large list. 
Mr. SOMMERVILLE: It is a large list, yes. 
The Witness: That was not printed, 6 pages. 


By Mr. Sommerville: 


Q. And are these advertising allowances actually based upon an audited 
return on the number of lines that are occupied, or are they just arbitrary 
_ figures?—A. They are amounts arrived at at the time of the purchase of the 
goods. 

Q. As part of the bargain?—A. The vendor agrees to supply so much for 
advertising. 

Q. It is pretty arbitrary?—A. Yes. 

Q. You, of course, appreciate that advertising allowances where the adver- 
tiser does send in an audited statement showing the lines that have been used 
and the rate at which they have been used and return to the company is one 
thing, but where you have an arbitrary figure fixed at the time of purchase 
that is quite a distinct thing?—A. Yes. 

Q. And you say that in this case?—-A. There are various arrangements for 
advertising. 

Q. Made at the time of the purchase?—A. Yes. 
| Q. Then may I ask are they reckoned on the basis of some rate that is paid 
by the advertiser to the Simpson Company which is a local rate and, therefore, 
I understand a lower rate, or are they based upon the national rate which is a 
larger rate?—A. It is usually just a round amount which they say they will 
contribute for advertising. There are various arrangements. 


DEMONSTRATORS 


There are some sales clerks in the Toronto store known as “demonstrators” 
whose wages, or part of them, are paid by the manufacturers of the product 
which they sell. These “demonstrators” are of two kinds:— 


(1) Those whose wages are paid by the Robert Simpson Company, Limited, 
and charged by that company, either in whole or in part, to the outside 
firms. 

(2) Those whose wages are paid directly by the outside firms. 


On Statement No. TT-10 is shown the amounts so charged to these out- 
side firms during the year ended January 3, 1934, which totalled $23,961.26. 
‘Of this amount $17,734.39 is in respect of ‘‘demonstrators” located in the 
Toilet Goods department, and primarily because of this, selling wages in that 
department were only 4:2 per cent of total sales, in contrast to 7°4 per cent 
for the store as a whole. 

Q. Wait a minute till we get this: These demonstrators in the Toilet Goods 
department, their wages were paid by a number of firms here?—A. There are 
two kinds, one group whose wages are paid by the Robert Simpson Company, 
Limited, and charged to the outside firms; and the second class representing 
demonstrators who are paid directly by the outside firms. 


Mr. Factor: To advertise a certain brand. 
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By Mr. Sommerville: 


Q. Those demonstrators also sell other goods of the firm?—A. I understand 
they do. 

Q. And that is one means of having the wages of the department taken 
care of. 

By Mr. Factor: 

Q. You say that the demonstrators that are paid by the outside firms also 
sell the firm’s goods?—A. Their selling is confined largely to the goods of the 
firm whom they are representing, but I cannot say whether they actually do 
sell the goods or not. 

The CHAIRMAN: Well, it is not very important; they are paid anyway; 
there is an allowance made for them. 


By Mr. Sommerville: 


@. At any rate, the result of this operation is to cut the selling expenses 
of that department. 

Q. From 7-4 per cent to 4-2 per cent?—A. 7-4 per cent is the average for 
the store as a whole and the actual of this Toilet Goods department in 1933 
was 4:2 per cent. 


By the Chairman: 

Q. Which about indicates that a very substantial service is rendered by 
those demonstrators?—A. Yes. 

@. To the department?—A. Yes. 

Mr. Factor: I suppose a substantial service is rendered by the demon- 
strators to the outside firms too. 

The CHAIRMAN: Oh, yes, it is a very old practice. 

The Witness: Complete information in respect of “ demonstrators” paid 
directly by outside firms is lacking. At 8th January, 1930, there were 84 
names of such on the payroll, and at 10th January, 1934, there were 117. 
Officials of the company state that not all of these necessarily worked during 
these weeks, as a name may be left on the payroll for a time after the employee 
has left. Some of these demonstrators are only in the store for a few days. 
Officials state that of the demonstrators at 10th January, 1934, 55 have since 
left the services of the company and there is no record as to the name of the 
manufacturers whose goods they were selling. The names of the other manu- 
facturers are shown on statement TT-11 attached. As will be seen from this 
statement the departments which use these demonstrators most are:— 


DEPARTMENT 204—ToOILET Goops 

This department also has several demonstrators who are paid by Simpsons 
but whose wages are charged back to manufacturers (See statement TT-10.) 
DEPARTMENT 430—SrTovEs, ETc. 

The Easy Washing Machine Company and the Kelvinator Company of 
Canada, Limited, both employ six in this department. 
LOWER PRICED STORE 


Most of the demonstrators in this department are transients and twenty- 
six of those on the payroll at 10th January, 1934, are no longer employed. The 
store superintendent states that the merchandise which many of these demon- 
strators sell is only purchased by the Robert Simpson Company, Limited, when 
and as it is sold to customers. 


By Mr. Sommerville: 


Q. Consignment really?—-A. The goods are sold by the demonstrators in 
the Lower Priced Store. 


PRICE SPREADS AND MASS BUYING 2853 


By Mr. Factor: 


Q. The total paid to these outside clerks for the year ending 3rd January, 
1934, was $22,000?—A. That is the amount paid by Simpsons. 


By Mr. Sommerville: 
Q. And they largely exceed those who are paid by the Robert Simpson 
Company in numbers?—A. Yes, but they vary from time to time. They may 
stay for a short time and go again. 


By the Chairman: 
Q. They are not steady?—-A. No. 
The CHAIRMAN: Then we turn to consignment purchases. 
The WITNESS: Yes. 


CONSIGNMENT PURCHASES 


The company records consignment goods in the same manner as ordinary 
purchases excepting that separate accounts payable records are kept with sup- 
pliers for consignment merchandise. Officials of the company prepared a state- 
ment of consignment purchases in 1933, a summary of which is shown on state- 
ment No. TT-12. The statement was checked to the records of the company. 

The largest number of consignment purchases occur in the Ladies’ Dresses 
and Coats Departments. In other departments the volume is almost negligible. 
A summary of the consignment transactions in 1933, which involve approxi- 
mately 150 vendors, is as follows:— 


Consignment goods on hand at 4th January, 1933.. .. .. .. .. ..$ 32,188 
Purchases in 1933 (of which $157,000 represents purchases in the 


Ladies’ Dresses and Coats Departments).. .. . Ae DAIS 
$ 206,761 
Payments to vendors in 1933... .. 6. 6. ee ee ee ee te ee ee ee ee oe 147,090 
: : ; $ 59,671 

‘ Amounts charged back to vendors either for merchandise returned or 
forureductions Gn. prices $29 Que at re NT ae oe 43,029 
Consignment goods on hand at 4th January, NOSE or LN a ee teste he: Os O4e 


By Mr. Sommerville: 


Q. These goods are sent in A. They are sent in on consignment. 
Q. Yes, and the firms have no liability in respect of them?—A. No. 
Q. 
Or 


And if they are sold then they are paid for?—A. Yes. 
And if they are not sold they are returned?—A. Yes. 

Q. And if there are reductions in the prices of these goods what happens 
then?—A. Well, in some cases, at least, the vendor is charged with a proportion 
of the reduction in the selling price. 

Q. The amount charged back here it seems is for merchandise returned 
- or for reductions in price, $43,000; you have not got that here?—A. It is shown 
in the next statement for the larger consignment purchases. 

Q. Oh, yes, price reductions $8.022?—A. A total charged back of $28,000 
on 19 consignment accounts, $8,000 represented price reductions. 

Q. Now, on these price reductions we have had complaints that while there 
are price reductions the firm never takes any portion of that price reduction, 
it always maintains its mark-up, and the price reduction has to be entirely 
taken by the manufacturer sending in the goods on consignment. Can you 
speak as to that?—A. The records of the company show that the amount charged 
back to the vendor is in proportion to the reduction in selling price. 

Q. Their mark-up then is maintained?—A. No. 
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Q. At the reduced price, is it not?—A. They reduce their selling price 
and charge a proportion of that to the vendor. 


By Mr. Factor: 
Q. The vendor does not absorb the entire reduction?—A. Oh, no. 
Q. What percentage?—A. Well, in some cases, at least, from the records © 
which we examined the amount charged back to the vendor was the same pro- 
portion to the cost as the reduction was to the initial selling price; that is, if 
the goods were marked at $1 and were reduced to 75 cents, not all of the 25 cents 
is charged back to the vendor, only a proportion of that. 


By Mr. Sommerville: 


Q. The statement sent in to us indicated that the whole amount was charged 
back to the vendor and the mark-up was maintained on the goods on the reduced 
price?—A. There are no records to show whether that is so or not. 


By the Chairman: 


Q. Would you say that substantially any reductions were charged back to 
the vendor of the goods?—A. Yes. 

Q. Would you say that substantial net reductions were charged back to the 
vendor of the goods?—A. Yes. 

Q. Substantially?—A. Where reductions were made in the selling price, a 
portion of them were charged to the vendor, not the total. 


By Mr. Sommerville: 


Q. A substantial portion would be charged, anyway. You see, if they owned 
the goods themselves, and paid for them and sold them at a reduced price, they 
would take the entire reduction themselves?—A. Yes. 

Q. But in the matter of this consignment goods, is it not a fact that prac- 
tically all, if not all, of the reduction is charged back to the manufacturer?—A. 
No; the portion represented by the ratio of the cost to the initial selling price. 

Mr. Nasu: I think it might be explained in a very short table, if I might 
interrupt. If they purchased goods for a dollar, and mark them up $1.50, 
got goods on consignment, valued at a dollar, and mark them up to $1.50, and 
later those goods were reduced to 50 cents, they would mark them up to 75 cents 
and each would take one-half of the reduction. 

Mr. SOMMERVILLE: Proportionate. 

Mr. Nasu: It is proportionate. They share the reduction. 

Mr. Factor: That is rather a new system of merchandising. 

It is reasonable to ship goods on consignment at a fixed price; I mean, I 
always understood the term “ goods on consignment ” meant, here are the gaods, 
sell them at a price, and then pay me under certain terms. 

Mr. SoMMERVILLE: On commission? 

Mr. Facror: On commission. 

The CuarrmMan: There is usually a price intimated when goods are con- 
signed? 

Mr. Iustey: They keep the same proportion of mark-up and reduction. 

Mr. Nasu: Their mark-up is maintained. 

Mr. SommervittE: That is what I thought. 

Mr. Youne: The percentage. 

Mr. Nasu: They share the reduction with the vendor. 
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The CHarrMaANn: All right. 


The Witness: Consignment purchases represent slightly more than 1 per. 
cent of the total purchases of the store and slightly more than 4 per cent of the 
total purchases of those departments in which any consignment purchases were 
made. 3 
) An examination of a large number of the invoices shown in the company’s 
records as representing 1933 consignment purchases was made. Very few of 
these invoices are marked “ consignments.” Most of them have a mark thereon, 
the usual terms of credit. An examination was also made of many of the debit 
notes by which amounts are charged back to the vendors either for merchandise 
sent back or for price reductions. 


By Mr. Sommerville: 


Q. Did you find this condition existing: That goods had been purchased 
on an invoice just as you indicate here, in the ordinary way, and that when 
they did not sell well, they had been returned to the manufacturer, and those 
that had been sold were treated as having been sold on consignment?—A. No. 

Q. You did not find that condition?—A. No. Consignment accounts of the 
nineteen largest vendors were analyzed in detail and are summarized on state- 
ment No. TT-18. The volume of consignment transactions with these nineteen 
firms represents 60 per cent of the consignment business in 1933. An analysis 
is given on the statement of the amounts charged back to these vendors, i.e., 
as between goods returned and charge-backs for price reductions. This shows 
that of $28,481.84 charged back to the nineteen vendors whose accounts 
were examined, $20,459.82 represented returned merchandise and the balance, 
$8,022.02, represented price reductions. 

Mr. Factor: Can you tell me what percentage of the returned merchandise 
was of the total merchandise purchased in the analysis? 

The Witness: To the total merchandise? 

Mr. SOMMERVILLE: The 19 accounts. 

The Witness: Of those 19 accounts, yes. 

The CHAIRMAN: The consigned goods. 

Mr. SOMMERVILLE: It represents $99,464, and the goods returned amounted 
to $20,459. 

The CHAIRMAN: About 20 per cent. 

The WITNESS: 20 per cent. 

Mr. SoMMERVILLE: $8,000 represents the amount charged back as reduc- 
tions, so that about $28,000 of the $90,000 would mean more than 25 per cent 
was affected in this way. 

The Witness: The debit notes respecting price reductions give little infor- 
mation, the usual explanation being “ allowance as arranged with (ei 
—the person with whom we are dealing. The debit notes indicate the selling 
price as well as the cost price, and in many cases the amount charged back 
- to the vendor was in the same ratio to the original cost as the reduction in 
selling price to the indicated original selling price. That is what we have gone 
over. 

The CHAIRMAN: It is six o’clock, and I think we will call it a day. The 
committee stands adjourned until to-morrow at 11 o’clock. 


The committee adjourned at six o’clock, to meet on Thursday, June 7, at 
11 o’clock. 
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